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ABOUT EFFICIO
Efficio has specialised in procurement and supply chain management for 
more than 20 years, supporting our clients across the globe from 13 offices 
in Europe, North America, and the Middle East. This scale and singular focus 
sets us apart. 

We help organisations reduce costs, improve internal processes, and upskill 
their procurement teams, enabling them to become high value-generating 
functions within their businesses. And we believe that procurement – 
alongside board-level commitment – is the key determiner for organisations 
to successfully achieve their ESG objectives.

Our combination of expertise, data, technology, and human intelligence 
delivers value improvements at speed, allowing your organisation to 
operate more efficiently and compete more effectively in an ever-changing 
landscape.

We are your partners in progress.

We have overhauled our approach 
to procurement in recent years 
- organisational redesign, roles, 

procure to pay systems, tools - which led 
us to Efficio. Since May 2020, we’ve run a 
cost optimization programme targeting         
€10 million of cost savings over three years. 
We achieved that in less than 18 months, so 
it has been a real success story. So much so 
that we are moving into the second phase 
of our relationship with Efficio in a hybrid-
managed service.”

Rachel Dolan, Head of Procurement and Supplier 
Relationship Management, Permanent TSB 

One of the tools that we have 
developed and that we have 
in our toolkit is our Sustainable 

Procurement Playbook, which was 
developed together with Efficio. It is 
a way to structure your thinking, to 
help organisations within our portfolio 
to define their roles on how they can 
contribute to the overall business strategy 
of the company, and also break down 
how to segment their supplier bases 
and work with their suppliers in the most 
appropriate way to deliver stronger 
sustainable businesses.”

Jessica Bederoff Stenvad, Sustainability Manager, 
Nordic Capital 
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METHODOLOGY AND ACKNOWLEDGEMENTS

To better understand the issues impacting 
the market, Efficio undertook a survey of 
529 C-suite leaders and senior business 
managers (“Business Leaders”) across 
the US, the UK, Germany, Italy, UAE, Saudi 
Arabia, and the Nordics. 

This was supplemented with a survey of 
536 professionals working in procurement 
roles (“Procurement Professionals”) across 
the same regions (excluding the Nordics) to 
identify which solutions they feel they can 
deliver to their businesses in meeting their 
strategic priorities.

Survey respondents were from both private 
and public sector (taxpayer-funded) 
organisations, and all businesses had a 
workforce of at least 250 employees. 

To provide an additional dimension to the 
quantitative research, a series of in-depth 
interviews were undertaken with leading 
industry voices, including Business Leaders, 
Procurement Professionals, and Academics. 
Special thanks go to our contributors: 

 ⬤ Professor Paul Ekins OBE, Professor of Energy and Environment Policy – University       
College London 

 ⬤ Dr Nick Watts, Chief Sustainability Officer – NHS
 ⬤ Chris Johns, Chief Financial Officer – Yorkshire Water  
 ⬤ Rachel Dolan, Head of Procurement & Supplier Relationship Management – Permanent TSB 
 ⬤ Thomas Udesen, Chief Procurement Officer – Bayer 
 ⬤ Henrik Nilsen, Head of Procurement Excellence – Topdanmark 
 ⬤ Jessica Bederoff Stenvad, Sustainability Manager – Nordic Capital 
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FOREWORD
Sustainability: it’s time to stop talking and start delivering.

SUSTAINABILITY HAS MOVED FROM 
BEING A NASCENT CONSIDERATION TO 
THE MAINSTREAM. 

Greater scrutiny from consumers, financial markets, 
governments, and employees means businesses 
have had to strongly evaluate how they measure 
up against an array of environmental, social, and 
governance (ESG) issues. Encouragingly, ESG 
issues present a prime opportunity for businesses 
to foster innovation, increase worker productivity 
and loyalty, and heighten corporate reputation. 
What was once discussed in theoretical terms is 
now part of a global conscience and is set to stay.

This gives cause for great optimism. More than 300 
significant businesses committed to the Climate 
Pledge, with signatories aiming to reach the goals 
of the Paris Climate Agreement 10 years early. 

But optimism has never changed the world. While 
corporate commitments offer promise, what 
comes next is far more difficult: operationalising 
ESG strategy.

Through in-depth surveys and interviews with more 
than 1,000 Business Leaders and Procurement 
Professionals, we sought to understand the true 
state of the ESG agenda and its relationship to 
Procurement and Procurement Professionals. We 
wanted to know if we are set up for success and, 
if not, what is going wrong and what needs to 
change?

We also looked to understand who is going to lead 
the way, what role Procurement currently plays, 
and the role it will need to play in the future.

This report has reinforced our belief that 
Procurement, alongside board-level commitment, 
is the key determiner for organisations to 
successfully achieve their ESG objectives.

SO, HOW DOES PROCUREMENT DO THIS?

To drive a sustainability transformation and 
effectively mitigate operational and reputational 
risks, procurement functions need to take 
concerted action. They need to assess their 
supply chains and execute new procurement 
strategies. They need to drive deeper supplier 
collaborations, and they need clear measures 
and targets.

Procurement’s direction has shifted from absolute 
cost to total value, where sustainability is a key 
value lever.

We are delighted to share our latest research 
that uncovers market insight from both Business 
Leaders and Procurement Professionals about 
the changing nature of the corporate landscape, 
the magnitude of issues currently faced by 
procurement teams, and the challenges of 
implementing ESG strategy within the supply chain. 
These challenges are significant but by no means 
insurmountable. 
 

Edward Cox, Principal, and Simon Whatson, Vice President at Efficio, challenge procurement leaders to 
bridge the gap between board-level strategic ESG initiatives and executing an actionable plan.
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1
EXECUTIVE SUMMARY
PART 1: 

ESG: A KEY ELEMENT OF THE C-SUITE CORPORATE AGENDA?

47%

 67%  33%

Environmental sustainability is the second most important 
strategic project businesses are investing in (47%), after 
digital transformation (49%).

While two of the top five strategic priorities for Business Leaders are ESG-focussed, traditional business 
objectives remain the greatest focus. Is prioritising ESG largely lip service or real intent? 

67% of Business Leaders agree that 
overpromising on sustainability-related 
goals is a major reputational risk 
to their organisation.

Of those who have set targets to reduce their 
greenhouse gas emissions, only 33% state that 
they are very confident in their organisation’s 
ability to meet those targets.
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Fewer than two in five (38%) procurement 
teams capture metrics about the 
sustainability of the supply chain to 
measure the success of their team

Only 35% of Procurement 
Professionals think that it is within 
their team’s remit to shape 
organisation-wide strategy

50% of Procurement 
Professionals identify 
recruiting and retaining 
people with the right 
knowledge and skills
as key challenges

2PART 2: 

THE CURRENT CHALLENGES FACED BY PROCUREMENT TEAMS

PART 3: 

UNLOCKING THE POTENTIAL IN PROCUREMENT

GOVERNANCE SUSTAINABILITY

 38%

 35%

Almost half (49%) 
of CPOs face the 
challenge of a 
lack of board-level 
buy-in as to what 
Procurement does

 50%
 49%

CPOs have a strategic vision for Procurement’s wider remit, but they have yet to make the clear value case 
within teams and to leadership.

For Procurement to play a leading role in driving ESG improvements, it needs to overcome several 
challenges.

.69% of CPOs think it 
is within Procurement’s 
remit to ensure good 
governance; this 
compares to just                        
.41%  among the total 
Procurement Professionals 
sample surveyed

.67%  of CPOs think it is 
within Procurement’s remit 
to deliver on sustainability; 
this compares to just 
.42%  among the total 
Procurement Professionals 
sample surveyed
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PART 1:

ESG – A KEY 
ELEMENT OF THE 
C-SUITE STRATEGIC 
AGENDA?



HOW DOES ESG STACK UP AS A STRATEGIC PRIORITY?

A business’s strategic priority is overwhelmingly to maximise 
revenue and profit, with employee satisfaction, product offering, 
efficiency, and brand being key supporting priorities to most 
organisations. Although further down this list, ESG factors are 
also clearly recognised as strategic by most respondents – and 
more so by the C-suite than other demographics. This is great 
news for sustainability and, in turn, sustainable procurement.

A further key observation is that, after revenue and profitability, 
there is a long list of similarly high-importance business activities 
that 70% or more of responders recognise.

There is simply a lot to do in these uncertain times – and this 
comes with a very real risk that not everything will get done.

FIGURE 1: HARD-NOSED BUSINESS OBJECTIVES ARE UNDOUBTEDLY THE GREATEST FOCUS AMONG BUSINESS 
LEADERS; HOWEVER, A SIZEABLE MAJORITY ARE PAYING ATTENTION TO ESG PRIORITIES

100%

All Business Leaders

C-Suite

93%

79%
77%

81%
78%

80%
78% 78%

77%

82%

77% 75%

80%
77%

73% 73%
71%

66%

72%

80%
77%

74%
80%

90%

70%

60%

50%
Revenue 

maximisation/
Profit 

maximisation/
Grow market 

share

Enhancing 
product 

or service 
offering

Minimising 
or eradicating
environmental 

impacts

Growth in 
the valuation 

of the 
organisation

Improving 
employee 

satisfaction

Improving 
brand 

recognition/
reputation

Improving 
overall 

business/ 
organisational

resilience

Improving 
corporate 

governance

Implementing 
net zero 

plans

Developing 
operational/ 

cost 
efficiencies

Delivering 
social 

impact 
or purpose 
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Q. How important are each of the following strategic priorities to your 
organisation over the next 2 years?
 (BUSINESS LEADERS) % REPORTING VERY IMPORTANT OR EXTREMELEY IMPORTANT

Efficio | BRIDGING THE GAP: Procurement’s vital role in making ESG strategy a reality
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BY ASSESSING AND 
SCREENING SUPPLIERS, 
PROCUREMENT CAN BE 
INSTRUMENTAL TO THE 
REDUCTION OF SCOPE 3 
EMISSIONS.

PAUL EKINS OBE
PROFESSOR OF ENERGY AND 
ENVIRONMENT POLICY, 
UNIVERSITY COLLEGE LONDON (UCL)
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With decades of experience understanding the tensions between economic growth and environmental 
sustainability, Professor Ekins shares his insights on how climate change is likely to affect our lives in the coming 
years and which actions businesses, governments, and individuals can take to mitigate its impact. 

A CRISIS OF NATURE 

Although climate change has been a central topic in the 
public discourse for some time, Professor Ekins believes that 
the global population is still unaware of the magnitude of 
the crisis and its potential consequences.  

“Global emissions and atmospheric concentrations of 
greenhouse gases show an inexorable rise, increasing to 
levels well outside the climatic range in which humans have 
prospered. Freak weather events will become more frequent 
and more severe, making certain geographic regions 
entirely uninhabitable. Millions of people are going to be on 
the move, putting unprecedented pressures on the global 
community. The public will be very surprised when they find 
their societies and ways of life brought to a dead halt,” he 
warns. 

Ekins adds that amidst concerns over carbon emissions 
and global warming, another significant environmental 
emergency has been left largely unchecked. “Rates 
of biodiversity loss are very concerning.  The world is 
now experiencing its sixth major extinction of species, 
comparable to when the dinosaurs disappeared 66 million 
years ago. While there have been mass extinctions before, 
this is the first one that appears to have been engineered by 
another species: humanity.”

OBSTACLES TO ACCELERATED ACTION 

While Ekins emphasises that governments, businesses, 
and citizens all have a role to play in driving change, he 
also acknowledges the complexity of trying to reconcile 
sustainability targets with economic development.  

“Governments do not dare to take more drastic action in the 
form of policy or taxation, because they are afraid citizens 
will vote them out. Government inaction then leads citizens 
to believe that the situation is not as serious as scientists 
say it is. Meanwhile, businesses are trying to navigate a 
competitive market with investors demanding quarterly 
figures, so they are waiting for government regulation to 
level the playing field and enable them to spend more on 
sustainability,” he explains. 

Due to the deadlock involving these three big parties, Ekins 
points out, progress to date has only been made at a glacial 
pace. 

THE ROLE OF PROCUREMENT IN GREENING BUSINESSES 

With increasing government constraints on carbon 
emissions, businesses are realising the significant financial 
and reputational risks associated with sub-par practices in 
the supply chain. Professor Ekins believes that Procurement 
can play a key role in addressing those risks. 

“Corporates have become very aware of the fact that what 
they buy constitutes a major component of their carbon 
footprint. By assessing and screening suppliers, Procurement 
can be instrumental to the reduction of Scope 3 carbon 
emissions,” Ekins states. 

Beyond that, Procurement is also responsible for ensuring 
that the wider economic activities linked to the supply chain 
are in line with the firm’s ESG commitments and values. 
“Good visibility and disclosure of practices in the supply 
chain are essential, as they enable investors and consumers 
to adjust their investments and consumption accordingly.” 

Stressing the importance of quality data, he adds: 
“Information is absolutely critical. Some industries have 
started introducing product passports, microchips that store 
all the information from the extraction of the raw material, 
through to the final consumer good. But it is not cheap, and 
businesses have got consumers who are looking at the price 
of products and are prepared to switch to a competitor at 
the drop of a hat.”  

Ekins adds that “Varying levels of consumer demand for 
green products across different markets impact the extent 
to which businesses can make – and deliver against – 
ambitious sustainability targets and commitments. In 
countries where the population is highly aware of climate 
issues, companies are more likely to be able to take these 
big steps without significant financial risk. For companies, 
these are very tricky calculations that have to be done on a 
case-by-case basis.”

efficioconsulting.comINTERVIEW
PAUL EKINS OBE  | PROFESSOR OF ENERGY AND ENVIRONMENT 
POLICY | UNIVERSITY COLLEGE LONDON
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FOLLOW THE MONEY
The corporate landscape is changing at a faster pace than ever 
before and, after more than two years of turmoil, organisations 
are reassessing all facets of their businesses. Core to this is 
investing in strategic projects that create long-term business 
value, secure business-resilience, and formally embed new 
ways of working. 

Our research shows that almost half (49%) of corporates are 
investing in digital transformation programmes.
 
Companies see adopting more agile IT infrastructure that builds 
enterprise-wide resilience geared to meet any future periods of 
uncertainty as a key success factor. Talent management remains 
as critical as ever.

FIGURE 2: WHILE TRADITIONAL BUSINESS OBJECTIVES STILL DOMINATE THE AGENDA, TWO OF THE TOP FIVE 
STRATEGIC PROJECTS BUSINESS LEADERS ARE INVESTING IN ARE ESG-FOCUSSED (ENVIRONMENTAL 
SUSTAINABILITY AND DEI)

Businesses need to demonstrate their commitment 
to sustainability through actions. There are some 
companies that have really pushed the boat out. 

Motorcar manufacturers like Volvo are starting to use coal-
free green steel, which would have been unimaginable a few 
years ago due to the price of the innovative technologies it 
requires. But they were bold and reckoned that their customers 
would be willing to absorb that higher price in exchange for a 
‘green’ car.” 

efficioconsulting.com

PROFESSOR PAUL EKINS,     
OBE, UCL

Q. In which projects or activities are you currently investing? 
(Top 5 shown) (BUSINESS LEADERS)

Digital transformation

Environmental sustainability

Diversity, Equality & Inclusion

Transitioning to remote/ 
hybrid working

Talent management

49%

47%

44%

35%

32%

Efficio | BRIDGING THE GAP: Procurement’s vital role in making ESG strategy a reality



LIP SERVICE OR REAL INTENT?
There is, however, much to infer from where an organisation 
spends its money. Whilst businesses are also planning to spend 
on Environmental Sustainability (47%) and Diversity, Equity, and 
Inclusion (35%), the relative disconnect with strategic priorities 
implies that organisations are either early in the journey and 
hence still needing to gear up, or the investment is a compliance 
measure: more needs-focussed than strategic. Likely both, in 
many cases.

It should therefore generally be viewed as a warning sign that 
we are still not moving at ESG issues fast enough, nor with the 
commitment to make real change. 

One organisation leading the way with clear intent and a plan 
to match – and offering a blue-print for other organisations – is 
the UK’s National Health Service.

efficioconsulting.com
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WE ARE 
DECARBONISING 
THE FIFTH LARGEST 
ORGANISATION IN THE 
WORLD.

DR NICK WATTS
CHIEF SUSTAINABILITY OFFICER, 
NATIONAL HEALTH SERVICE (NHS)
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As the link between climate change and human health becomes increasingly obvious, Dr Nick Watts is 
focussed on driving the NHS’s overarching goal to provide high-quality care for all – now and for future 
generations – through building up the resilience of the NHS, its supply chain, and the wider healthcare system. 
The NHS is the publicly funded healthcare system in the UK. It is one of the largest employers in the world, and 
is the biggest in Europe, with over 1.3 million staff. 1

SETTING AN AMBITIOUS TARGET

The NHS contributes 5% of the UK’s total emissions and 40% of 
its public sector emissions. Dr Nick Watts acknowledges, “This 
is a large operation. We are decarbonising the fifth largest 
organisation in the world.”

Of the NHS’s net zero target, Watts explains, “It is designed to 
be right on the cusp of ambitious but feasible. The second we 
start to gain more confidence that we are 100% going to hit 
our target, we will move the target forward and increase our 
ambition.”

“We have 20 years. This is a sprint, and we have to start 
running. That means you do not get to say, ‘I do not have all 
the answers today, so I will wait around.’ You have to run at this 
problem at full speed and figure out the answers as
you go.”

Watts adds that businesses must be transparent when setting 
their targets. “The only way that we will achieve this target is 
if we are held to account, and everyone is collectively held to 
account.”

SIZING UP THE CHALLENGE OF SCOPE 3 EMISSIONS

“If you are an average pharmaceutical company, Scope 1 and 
2 emissions make up about 20% of your emissions, and Scope 3 
contributes to about 80%. Therefore, if a company says they are 
net zero based on their Scope 1 and 2 emissions only, they are 
just lying,” Watts explains, “66% of our emissions are Scope 3. It 
is critical that we tackle those broader supply chain questions 
in our net zero commitments.”

The NHS has set out a roadmap for its suppliers. By April 2023, 
all NHS suppliers with a contact worth over £5 million must 
have published a strategy that aligns with the NHS’s own 
narrow Scope 1 and 2 emissions targets. By April 2024, this 
requirement will extend to every company with an NHS contract. 
Then, by April 2027, the NHS will no longer purchase from any 
organisation that does not meet or exceed its own ambitions. 

“All contracts need to be aligned with our Scope 1, 2, and 3 
ambitions from April 1, 2027. I want to underscore just how 
achievable that is. Yes, the NHS is big. Yes, we are talking about 
tens of thousands of suppliers. But we are also talking five 
years into the future, and we are talking about a strategy to 
tackle the most existential threat facing our planet.”

COLLABORATING WITH SUPPLIERS

The NHS acknowledges that SMEs will have fewer resources 
available to achieve these targets. To remedy this, the NHS 
has given SMEs two more years to align their ambitions 
with the NHS. Watts explains, “There’s a little bit of extra 
time there for small and medium enterprises, because 
we understand they may not have the resources to pump 
into this. We want to work with these smaller suppliers to 
understand their concerns. We do not want to be unduly 
burdensome.”

The NHS looks to collaborate with its supply chain to ensure 
its ambitions are matched across the healthcare sector. “I 
expect that this will become an exciting space for innovation 
over the coming years,” Watts says.

efficioconsulting.comINTERVIEW
DR NICK WATTS | CHIEF SUSTAINABILITY OFFICER | NHS

  1 NHS, 2022
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ESG AMBITION AND TARGET SETTING
Target setting has been an enduring tool used by businesses to 
generate action and behaviour change within an organisation. 
As the boardroom agenda shifts to include ESG factors 
alongside more traditional measures of business success – 
such as revenue, profit, and market share – new commitments 
are being made to sustainability targets.
 
More than three quarters of businesses have set – or are in 
the process of setting – a target to reduce or eradicate waste 
material (76%), adapt to responsible resource consumption 
(76%), and improve social or community 
impacts (76%). 

Concerningly, 26% of businesses that have not started on 
the journey of target setting for a significant issue like the 
eradication of greenhouse gas emissions. (See Figure 3.)

According to research by CDP (a world-leading non-profit 
environmental disclosure platform), companies face up to 
US$120 billion in costs from environmental risks in their supply 
chains by 2026.2 Similarly, earlier this year, the Bank of England’s 
first climate stress test suggested that UK banks and insurers 
would end up taking on nearly £340bn-worth of climate-
related losses by 2050 unless action was taken to curb rising 
temperatures and sea levels.3 

Target setting is a catalyst for action. Therefore, we can argue 
that not setting targets on these issues is riskier than target 
setting and then falling short of those targets. However, there 
should be genuine intent as setting a goal is, in many ways, the 
easy part. Businesses must first identify relevant metrics and 
indicators to measure and manage progress. Transparency will 
also form a key element to the successful governance of ESG 
target setting.

Significantly, expectations about the ability for a business to 
meet their own commitments are low.  Of the 74% of businesses 
who have set or are in the process of setting a target for 
greenhouse gas emissions reduction or eradication, just 33% 
of Business Leaders in those businesses feel very confident in 
their organisation’s ability to meet the target.

Companies that do not transition to sustainable operations 
face increased risk, both operationally and reputationally – 
and yet ESG strategies and execution are not being aligned in 
many organisations. There are consequences of not meeting 
goals – particularly with an ever-increasing number of firms 
making their ESG commitments public in the form of annual 
sustainability-related reporting, signing public pledges, or 
direct B2B or B2C marketing activity. Many Business Leaders 
are acutely aware of the reputational risks of making public 
commitments but, concerningly, one third (33%) do not identify 
that overpromising on sustainability related goals is a major 
reputational risk for their organisation. 

Recently, Emma Howard Boyd, Chair of the Environment 
Agency, highlighted the risks of businesses failing to make 
credible plans and progress. This can lead to greenwashing, 
and the danger is that people “won’t realise this deception until 
it is too late,” she says. (See Figure 3.)

So, whilst ESG has risen on the leadership agenda, it is not 
yet cemented in place with firm purpose or conviction. There 
remains a gap between aspiration and firm operational reality 
born from process, alignment and, above all, confidence of 
success.

18  

Whilst Figure 1 tells us that whilst more than 75% of leaders see “minimising environmental impact” as a strategic priority, only c.40% 
of Business Leaders see this as the remit of Procurement – and this drops to 36% when we consider the C-suite alone. 

So, what is driving this?

AND WHAT OF PROCUREMENT?
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FIGURE 4: ONE THIRD OF BUSINESS LEADERS SEE NO REPUTATIONAL RISK ASSOCIATED WITH OVERPROMISING ON 
SUSTAINABILITY RELATED GOALS

FIGURE 3: ORGANISATIONS ARE MOST LIKELY TO HAVE SET OR BE SETTING ENVIRONMENTAL RELATED TARGETS; HOWEVER, 
MANY ARE NOT VERY CONFIDENT IN MEETING THEM

SETTING SUSTAINABILITY TARGETS IS FAR 
EASIER THAN ACHIEVING THEM

OVERPROMISING ON SUSTAINABILITY RELATED 
GOALS IS A MAJOR REPUTATIONAL RISK  
TO OUR ORGANISATION

8%19%74% 67%

22%

11%

11%
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Strongly disagree + Disagree Neither agree nor disagree NET: Agree + Strongly agree

Q. How confident are you that your organisation will meet its target 
related to any of the following? 
(BUSINESS LEADERS)

We are in the process  of setting a targetWe have committed  to a target

Very confident in ability to meet target

Reduction or 
eradication 

of waste 
material

76%76%

40%

76%

Improving social or 
community impacts

40%

71%

Gender 

40%

76%

Responsible 
resource 

consumption

39%

74%

Reduction or 
eradication of 
greenhouse 

gas emissions

33%

74%

Improving 
equality

33%

43%

71%

Ethnicity 
representation at 
the board level / 
within the wider 

workforce

38%

Q. Has your organisation set targets or made commitments related to 
any of the following? 

(BUSINESS LEADERS)

 2 CDP, Transparency to transformation: A chain reaction, February 2021.
 3 Future Net Zero, Climate change will lead to 340bn losses by 2050, May 2022.  19
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PART 2:

THE CURRENT 
CHALLENGES FACED 
BY ORGANISATIONS 
AND THEIR 
PROCUREMENT 
TEAMS 
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COMPETING PRIORITIES

As Business Leaders grapple with the changing nature of 
their organisation’s strategic priorities, business functions 
within them, including Procurement, must also adapt to 
these shifts. 

Procurement teams have a long-standing remit to deliver 
cost benefit and ensure supply chain resilience. It is 
therefore unsurprising that Procurement Professionals are 
still most likely to identify these two facets as their team’s 
measure of success (66%). In comparison, ESG issues such as 
establishing the environmental sustainability of the supply 
chain (44%) and carbon neutrality of the supply chain (28%) 
feature further down the list as measures of success in 
their teams. 

Our research finds a clear disparity between the reality of 
the CPO, compared to other Procurement Professionals. 
For example, while almost three in five (59%) CPOs state that 
their team captures metrics to measure success that are 
related to environmental sustainability in their supply chain, 
the average among all Procurement Professionals is 38%. 

This may be a representation of the greater level of 
oversight that CPOs perceive of the whole function. 
However, we believe it’s likely the opposite: CPOs are having 
to be too focussed on compliance-based metrics and not 
the core ESG issues and opportunities that the teams can 
see from interacting with the goods and
services on a daily basis.

To successfully achieve ESG targets we face many hurdles to change that will require consumers, businesses, and governments to 
come together – consumers to create the demand, businesses to innovate the solution, and governments to remove market barriers 
and inequalities.

Sustainability also competes against many other critical objectives for limited resources in terms of time and money. Through our 
research, we have started to understand some of the barriers to the scale and pace of change.

To enable the sustainability agenda to progress, 
“We need to activate a change programme for 
society. This starts with innovators developing great 

ideas that shift life away from fossil fuels. Private companies 
and public money need to support this group and their 
innovations. The regulator must ensure these great ideas make 
it to market, and consumers have to buy this stuff. We need to 
change our individual behaviours.” 

THOMAS UDESEN
CHIEF PROCUREMENT 
OFFICER, BAYER

FIGURE 5: COST BENEFIT TO THE WIDER ORGANISATION AND QUALITY OF SOURCING ARE THE KEY FACTORS 
PROCUREMENT TEAMS ARE ASSESSED AGAINST – FEWER THAN TWO IN FIVE ARE MEASURED AGAINST THE 
SUSTAINABILITY OF THE SUPPLY CHAIN
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Q. In which areas do you capture metrics to measure the success of your 
team? 

(PROCUREMENT PROFESSIONALS)
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FIGURE 6: IN THE CURRENT MARKET AND GEOPOLITICAL LANDSCAPE, SUPPLY CHAINS ARE 
PRESSED BY UNEXPECTED DISRUPTIONS

Q. You stated that supply chain disruption poses a significant challenge 
to your organisation. What are the specific challenges you are facing in 
relation to your supply chain? 

(BUSINESS LEADERS)

  4 The National Law Review, Ukraine Crisis Increases Supply Chain Cyber Risk, April 2022, Volume XII, Number 110

EXTERNAL PRESSURES AND THE MACRO ENVIRONMENT

As outlined in Part 1, there is great potential for Procurement 
to address ESG factors within the supply chain. However, 
there also needs to be a recognition of the reality of the 
current market environment.

Against the backdrop of the pandemic, Brexit, ongoing US-
China trade tensions, and the war in Ukraine, global supply 
chains have faced extreme levels of disruption, with many 
procurement teams facing a pinch point. 

Business Leaders identify a wide range of supply chain 
challenges: almost half (49%) acknowledge that their 
business is struggling to adapt to supply chain disruptions, 
47% see sourcing from more localised suppliers as a 
challenge, and 46% are facing significant cost fluctuations. 

At the time of this report, the situation in Ukraine remains of 
real concern for many Businesses Leaders and Procurement 
Professionals. As with any conflict, there is a risk of further 
escalation, and the situation remains volatile.

Key material shortages are already hitting hard, as are cost 
increases that are likely to drive inflation up to double digits 
in many parts of the world. In this context, it is easy to see 
why ESG factors start to take a back seat. But this would 
be short-sighted – ESG is also part of the solution. Lower 
and greener energy usage, materials efficiency, and supply 
chain security are all part of a sustainable future not held to 
ransom by fossil fuel and raw material supply chains.

Cross-border trade and supply chains drive economic 
efficiencies and often offer a level of global integration and 
security not achievable through diplomacy.

However, government officials in Ukraine have cautioned 
organisations to be prepared for increased cyber-attacks 
on business and critical infrastructure in the country4 and so, 
as we address more fully in Part 4, one of any organisation’s 
key tasks will be to establish much better supply chain 
visibility – particularly beyond tier 1 suppliers. By improving 
visibility, procurement teams will reap the rewards of being 
able to react and adapt quickly to unexpected disruptions 
and macro events. (See Figure 6.)

When immediate existential threats surface, it’s natural 
that businesses react and redirect their energies. If a 
business doesn’t survive, it is no longer able to support 
sustainability, regardless of how lofty its ambitions. In 
some ways, sustainability’s lengthy timelines make it a 
victim of prioritisation: a smaller issue today will generally 
outcompete a larger issue tomorrow.

At the time of writing, Conservative Party candidates were 
jostling for leadership status and, in doing so, tended to 
make short-term promises at the expense of sustainability 
and climate change. If Government is so readily swayed 
by the winds of partisan politics, then we lose the impact 
of one of our core pillars of change – something far more 
destabilising than temporary business reprioritisation.

The goal must be for short-term success to merge with long-
term sustainability. Chris Johns, CFO at Yorkshire Water, has 
a clear view on how to start this.
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YOU HAVE TO KEEP 
PROMPTING PEOPLE 
TO THINK ABOUT THE 
OTHER CONSIDERATIONS 
OUTSIDE OF COST. 
IT IS IMPORTANT TO 
ENCOURAGE PEOPLE TO 
THINK DIFFERENTLY.
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CHRIS JOHNS
CHIEF FINANCE OFFICER, 
YORKSHIRE WATER
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Yorkshire Water is a major UK water supply and treatment utility company servicing over 2 million 
households and 130,000 businesses. Under Chris Johns and Andy Clark, Head of Commercial Services, 
Yorkshire Water has put Procurement at the heart of its decision-making. They moved the procurement 
function to sit within the finance function, with the view to better align it with the wider organisation’s 
objectives. Now, Procurement is instrumental in delivering Yorkshire Water’s business strategy, with the 
means to drive efficiency and deliver the best outcomes for the business and the environment in which 
it operates. But, like many organisations, Yorkshire Water is faced with harsh market conditions and 
increasing cost pressures.

THE CURRENT REALITY OF THE MARKET

Like many other business leaders, Chris Johns is facing up to 
the difficult reality of the current market environment: “One 
of the key issues we are grappling with at the moment are 
the cost pressures caused by inflation. This can be seen most 
markedly in FY22 in the price of fuel and rising energy bills. 
Those current cost pressures have probably added about 
£14 million to our operating costs over the last three to four 
months. Looking ahead to the current year, that is already 
growing exponentially, given the conflict in Ukraine and the 
impact that is having on the energy markets. Trying to deal 
with those cost pressures is a major priority for us currently.” 
Despite this, the organisation is still able to stay focussed on 
what will drive long-term value.

TAKING A MORE HOLISTIC APPROACH

To remain resilient and continue to provide, remove, and 
recycle water to a growing population at a price they can 
afford, Yorkshire Water must consider all forms of capital. 
“Resilience is essential for us to maintain our operational 
performance,” Chris Johns says. 

Increasingly severe and often extreme weather events leave 
the water services industry exposed to the natural world. 
Johns explains, “The impacts of these events and the resultant 
complexities can be huge. We are heavily reliant on power 
companies, and if there are power failures, our works shut 
down. It costs us millions to get things back up and running, 
particularly over the winter months coupled with impacts on 
our regulatory service standard targets.” 

Yorkshire Water must therefore be highly resilient to ensure 
that it can continue to deliver essential services amid the 
rapidly developing intensity of climate change impacts. 
Yorkshire Water has adopted the “six capitals” approach, 
which considers the financial, manufactured, intellectual, 
human, social, and natural capital an organisation in the 
supply chain may use or effect. 

“These six lenses ensure businesses look beyond the financial 
ROI and do not dismiss a scheme when it does not pay back 
financially if it contributes to the long-term environmental 
improvement of an area. That concept goes to the heart of 
ESG.”

The business case for ESG benefits is often hindered by 
the difficulty in quantifying some ESG data. As a result, 
“you have to keep encouraging people to think about the 
other considerations outside of cost. It is important that our 
colleagues think differently, and this will be essential to get to 
net zero and meet the targets that the business has set itself.”

Over the last two years, Johns and Clark have effectively 
embedded the procurement team within the finance 
function, so that it now informs Yorkshire Water’s strategic 
business planning. “That has been a fundamental mindset 
shift. It is important for the procurement function to 
really understand the pressures and challenges that the 
operational team faces for it to optimise both the commercial 
and operational outcomes,” Johns explains.

Clark, as Head of Commercial Services, reports directly to 
Johns, “The combined Yorkshire Water and Efficio team leads 
Procurement and liaises with all the leadership teams across 
the business. It is crucial that they are really visible among 
the key internal clients.”

PRESSURE TO EVIDENCE ESG FACTORS

While it is increasingly commonplace for suppliers to 
be required to provide information regarding their ESG 
credentials, smaller companies are somewhat behind in 
being able to offer this information. 

“We primarily contract tier two companies linked to the 
framework models we have adopted for this current 
regulatory period, and in doing that we have removed the 
corporate badging that comes with transacting with a tier 
one, as many of our current supply chain partners are on a 
journey to improve their ESG reporting,” Johns says.
“The tier two community are still probably a couple of years 
off being able to fully report the likes of say carbon and 
ED&I information and fit with what Yorkshire Water is aiming 
for. That community will mature to embrace and match 
corporate and society’s expectations.”

However, referring back to the six capitals approach, Johns 
adds, “You have to be mindful when driving hard on price. It 
costs money for the supply chain to change the way that they 
work currently, and these costs really add up, diminishing 
their margin or increasing the cost for the client. So, it is a 
fine line from a commercial perspective.”

efficioconsulting.com

CHRIS JOHNS | CFO | YORKSHIRE WATER
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TOO MUCH TO COMPUTE
Viewed through the lens of the triple bottom line (People, 
Planet, and Profit), Capitals (as Yorkshire Water does), or the 
UN Sustainable Development Goals (as many others do), the 
subject of sustainability is all-encompassing. As such, it’s hard 
to know where and how to start, too often leading to poor 
prioritisation, inertia, or a tendency to fall back on easy wins, 
tick box activities, and management of regulatory risk rather 
than progressive change.

When we asked about the assessment of third-party suppliers, 
assessment levels quickly drop off beyond suppliers’ financial 
strength (Figure 7). By and large, anything not related to 

financial security tended to be compliance-related – the types 
of questions that are easy to ask (and risky not to ask) but not 
generally insightful.

But this is not typically where businesses and Procurement 
want to be. It’s seen as a low value-adding administrative 
burden and detracts from efforts to make tangible 
improvements elsewhere.

In our next interview, Rachel Dolan from Permanent TSB, a 
leading Irish high-street bank, gives an honest assessment.

Q. With ESG and sustainability becoming more important drivers of 
business value, do you currently assess third-party suppliers against any 
of the following criteria? 
(PROCUREMENT PROFESSIONALS)
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FIGURE 7: SUPPLY CHAIN ENVIRONMENTAL AND SOCIAL RISK FACTORS ARE SIGNIFICANTLY LOWER IN PRIORITY 
THAN SUPPLIERS’ FINANCIAL STRENGTH
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LEADERSHIP TEAMS AND 
STAKEHOLDERS ARE NOW 

RECOGNISING THE VALUE-
ADD OF PROCUREMENT. AS A 
RESULT, WE ARE SEEING THE 
PROCUREMENT FUNCTION 
INCREASINGLY INVOLVED 
IN THE KEY STRATEGIC 
INITIATIVES OF THE 
BUSINESS.
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RACHEL DOLAN
HEAD OF PROCUREMENT 
AND SUPPLIER RELATIONSHIP 
MANAGEMENT, PERMANENT TSB
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Over the past eight years, Rachel Dolan and her team have transformed Procurement at Permanent TSB 
into a key enabler of the bank’s key strategic functions. Touching upon the firm’s ESG priorities and Irish 
market-specific challenges, she discusses the role of procurement in advancing the organisation-wide 
sustainability agenda.

COMMUNICATING THE VALUE-ADD OF PROCUREMENT

“Leadership teams and stakeholders are now recognising 
the value-add of Procurement. As a result, we are seeing 
the procurement function increasingly involved in the key 
strategic initiatives of the business. The function is no longer 
perceived as a purely administrative, process-oriented 
function,” says Dolan.

Procurement has got a seat at the table by showcasing 
its contribution to the business. Dolan explains, “To get 
board-level buy-in you must go beyond delivering against 
your targets and communicate your story and wider 
purpose within the business. In our case, it was through a 
cost optimisation journey that laid the foundations for a         
cost-conscious culture in our organisation.”

EMBARKING ON A GREEN JOURNEY

After navigating Ireland’s economic downturn, the COVID-19 
pandemic, a large-scale digital transformation process, and 
major acquisitions, Permanent TSB’s next strategic priority is 
to develop its sustainability agenda. 

“The Bank has made significant progress on its sustainability 
journey over the last number of years, including the launch 
of the Bank’s new Sustainability Strategy in late 2021. We 
have also been implementing a comprehensive D&I strategy 
and recently launched our first green product to the market. 
With increasing regulatory and disclosure requirements 
around climate reporting, sustainability is a key pillar of our 
strategic plan for the next few years.” 

FROM AD-HOC TO STREAMLINED

In the financial services industry, Dolan explains, the remit 
of the procurement function is highly complex. “We buy a 
range of different professional services and IT services. We 
are responsible for overseeing the people chain, where 
companies are based, how they operate, and what their 
credentials are.”

In light of this, implementing ESG in procurement requires 
adjustments from supplier screening and onboarding 
through to governance and reporting.

“We have created an integrated, comprehensive 
framework for sustainable procurement. We have 
engaged with a financial services qualification system 
called Hellios, and we are mandating in terms of our 
due diligence that suppliers are members of the Hellios 
community. This enables us to ask a suite of questions 
aligned to ESG criteria, assessing suppliers’ policies and 
certifications at the onboarding stage. We have also 
updated our contracts in relation to ESG expectations and 
are in the process of rolling out a Sustainability Charter.”

With ESG metrics and accreditation still an emerging space, 
procurement teams encounter a range of different barriers 
in the process of trying to access and evaluate supplier 
data.
 
Dolan explains that the range of different accreditations, 
risk appetites, and questions make it difficult to 
implement a streamlined assessment system across 
the supply chain. “The magic here lies in allowing your 
suppliers to give you data in a particular way that 
enables you to mine it and understand it, without creating 
further blockages. It is also essential that this data can 
be updated regularly and reported back to the wider 
organisation,” she says.

Dolan is conscious that with the cross-sectoral ESG 
landscape constantly evolving, assessment structures must 
be flexible so they can be tailored to shifting priorities and 
areas of focus. “The better our data flows are, the better 
we will be able to cope with changing question sets and 
requirements,” she concludes.
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When senior visions are not aligned throughout an organisation by being operationalised, resourced, and supported through 
reinforcing techniques – such as bonus incentives and other positive feedback loops – then objectives will be late, diminished, or fail.

Thomas Udesen and Bayer recognise incentives as a critical tool for change.

Without the support of the CEO or equivalent, 
sustainability does not happen. The CEO has 
to give encouragement to employees and key 

business functions to think about these issues. Even better 
if it is built into promotion rounds and remuneration. It is 
a question of driving the culture, so that employees also 
adopt those values and mindset.” 

PROFESSOR PAUL EKINS
OBE, UCL
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Q. What is the remit of the procurement function at your organisation? 
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We have seen in the data that C-suite objectives and 
expectations do not necessarily correlate with those lower 
down the chain of command. The C-suite’s understanding of 
Procurement’s remit also differs from the way those working 
in the function see their role and the value they can add to the 
business. 

For Procurement Professionals, the traditional procurement 
asks such as delivering cost savings, stand out as the top 
priority. On the other hand, those in the C-suite are more 
likely to see Procurement’s remit as spread out across a range 

of different responsibilities. However, sustainability is clearly 
not seen as a procurement priority, with less than half of 
Procurement Professionals and C-suite leaders selecting ESG-
related responsibilities as part of the remit of the Procurement 
function.

Procurement is not widely seen as a strategic function, with 
only 35% of Procurement Professionals and 29% of C-suite 
leaders stating that “shaping organisation-wide strategy” falls 
within Procurement’s remit.

STRATEGIC AND OPERATIONAL DISCONNECT

FIGURE 8: THE C-SUITE DOES NOT SEE PROCUREMENT’S ROLE IN THE SAME WAY AS PROCUREMENT PROFES-
SIONALS DO – THIS MISALIGNMENT NEEDS RECONCILING
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THE MINDSET OF THE ONE 
MILLION PROCUREMENT 

PROFESSIONALS WORLDWIDE 
NEEDS TO SHIFT. IF YOU 
CHANGE THE MILLION, YOU 
SAVE THE PLANET. IT IS THAT 
SIMPLE.
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OFFICER, BAYER
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Bayer is a world leading pharmaceutical and biotechnology company headquartered in Germany, with a 
global reach. With 20 years’ experience in procurement, Thomas Udesen is well versed in the wide-ranging 
challenges of delivering a sustainable supply chain. Bayer has co-founded two industry initiatives – the 
“Pharmaceutical Supply Chain Initiative” (PSCI) and “Together for Sustainability” (TfS) – which encourage 
collaboration across businesses to drive awareness on responsible sourcing practices. Udesen is also a co-
founder of the Sustainable Procurement Pledge.

REBRANDING PROCUREMENT

Organisations typically keep procurement in a box, focussed 
on cost, quality, and reliability. “Procurement has been 
largely misunderstood in many organisations, and the ESG 
dimension has been knocking on shut doors. However, that 
is the legacy,” says Udesen.

“There is a growing number of people looking at 
procurement from a completely different angle. There 
is no doubt that many organisations in the supply chain 
want procurement to just keep taking a finance-focussed 
view. However, CPOs that report into other functions of the 
business, such as the CFO or the transformation leader, have 
a much more comprehensive picture.”

The head of sustainability at Bayer is the CEO. This top-
down approach to ESG leadership ensures that sustainability 
is hardwired throughout an organisation’s processes and 
strategy. Additionally, employees are given a financial incentive 
to promote sustainability within the organisation. Udesen 
explains, “Everybody’s bonus is dependent on the company’s 
sustainability performance, not the financial performance in 
isolation – it is both.”

AVOIDING AN ADMINISTRATIVE BURDEN

Organisations are struggling to access accurate data from their 
suppliers on their ESG credentials. “It is a nightmare. Mostly, the 
data is poor, making it difficult for procurement teams to be 
aware of who they are actually dealing with”.

Whilst tech start-ups are starting to provide solutions, the data 
is still fragmented. “A platform solution that captures all the 
company’s data is needed to provide organisations with all the 
necessary information to access who they are dealing with and 
how they operate – but this does not exist.”

It is important that the supplier data gaps are not filled by 
placing a greater administrative burden on the companies 
with more frequent and complex questionnaires. Therefore, 
there needs to be cross-industry collaboration. “If 50 different 
organisations are sending 50 different questionnaires to the 
same suppliers, the suppliers will be spending their time filling 
in these questionnaires, instead of working to fix these issues. An 
audit for one must be an audit for all.”

In terms of public procurement, Udesen says, “It is subject to 
unreasonable regulation and procedures. As a result, nobody 
feels empowered to do the right thing. The solution is not 
difficult, but first, leadership needs to take the admin out.” 

ACTIVATING CHANGE

To enable the sustainability agenda to progress, “We need 
to activate a change programme for society. This starts with 
innovators developing great ideas that shift life away from 
fossil fuels. Private companies and public money need to 
support this group and their innovations. The regulator must 
ensure these great ideas make it to market, and consumers 
have to buy this stuff. We need to change our individual 
behaviours.”

“However, most importantly, procurement needs to create 
the pull for these innovations by making ESG-based choices. 
The mindset of the one million procurement professionals 
worldwide needs to shift. If you change the million, you save 
the planet. It is that simple.”

efficioconsulting.com
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WHAT OF LEADERSHIP?

If Procurement is not empowered, who is?

Procurement may be bought into the criticality of ESG and 
sustainability and pushing to be part of the solution. However, 
who is currently leading the charge within businesses? HR 
certainly play a role with regard to people parameters. 
Operations and Facilities will look towards energy usage 
and waste. But these are almost always internally-focussed. 
Sustainability leads will be looking to steer activity, but without a 
team below them, this will largely be led through policy and peer 
influencing. They rarely get to influence into the supply chain. 

Recalling Dr Nick Watts’ interview, we need to fully embrace the 
reality that up to 80% of all ESG impact occurs within the supply 
chain. In Greenhouse Gas (GHG) emissions terms, we’ve too long 
focussed on Scopes 1 and 2, avoiding the elephant in the room 
that is Scope 3 – for understandable reasons, complexity being 
one. We can argue that if every organisation effectively manages 
its own Scopes 1 and 2, then Scope 3 goes away, but pragmatic 
reality dictates that this won’t happen, at least not quickly enough 
if pressure is not exerted right through the market from top to 
bottom. 

Procurement must play a leading role.

A DEARTH OF DATA

Modern organisations are data-led and rely on evidence-based 
decision making to move forward. Data is a business’s life blood 
and big data reigns. Without clear, reliable data, it is hard to 
prioritise and reach consensus, especially in larger organisations.
Once a decision is made and action is taken, the feedback loop 
then doesn’t exist to reinforce the activity or stimulate a further 
change of course.  

ESG data is notoriously inconsistent and unreliable. For many, 
this leads to frustration. For others, it opens up opportunities for 
false promises and greenwashing. In a recent stand against 
Greenwashing, Emma Howard Boyd, Chair of the Environment 
Agency, addressing the UK Centre for Greening Finance 

and Investment Annual Forum, warned that businesses are 
embedding liability and storing up risk for their investors by giving 
the false impression they are addressing the climate crisis. 

“As with the government’s ambition for net zero by 2050, 
delivering on climate resilience and nature recovery requires 
robust, consistent, and trusted data,” 5 says Boyd. 

Our analysis shows that there is a strong sense among 
Procurement Professionals that many of their suppliers are 
still ‘playing catch-up’ when it comes to understanding and 
measuring their own environmental footprint.  

Among Procurement Professionals who are already taking 
steps to green their supply chain, over half (54%) feel there is 
a knowledge gap among suppliers, 40% have difficulties with 
monitoring fragmented suppliers, and over a third (35%) feel 
there is a lack of high-quality data. Significantly fewer than one 
in ten (8%) Procurement Professionals already greening their 
supply chain do not identify any challenges. In this nascent space, 
developments are clearly needed for supply chains to mature. 

34  

  5 Finance, Resilience, Net Zero and Nature, speech by Emma Howard Boyd, Chair of the Environment Agency, July 2022
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FIGURE 9: PROCUREMENT PROFESSIONALS IDENTIFY SUPPLIERS’ LACK OF KNOWLEDGE AROUND ESG AS THE KEY 
INHIBITOR TO SUSTAINABILITY IMPROVEMENT; THEY ALSO SAY THAT PROCUREMENT INCENTIVES ARE GENERALLY 
NOT ALIGNED TO SUSTAINABILITY

This is particularly the case when it comes to smaller suppliers 
who will need more time to adapt to increased scrutiny. Small- 
and medium-sized businesses (SMEs) seldom get support from 
the corporations to which they sell, or from other supply chain 
partners to gear their business to better social or environmental 
standards. Likewise, financing options are not available to SMEs 
in the same way they are available to larger corporates. This is 
particularly the case for SMEs within emerging economies.
 
It is important that the additional focus procurement teams 
place on ESG results in meaningful action  rather than increased 
administrative burden, and that there is an understanding that 
smaller firms may lack the know-how or resource to transition 
to more sustainable working practices. Of course, in forward-

focussed businesses and teams, the actions of Procurement over 
the coming months and years should push suppliers in the value 
chain to become cleaner and more sustainable. Much of this will 
rely on innovative thinking, action, and technology. But suppliers 
must be given just time to innovate.

Actors in the supply chain will also benefit greatly from 
industry-wide collaboration (such as that from the Sustainable 
Procurement Pledge6 ). Collaboration between larger 
organisations and small suppliers will be needed to facilitate 
knowledge sharing and effective use of technology and 
resources across supply chains in different geographies and 
sectors.

efficioconsulting.com

Q. What are the key challenges that you face in improving the 
sustainability of your supply chain?  
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  6 The Sustainable Procurement Pledge, 2022
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A LACK OF VALUE DEFINITION

Information is absolutely critical. Some industries 
have started introducing product passports – 
microchips that store all the information from the 

extraction of the raw material through to the final consumer 
good. But it is not cheap, and businesses have got consumers 
who are looking at the price of products and are prepared to 
switch to a competitor at the drop of a hat.”

PROFESSOR PAUL EKINS
OBE, UCL

We have seen from the data and interviews that ESG extends far 
beyond altruism – it has real value for organisations. Yet for many, 
a clear and consistent value definition is still lacking. Much like a 
lack of data inhibits progress, so does the lack of alignment on the 
relative benefits of different activities … or on the cost of progress. 

Stronger rates of improvement have been seen when ESG has 
been translated to monetary values. For companies committed to 
net zero who pay to offset those emissions they cannot remove, 
there is a value per tonne of CO2 equivalent (tCOe). This allows a 
clear cost-benefit choice to be made: remove or offset.

Ultimately, sustainability done well can help reduce costs, 
increase revenues, increase margins, and improve access to 

cost-effective financing. We just need to find a way to quantify 
and acknowledge this value. For procurement teams, this means 
looking beyond  “cost out” measures alone.

Our research indicates that business leaders see employees’ 
expectations and consumers’ demands as almost as important 
as the CEO’s vision in driving the organisation’s strategic priorities. 
Recall that talent retention was a key issue for businesses – if your 
business is not seen as doing the right thing, then talent will drop 
and, in turn, so will revenues and profit. Consumers will pay more 
and have greater brand loyalty for committed proponents of 
sustainability.

Q. Which of the following stakeholders are the key drivers for your 
organisation’s strategic priorities? 
(BUSINESS LEADERS)

CEO or 
leadership team

Regulators / 
policymakers

Employees Disruptors in 
the market

Consumer / 
customer

Stakeholders

54%
50% 49%

250-499 (41%)
+10,000 (54%)

250-499 (30%)
+10,000 (24%)

42%

29% 29%

FIGURE 10: EMPLOYEES ARE ALMOST AS INFLUENTIAL AS LEADERSHIP TEAMS IN DEFINING STRATEGY –             
INTERESTINGLY, LARGER ORGANISATIONS FEEL MUCH MORE IMPACTED BY REGULATION AND POLICY THAN 
THEIR SMALLER-SIZED PEERS
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Finally, we find there is a lack of resource and expertise to 
drive sustainability forwards.  

Half of Procurement Professionals feel that recruiting and 
retaining people with the right skills and knowledge is one of 
the greatest challenges their teams are facing. In addition, 
almost one in three Procurement Professionals identify the 
lack of resource and investment as a key challenge. 

Why is there a reluctance to invest in Procurement? Almost 
half of CPOs think that there is a lack of board-level buy-in 

and understanding as to what Procurement does. Those 
in the C-Suite are unlikely to think that allocating more 
resources to Procurement will support the sustainability 
agenda or make an impact on the success of the business as 
a whole.  

They could not be more wrong. Investing in Procurement 
means empowering the function to attract visionary talent 
and expertise and evolve into a strategic driver of the 
organisation. 

38  

Difficulties in recruiting 
and retaining people 

with the right skills and 
knowledge

Lack of resource and 
investment

A lack of strategic 
thinking within the 
procurement team

A limited remit 
to operate

Lack of board-
level buy-in and 

understanding as to 
what Procurement 

does

Lack of trust 
from the various 

functions across our 
organisation 

50%

30%

49%

41%

36%

49%

31%

38%

29%
27% 27%

25%

All Procurement Professionals
CPO

Q. What are the key challenges facing your team?
 (PROCUREMENT PROFESSIONALS)

A LACK OF RESOURCE

FIGURE 11: PROCUREMENT PROFESSIONALS FIND RECRUITING AND RETAINING TALENT A KEY CHALLENGE. THE 
LACK OF BOARD-LEVEL BUY-IN IS FELT MOST ACUTELY AMONG CPOS
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PART 3:

UNLOCKING THE  
POTENTIAL IN  
PROCUREMENT

A PROCUREMENT-SHAPED HOLE

All the challenges described – understanding the problem, 
operationalising, gathering data insight, defining and delivering 
value, and obtaining the skills to deliver – need business-
wide drive and collaboration to achieve. But, in each case, 
Procurement is either a key enabler of change or the driver of 
the change: Procurement is the solution CEOs are looking for, 
hidden in plain sight.

Through the lens of a simplified sales process, Procurement 
needs to:

1)   Articulate its value – what is a reasonable opportunity from                 
     action or cost of inaction?
2)  Establish credibility – be honest and realistic about resources,  
      timelines, and obstacles.
3)  Deliver results – reinforce progress with quick wins and                
     measurable results.
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ARTICULATING VALUE

As identified in Figure 8, Procurement Professionals are most likely 
to recognise the remit of their role as meeting its more traditional 
demands such as negotiating and executing contracts, delivering 
cost savings, and sourcing (72%). This is followed by building 
supply chain resilience (59%). Comparatively fewer Procurement 
Professionals feel it is within their remit to ensure the social 
sustainability of the supply chain (42%), ensure good governance 
within the supply chain (41%,) or ensure environmental 
sustainability of the supply chain (38%). 
 
This perception clearly needs to change if Procurement is to 
position itself to lead supply chain sustainability and attract the 
investments it will likely need. 

Interestingly, expectations of the procurement function are less 
varied among Business Leaders, with only 50% referencing 
negotiation, executing contracts, delivering cost savings, and 
sourcing against a 49% and 41% for Supply Chain Governance 
and Environmental Sustainability respectively. 

It appears to be the CPO, however, who is the most ambitious 
with the role they can play in ESG and wider strategic initiatives. 
There is a significant difference between the perceptions of CPOs 
compared to the average among all Procurement Professionals 
when it comes to defining the remit of Procurement. CPOs are 
more visionary and ambitious. As such, they see a wider-scale 
role for their teams, compared to those in less senior positions. As 
seen in figure 11b, 69% of CPOs see the remit of their procurement 
function as ensuring good governance within the supply 
chain, compared to an average of 41% among all Procurement 
Professionals. Additionally, 67% of CPOs see the remit of their 
procurement function as ensuring social sustainability in the 
supply chain, compared to an average of 42% among all 
Procurement Professionals.  

CPOs are more visionary and ambitious. As such, they see a 
wider-scale role for their teams, compared to those in less senior 
positions. The challenge among CPOs is to communicate a more 
ambitious and broader vision of Procurement to their teams.
 
In many organisations, the CPO will ultimately be the bridge 
between strategy and execution. Traditionally, the CPO has been 
front and centre of cost optimisation activities – but CPOs who 
have proven their ability to deliver these cost requirements can 
start to look beyond this mandate and focus on the strategic 
value-add that they can deliver within their organisation by 
contributing to E, S, and G efforts. In doing so, they will also need 
to lead their prospective teams through a process of culture and 
mindset change.  

CPOs must continue to market themselves internally, be 
fully visible and accessible to the board. In turn, they will 
have increased opportunity to chair conversations with 
their management team to firmly articulate the value that 
Procurement can bring to the organisation. Ultimately, articulating 
value comes down to developing the right relationships and 
seizing the moment to tell the story of Procurement. 

CREDIBILITY’S ROLE

Credibility comes from a track record of success and the ability 
to foresee and express issues and constraints, whilst having the 
confidence to overcome these challenges. 

Henrik Nilsen, Head of Procurement Excellence at Topdanmark, 
discusses his journey to elevate Procurement but recognises the 
need to operate cross-functionally. 

FIGURE 12: THERE IS A SIGNIFICANT PERCEPTIONS GAP BETWEEN CPOS AND OTHER PROCUREMENT 
PROFESSIONALS WHEN CONSIDERING THE REMIT OF PROCUREMENT

Q. What is the remit of the procurement function at your organisation?
(PROCUREMENT PROFESSIONALS)

Negotiating 
and executing 

external 
contracts / 
Delivering 

cost savings 
/ Sourcing 

critical goods 
and services

Ensuring good 
governance 
within the 

supply chain

Ensuring social 
sustainability of 
the supply chain

Building 
supply chain 
resilience / 
Managing 

supply chain 
risk

Ensuring 
environmental 
sustainability of 
the supply chain

Shaping 
organisation-
wide strategy

Fostering 
product 

or service 
innovation

82%
72%

41%

67%

42%

64%
59%

51%

38% 41% 35%
31% 29%

CPO
All Procurement Professionals

69%
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PROCUREMENT WAS 
NOT ON THE AGENDA 

WHEN WE STARTED THIS 
TRANSFORMATION JOURNEY 
TO CENTRALISE THE UNIT. 
TODAY, IT IS ONE OF THE 
ORGANISATION’S KEY 
STRATEGIC PILLARS.
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HEAD OF PROCUREMENT 
EXCELLENCE, TOPDANMARK
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Topdanmark is a leading insurance company based in Denmark. With over 14 years of experience in 
procurement, Henrik Nilsen shares his perspective on the importance of Procurement to achieve strategic 
goals and predicts that ESG will continue to take up more space on the boardroom agenda.

FROM ADMINISTRATIVE TO STRATEGIC

As Head of Procurement Excellence at Danish insurance 
company Topdanmark, Henrik Nilsen has been focussed on 
establishing the procurement function as a strategic unit 
and reducing its administrative role. “Procurement was not 
on the agenda when we started this transformation journey 
to centralise the unit. Today, it is one of the organisation’s key 
strategic pillars,” says Nilsen.

Procurement is increasingly viewed as a key route to 
reducing costs. “Procurement is playing a multi-dimensional 
role in creating a sustainable and profitable product. We 
are taking a holistic approach to reach maximum value. It 
means evaluating price, service, customer journey, ESG, as 
well as internal processes.”

Procurement’s role in value creation encouraged the 
organisation to consider it as a key strategic driver. Nilsen 
explains, “The first year was focussed on building a strong 
foundation, introducing new sourcing processes, tools 
and launching key projects identified during our initial 
Opportunity Assessment. Through these engagements, 
we demonstrated that Procurement can create value and 
deliver real money. This creates trust and gains credibility.”

However, Nilsen does not see Procurement as the core 
driver of ESG within the organisation. Instead, “ESG strategy 
should be owned by an ESG team that the procurement 
team supplements. There should be a central unit making 
sure that there’s a connected approach taken across the 
organisation.”

THE NEED TO ESTABLISH STANDARDISED METHODS

Organisations have become increasingly concerned with 
the ESG credentials of their supply chain. As a result, 
suppliers are receiving tailored questionnaires from different 
organisations requiring detail of their ESG credentials.

“Many suppliers are tired of getting questionnaires and 
codes of conduct from companies and customers in different 
forms. Suppliers want a standardised method. It is a burden 
for them.”

While progress can be made on an organisational 
level, cross-industry collaboration is needed to create a 
meaningful difference and mitigate against climate change. 
Nilsen says, “A joint effort is needed to really push the ESG 
agenda to the next level.”

“Topdanmark has an ESG strategy in place, and recently 
signed the Science Based Targets Initiative. We are trying 
to launch smaller initiatives to keep up and integrate 
ESG as a part of our procurement journey. However, joint 
efforts in the industry or together with governmental 
bodies is needed to really push the agenda forward.”
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PART 4:

A ROADMAP FOR 
SUSTAINABLE 
PROCUREMENT
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Reviewing our research findings 
conjures up an image of entering 
an endurance race with only a 
vaguely defined endpoint and no 
route or aid stations. In this situation, 
many will recognise the relative 
futility of movement and come to a 
standstill, some will run at speed in 
random directions, and others may 
systematically scout the area. In time, 
progress will be made, but it will be 
slow and costly. 

Lord Deben, Chair of the Climate 
Change Committee, has stated that 
the UK government had set strong 
targets on cutting emissions but the 
policies to achieve them was lacking. 
“The government has willed the ends, 
but not the means”.7 

Without these means being clearly 
defined, we need to learn from those 
who have made a plan and taken 
the first steps. We then need to work 
together to share the burden. 

Jessica Bederoff Stenvad is leading 
the charge across Nordic Capitals’ 
investment portfolio. 

  7 Guardian, Government policies will not get UK to net zero, warns damning report, June 2022

BUILDING THE MEANS
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THE KEY FOCUS OF 
PROCUREMENT TEAMS 

IS TO DRIVE TOTAL COST 
OPTIMISATIONS WHILE 
STILL LIVING UP TO THE 
ORGANISATION’S CORE VALUES 
AND CREATING RESILIENCE IN 
THE SUPPLY CHAIN.
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Jessica Bederoff Stenvad is an expert in integrating sustainability into business strategy. Discussing her work 
at Nordic Capital, she shares some insights into how a private equity firm can take an active role in driving 
the ESG agenda among its portfolio companies. 

UNITING FOR SUSTAINABILITY

Discussing the evolving ESG landscape, Bederoff Stenvad says: “I 
really think we are at a point of acceleration in the sustainability 
space. This comes down to a combination of things. The UN 
Sustainable Development Goals have had a direct effect by 
creating a common understanding among stakeholders of 
the direction the world is heading, businesses are increasingly 
identifying the opportunities and potential for value creation that is 
presented in being part of the solution, and increasing regulation 
and the current convergence of the wide range of multi-stakeholder 
initiatives aiming to define what sustainability is, is catapulting the 
ESG space forward at a pace we haven’t seen before.” 

Bederoff Stenvad believes that the next important step will 
be to merge these different approaches and perspectives. “A 
more harmonised, joint view will make it much easier to make 
progress. There is increasing consensus across stakeholders that 
the sustainability agenda should keep moving, and the COVID-19 
pandemic helped to put a focus on this,” she notes. 

Additionally, companies are realising that taking sustainability 
into consideration as they develop their businesses is actually a 
profitable endeavour. “The fact that sustainability does impact the 
enterprise value positively has led to a general uptake of willingness 
among companies to engage in this field,” Bederoff Stenvad 
explains.

A LEADING MINDSET

Nordic Capital was very early in defining its commitment to 
sustainability. “It has always been important to Nordic Capital to 
invest in good businesses. We adopted our responsible investment 
policy in 2014, and have continuously developed that approach, 
defining for our investors and owners of businesses what the 
minimum requirements are,” Bederoff Stenvad says. 

Beyond that, Nordic Capital also developed a toolbox its portfolio 
companies can leverage to respond to those requests. “We take an 
active ownership approach within sustainability, with predefined 
criteria across four categories: strategy, environmental, social, and 
governance issues. We have defined that we expect all our portfolio 
companies to have a sustainability strategy in place, preferably 
with KPIs and targets. They are also expected to know the main 
sources of their emissions, have proper CO2 reporting in place 
and be working actively on reducing emissions,” explains Bederoff 
Stenvad. 

She adds that the company has more recently introduced 
additional ways to better enable portfolio companies to take action. 
“We have increased topic-specific training on issues that are really 
relevant: how you calculate your CO2 emissions, how you work with 
diversity and inclusion. We have a wide network of experts that can 
support our portfolio companies in implementing better practices to 
drive this agenda forward.” 

Bederoff Stenvad thinks that the Nordics are leading the way in 
implementing ESG considerations. “The Nordics and European 
companies have historically been ahead of American companies. In 
terms of the number of companies providing sustainability reports, 
for instance, Europe scores significantly higher than the US. But we 

also see regional differences in terms of focus, where European 
companies have put higher emphasis on climate and environmental 
issues, whereas US companies tend to be more advanced in their 
diversity and inclusion practices,” she adds.

ALIGNING PROCUREMENT WITH CORE VALUES

Talking about the challenges of embedding sustainability across 
the supply chain, Bederoff Stenvad says that the process requires 
a mindset shift within both procurement teams and among other 
stakeholders of the business.

“There needs to be genuine, open discussion about the value 
that Procurement can bring to the whole business case, and in 
particular, what role Procurement can play in delivering on the 
company’s sustainability priorities. For example, sustainability and 
resilience often go hand in hand. Combining these perspectives 
in your procurement practices can help identify opportunities with 
both financial and societal impact,” she notes.

With leadership teams increasingly focussing on total cost, there is a 
clear business case for driving sustainability.  

“A number of studies demonstrate that businesses with bad 
working conditions are less likely to be able to provide good quality 
products. The key focus of Procurement teams is to drive total cost 
optimisations while still living up to the organisation’s core values 
and creating resilience in the supply chain,” Bederoff Stenvad 
claims.

A TOOLKIT FOR SUSTAINABLE PROCUREMENT

Bederoff Stenvad emphasises the importance of developing a set 
of tools that enables Nordic Capital to gain better quality data from 
companies on their sustainability practices, including sourcing and 
supply chain management practices. 

“We ensure that our portfolio companies have a supplier code 
of conduct in place and expect them to have explored the risks 
and opportunities both from an E, S, and G perspective in their 
value chains. Traditionally, our assessment has been focussed 
on processes, but we are getting to a point where the portfolio is 
becoming more mature, so it is increasingly easier to get access to 
actual performance metrics at an earlier stage,” she says.

Nordic Capital has a comprehensive approach to enable portfolio 
companies to deliver procurement value through its cross-
portfolio procurement initiative, The Nordic Capital Procurement 
Optimisation programme (NCPO). The NCPO stands on four 
strategic pillars, community, talent development, cross portfolio 
sourcing and company-specific programmes. Within this 
environment, Nordic Capital has worked to further enable their 
portfolio companies to develop their sustainable procurement 
practices. “We developed a Sustainable Procurement Playbook with 
Efficio, to help procurement organisations within our portfolio to 
define their role on how they can contribute to the overall business 
strategy of the company. It also guides them on how to segment 
their supplier base and work with their suppliers in the most 
appropriate way to deliver stronger sustainable businesses.”

efficioconsulting.com
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10 STEPS TO
SUSTAINABLE PROCUREMENT
Efficio collaborates with many different organisations 
each year, each with their own challenges and goals but 
all defined by the desire to do procurement better. These 
partnerships are a great incubator for ideas and offer 
the ability to trial approaches, learn, refine, and share. 
Accordingly, we have made sustainability a core part of 
our methodology to provide our clients a head-start.

We recognise the challenges faced by the responders 
and share their optimism but remain focussed on 
providing solutions to help clients operationalise 
sustainability within their supply chains.

The following 10 steps to sustainable procurement 
summarise our recommended approach, based on ESG 
work we’ve done both internally and with our clients.

48  
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STEP 1: 
UNDERSTAND YOUR 
ORGANISATION’S 
ESG OBJECTIVES

STEP 2: 
ENGAGE YOUR 
SUSTAINABILITY 
LEADS

STEP 4: 
TRIAGE YOUR SPEND 
CATEGORIES AGAINST 
SUSTAINABILITY 
THEMES

STEP 3: 
BASELINE YOUR 
SUSTAINABLE 
PROCUREMENT 
APPROACH AND 
CAPABILITY

You can’t improve everything, at least not all at once. This is 
especially true for a set of ideals as broad as those encapsulated 
by ESG. Make sure, therefore, that you know what is truly important 
to your organisation and where you can make a difference. 
Sustainability targets range in commitment levels – from internal 
aspirations to being externally reported and audited – and so they 
require different levels of focus and rigour and will help define 
Procurement’s agenda and where to spend its time. Assess if your 
business has accurate baselines and target, as well as agreed 
tracking measures. If not, push for definitions, data sources, and 
ways to translate a % improvement into a monetary equivalent. 

If your organisation has a sustainability function, then it should be 
setting the business-level strategy from which the procurement 
team derives its own strategy. It should act as the Subject Matter 
Experts (SMEs) to guide the rest of the organisation around policy, 
sustainability approaches, and requirements. Understand their key 
themes or ‘capitals’, and then agree those which Procurement is 
well-placed to drive forwards. 

A key step is to triage spend against agreed sustainability themes 
to understand which spend areas can drive which themes. Weight 
these areas by spend, sustainability opportunity, and ability to 
impact. Ability to impact can be defined by several things but notably 
by the complexity or likelihood of change or improvement and the 
sourcing pipeline. Where (re)sourcing is not possible, you still have 
the option to improve through supplier relationship management 
(SRM) processes, including joint target setting and innovation. Build 
a value case just as you would a savings pipeline.

As the agents of change, your team needs to be equipped with the 
right targets, skills, and tools, so make an honest assessment of your 
current capability. Ask the questions:
• Does the team understand the sustainability agenda and how it              
a can play a part?
• Do you have a clear policy and playbook to guide and support the   
t  team?
• Do you have agreed tender questions, scoring approaches, and 
contract terms to hand?
• Is sustainability built into the fabric of the procurement process, 
especially in category strategies?

BASELINE AND BUILD A VALUE CASE
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6
STEP 5: 
IMPROVE AND 
UPDATE YOUR 
SOURCING APPROACH

STEP 7: 
ESTABLISH CLEAR 
SUSTAINABILITY KPIs (KEY 
PERFORMANCE INDICATORS)

STEP 6: 
IMPROVE AND UPDATE YOUR 
SRM (SUPPLIER RELATIONSHIP 
MANAGEMENT) APPROACH

Train and encourage the team to think in terms of cost, service, and 
ESG and, as such, to adapt sourcing methodologies to reflect this 
additional parameter. Implement new tender questions (refined 
by theme or capital), new scoring and evaluation approaches, as 
well as effective sign-off governance to ensure ESG is effectively 
considered and does not become a tick-box. Review your 
sourcing pipeline now, and identify where and how you will address 
sustainability, through what levers, and what opportunities 
might be available. 

Sustainability improvements are hindered by an inherent lack of accurate data. Each sustainability 
theme should have a measure and target, even if they are crude at first while the data improves. If 
we consider carbon, we can see a tiering process along the lines of:
•   Step 1 – use spend multiplied by emission factors to find hotspots in the wider supply chain
•   Step 2 – use supplier-level reporting data to compare suppliers
•   Step 3 – use service- or product-level calculations to compare purchases

Wherever we can convert a KPI into a currency measure it becomes significantly more impactful.  

In many ways, sustainability is synonymous with collaboration: macro goals shared 
by the many, distilled into multiple and sustained changes to behaviour. It mirrors 
a collaborative approach that seeks to deliver long-term value through better 
engagement with supplier partners. ESG fits neatly into this SRM world of dialogue, 
target setting, KPIs, and mutual innovation, so make sustainability a core part of SRM 
approaches. Importantly, set long-term requirements so that the supply base has 
time to prepare and adapt. Ensure you don’t penalise SMEs, who may have fewer 
resources to develop their ESG capabilities. Instead, give them longer to react. 
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8EMBED CHANGE

10
9

STEP 8: 
INVEST IN SUSTAINABLE 
PROCUREMENT TRAINING

STEP 10: 
COMMUNICATE 
YOUR SUSTAINABLE 
PROCUREMENT POLICY

STEP 9: 
BUILD A SUSTAINBLE 
PROCUREMENT 
PLAYBOOK

Whilst there will be motivation in procurement teams to drive change, it may not 
be universal; it is all too easy to revert to old ways when the next cost target lands 
or performance reviews come, and they do not evaluate ESG value delivery. Use 
training to embed change. Start with the basics, and move towards a specific toolkit:

1.  What do we mean by sustainability? Why is it such an important topic for 
Procurement? How is Procurement well placed to help?
2.  Explore the key themes of People (social), Planet (environmental) and Profit 
(economic) sustainability, how to measure impacts, and the key opportunity levers.
3.  Introduce your organisation-specific methodology and toolkit, likely to comprise 
baselining methodologies, sourcing, and SRM. Consider support resources, such as 
the Supply Chain Sustainability School.

Finally, make a statement of intent. Make the effort and aspiration real by communicating it broadly within your organisation 
– both to customers and to the public – allowing Procurement’s activity to be held to account. Focus on specific commitments 
that the procurement team can confidently defend and demonstrate. Generalisations and buzzwords only add to the growing 
murkiness of greenwashing. Clear commitments show suppliers, partners, and customers alike that Procurement can and will 
make a real difference.

A playbook can serve as guide and governance to procurement teams 
and lay out the boundaries of what Procurement will do, how it will do 
it, and whom it will engage with to maximise outcomes. The more this 
can be built into existing processes and BAU, the better, and it also needs 
to be owned and kept alive. The sustainability landscape is developing 
quickly, and we need to absorb best practices as we find them.
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TITLE

THE FINAL WORD

Businesses have largely embraced the ESG agenda but there 
are still many hurdles to overcome. Our research and analysis 
suggest many organisations are still not aware of, nor prepared 
for, the scale of change needed and the price they will pay 
from lagging in this field. We need to be bolder, we need to 
move faster, and we need to leverage all forms of collaboration, 
insight, and expertise.

Seldom are organisations faced with existential threats to both 
their longer-term survival and that of our planet. Failure to meet 

sustainability targets, especially with regard to climate change 
and environmental impact, are both these things.

And yet, it is an unprecedented opportunity to repurpose 
Procurement to wider, more strategic, and fundamental goals. 
The best procurement teams will be sustainable procurement 
teams, where cost, risk, and opportunity all play their part in 
long-term, sustainable success.

We conclude our flagship report this year being cautiously optimistic. 

1

3
2

4

ESG is a strategic priority, firmly on the C-suite strategic agenda.

ESG has not been operationalised – businesses are not working as 
a cohesive unit with clear roles and responsibilities, performance 
measures, and action plans.

ESG ambition does not yet meet reality – ESG activity is 
underinvested and lacks prioritisation and conviction.

Procurement is a key enabler – it has a leading role to play but we 
must make the value case.
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