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Although a growing number of organisations 
are appointing chief sustainability officers, 
many will argue that responsibility for 
sustainability must be spread across 
the entire organisation. To achieve the 
business’s environmental, social and 
governance (ESG) targets, sustainability 
must be built into every part of the business. 

“Sustainability is part of our company’s 
strategy to a point, but it must become a 
normal part of how each function works,” 
the sustainability director of a consumer 
business tells Sustainability Leaders. “If you 
take any sustainability target – for example, 
carbon dioxide (CO2) reduction – it affects 

Ensuring sustainability 
is rooted in the business
Many organisations are looking to embed sustainability into their business. 
Here, Sustainability Leaders demonstrates three ways to make it happen

every part of our business, from supply 
chain to R&D to product development. To 
make progress, CO2 management must be 
built into how those functions work.” 

This scenario exists in every industry. For 
most businesses, impacts on environmental 

Sustainability is part of our company’s strategy to 
a point, but it must become a normal part of how 
each function works
Sustainability director, consumer business

Æ
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TACKLING SUPPLY 
CHAIN IMPACT

INSIGHT
The supply chain represents the 
biggest and most complex source 
of many companies’ environmental, 
social and governance footprint. 
Supplier compliance and collaboration 
both have a role to play in reducing 
this impact. To get the most out of 
their resources, procurement teams 
must identify when they should apply 
particular measures.

ACTION
Develop a segmentation model to 
group suppliers into potential partners 
and those with which a compliance 
approach is the most appropriate.

DEVELOPING MORE 
SUSTAINABLE PRODUCTS

INSIGHT
For companies with products that have 
a long life cycle, the majority of their 
sustainability footprint comes from 
consumer use. Effecting change here 
requires companies to invest in more 
environmentally friendly products, 
which often requires new processes in 
R&D and product development.

ACTION
Implement a design process that 
requires new product launches to 
meet certain environmental standards, 
such as around energy, packaging 
and materials. Set a target for when 
all  new product launches will meet 
this requirement.

COMMUNICATING EFFECTIVELY 
WITH STAKEHOLDERS

INSIGHT
For businesses to become more 
environmentally and socially 
sustainable, the companies they 
work with must meet the same 
standards. This makes strong external 
communications essential in any 
ESG strategy.

ACTION
Develop a centrally driven external 
communications strategy to raise 
awareness of sustainability issues 
in the company’s value chain, 
educate suppliers and vendors on 
the business’s ESG standards, and 
encourage collaboration. Common 
activities include newsletters, webinars 
and partner summits. 

and social sustainability are concentrated 
not in their direct operations, but in their 
value chains. 

For one healthcare company that spoke 
with Sustainability Leaders, only 5% of its 
carbon footprint exists in its direct business. 
The remaining 95% lies upstream in its supply 
chain and downstream in its consumer base. 

HOLISTIC APPROACH
Effecting change in these parts of a 
company’s value chain cannot be done 
within a corporate sustainability function 
alone. Among others, it requires that 
procurement and supply chain teams factor 
sustainability into purchasing decisions; 
that product development and R&D consider 
the environmental impact of their designs; 
and that finance invests in people and 
structures to enable change. 

This report highlights three ways in 
which organisations can operationalise 
sustainability. It combines Sustainability 
Leaders’ quantitative research with 
in-depth interviews to showcase how 
companiescan build the ESG agenda into 
different functions. n

INSIGHTS AND ACTIONS

The percentage that lies upstream in its supply 
chain and downstream in its consumer base

The proportion on one healthcare company’s 
carbon footprint that exists in its direct business

95%

5%
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Due to the size and complexity of modern-
day supply chains, suppliers are responsible 
for the majority of many organisations’ 
ESG footprint. According to Sustainability 
Leaders research, suppliers account for 
59% of the average business’s impact in five 
sustainability areas (see Figure 1, right). 

This makes procurement essential to 
delivering the organisation’s sustainability 
strategy. While many teams use audits to 
monitor sustainability compliance within 
the supply chain, at one global healthcare 
company that Sustainability Leaders spoke 
to, procurement found a one-size-fits-all 
approach to auditing did not go far enough.

After discovering that fewer than 10% 
of suppliers were complying with its 
sustainability criteria, the organisation 
analysed its process and found it was not 
monitoring some suppliers frequently 
enough. Setting a single hurdle for suppliers 
to pass meant they focused on passing 
that  hurdle – sometimes using creative 
means – rather than making their operations 
more sustainable. 

A lack of incentives for good performers or 
significant consequences for laggards meant 
suppliers had little reason to engage with the 
company’s more ambitious sustainability 
objectives. To remedy this, the company 
developed a new supplier-auditing system; 
segmenting the supply base into four groups 
and tailoring its approach accordingly.

SEGMENTING SUPPLIERS
Suppliers that want to work with the company 
must first complete a self-assessment 
questionnaire and provide supporting 
evidence on the policies, procedures, controls 
and communications they have in place to 
address areas such as health and safety, 
ethics and environmental issues.

Improving ESG in the supply chain

Once subject-matter experts have validated 
each submission, the supplier is awarded a 
score out of 100 and assigned to one of four 
segments within its supplier classification 
matrix (see Figure 2, page 4).

HANDLING SUPPLIERS
After segmenting suppliers, the company 
can then tailor its approach to improve 
sustainability performance (see Figure 3, p4).

Best-in-class suppliers are not required 
to take any further action at this point 
and will simply continue to complete the 
questionnaire each year – freeing time to 
focus on further sustainability efforts.

Suppliers in the do-it-yourself segment 
are expected to develop an improvement 
plan, execute the improvements identified 
and share the results.

The healthcare organisation works 
more closely with suppliers on the supplier 
sustainability improvement programme, 
conducting site visits and drawing up 
detailed plans that outline the changes such 

FIG 1: CORPORATE SUSTAINABILITY IMPACTS THAT STEM FROM THE 
SUPPLY CHAIN (%)

Æ

Segmenting the supply base into four groups has helped one healthcare 
company to improve sustainability performance and track supplier compliance
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suppliers need to make. Each company in this 
segment updates the buying organisation on 
key performance indicators every month.

Suppliers in potential breach of the 
healthcare organisation’s zero-tolerance 
policies must provide further information to 
help clarify the extent of the problem. If this 
evidence shows that there is no structural 
zero-tolerance breach, the supplier will be 
moved to another segment. If the problem 
is structural, however, the supplier must 
commit to resolving or mitigating the issues 
and provide regular updates. Suppliers that 
cannot demonstrate they have solved the 
problem are barred from doing business with 
the company.

BENEFITS OF SEGMENTATION
By separating suppliers into different groups 
based on their sustainability performance, 
the company has been able to identify 
those in need of radical intervention, those 
that require more gentle encouragement, 
and those that can be left to deliver their 
own  initiatives.

The supplier sustainability improvement 
programme, in particular, allows the 
healthcare organisation to concentrate 
its efforts on suppliers that are especially 
important to its future but need substantial 
help to meet its standards.

The company retains each supplier’s initial 
score out of 100 as a baseline from which to 
measure future performance. “The ultimate 

aim is for each supplier to reach a perfect 
score,” a representative of the company says. 
“But for the time being, the system is an 
effective way to identify improvements.” n
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improvement 
programme
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SUPPLIER SUSTAINABILITY IMPROVEMENT PROGRAMME
l  Strategically important, but demonstrates low levels of sustainability maturity.
l  Committed to change with considerable potential for improvement. 

BEST IN CLASS
l  A score of more than 90%, very mature with sustainability embedded in the organisation.

NO ZERO TOLERANCE 
l  Signs of being in breach of the company’s mandatory requirements in areas such as 

child labour, unsafe working conditions and compliance with environmental regulations. 
l  Must provide further evidence and address these issues before being accepted as a ‘no 

zero tolerance’ supplier – the minimum acceptable.

DO IT YOURSELF
l Basics are in place, but there is room for improvement.
l Willing and able to change.

Company monitors
KPIs

Supplier executes
plan

Annual self
assessment

SUSTAINABILITY 
IMPROVEMENT 
PROGRAMME

BEST IN CLASS
No immediate
action necessary

Supplier identifies
actions and 
shares plans

Supplier
implements
actions

Company conducts
site visit

Further action
as necessary

Company monitors
closely

Company requests
further information

Supplier commits
to fixing 
structural issues

Parties agree to
plan; company
offers support

Shares results
with the company

POTENTIAL ZERO 
TOLERANCE

DO IT YOURSELF

FIG 3: A HEALTHCARE COMPANY’S APPROACH TO ADDRESSING SUPPLIER SUSTAINABILITY ISSUES

FIG 2: HEALTHCARE COMPANY’S SUPPLIER SUSTAINABILITY MATRIX 
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For companies that produce products with 
a longer life cycle, the majority of their 
sustainability footprint will typically result 
from consumer use. At Colgate Palmolive 
and Unilever, respectively, 90% and 70% of 
the company’s overall greenhouse gas (GHG) 
emissions are in the consumer base, owing 
largely to how consumers use their products.

For one technology company, 85% of its 
GHG footprint is concentrated in consumer 
use. For this reason, much of its work towards 
becoming more environmentally friendly is 
focused on sustainable product design. This 
includes ensuring all new products follow a 
sustainable design process.

CUTTING CONSUMERS’ FOOTPRINT
Reducing consumer emissions is difficult 
for several reasons. As all of the company’s 
products run on electricity and have a user 
life of several years, the amount of energy 
consumed over their lifetime is significantly 
greater than that used in production, 
materials or packaging (see Figure 1, above). 
This is especially true in regions that use 
inefficient or unsustainable energy grids. 

“A lot of our efforts go into improving the 
energy efficiency of our products,” a senior 
sustainability analyst at the company says. 
“As part of this, we ensure our innovations 
follow an ecodesign process and have a 
smaller impact on the environment.”

This ecodesign process requires that products 
improve environmental performance in at least 
one of five ways: 
l  energy;
l  packaging;
l  substances;
l  weight and materials; and
l  circularity

The technology company currently has 
a target that all new product introductions 

Addressing consumer sustainability

meet its ecodesign requirements by 2025. 
This has changed not only how its R&D and 
innovation teams work, but also how the 
organisation works with suppliers. 

The company’s director of supplier 
sustainability uses the carbon intensity 
of certain materials as an example. “Some 
are more carbon intense than others,” he 
explains. “For instance, the energy used 
to liquify aluminium is much greater than 
plastic. With plastic, we can electrify the 
process, whereas with aluminium there 
are ovens  with temperatures of more than 
1,000 degrees.”

This makes achieving carbon neutrality 
with aluminium impossible, so the company 
is now working with its suppliers to transition 
towards alternatives. This may require that 
the supplier be connected to the corporate 
sustainability team or another part of the 
business, such as R&D and engineering, to 
assist the transition “What gets measured 
gets managed, so we now have targets within 
the company to achieve this,” the senior 
sustainability analyst says. n

FIG 1: THE ENVIRONMENTAL IMPACT OF ONE TECHNOLOGY 
COMPANY’S PRODUCTS (%)

With so much of a company’s greenhouse gas emissions emanating from its 
consumers, sustainable product design is key to reducing environmental impact
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A lot of our efforts 
go into improving the 
energy efficiency of 
our products
Director of supplier 
sustainability, 
technology company
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For businesses to become more 
environmentally and socially sustainable, 
the companies with which they work must 
meet the same standards. This makes strong 
external communications a crucial part of 
any ESG strategy.

At one confectionery company, the need to 
influence how its external partners work on 
sustainability prompted the organisation to 
revamp its communications strategy. As with 
many businesses with an agriculture-linked 
value chain, most of the company’s ESG 
impact is associated with upstream land-use 
change for agricultural production and direct 
agricultural activities. This means that its 

Developing a communications strategy

partners linked to these areas are the most 
important to address. 

The company’s reputation for secrecy was a 
huge challenge for the team to overcome. 
Historically closed-off to collaboration, the 
communications strategy needed to help the 
business foster a closer working relationship 
with its partners so it could progress towards 
its sustainability targets. 

“We feel we may not have been our 
partners’ customer of choice when it 
comes to sustainability,” the company’s 
senior strategic sourcing manager tells 
Sustainability Leaders. “We want to show we 
are doing things differently.”

Businesses must communicate their ESG strategy effectively to build closer 
working relationships and ensure their partners meet the same standards 

We feel we may 
not have been 
our partners’ 
customer of choice 
when it comes 
to sustainability
Senior strategic sourcing 
manager, confectionery 
company Æ
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SCHEDULING ACTIVITIES
With around 80% of its environmental and 
social footprint in its supply chain and 
vendor use, the company quickly decided 
that a centrally driven and consistent 
communications roadmap was crucial to its 
sustainability strategy.

The company produces newsletters three 
times a year and webinars twice a year (see 
Figure 1, below), which are distributed to 
suppliers selected by sourcing managers. 
Those vendors associated with land-use 
change and agriculture are a particular focus 
for the  confectionery company, which has 
selected approximately 400 partners – or 
around 7% of its suppliers and vendors – for 
these communications.

Each webinar and newsletter focuses on 
a different aspect of sustainability, such as 
carbon dioxide management, deforestation 
and human rights. The company outlines 
its standards in each area and details the 
requirements its suppliers and vendors 
must meet to continue the partnership. To 
underline its commitment, the company’s 
executive leadership team from different 
functions around the business – including 
corporate sustainability, R&D, procurement 
and finance – attend these webinars and 
deliver short presentations.

The company plans a partner summit for 
the end of the year to further communicate 

its sustainability strategy. This will include 
presentations from the company’s executive 
leadership team, as well as networking and 
ideation sessions focused on developing 
joint solutions to its most pressing 
ESG challenges. 

OUTCOME
Following its most recent newsletter and 
webinar, the company sent a survey to the 
400 partners requesting feedback. Questions 
centred around the consistency of the 
business’s sustainability strategy, clarity 
around ways of working towards better 
ESG conditions and the whether the buying 
organisation’s requirements of its partners 
could be considered fair.

The results of the survey are being used 
for two purposes: to benchmark how well 
the company’s suppliers and vendors 
understand its sustainability strategy, 
and to pinpoint instances where its 
communications are not having the desired 
impact. In the latter instance, the company 
is contacting the supplier or vendor directly 
to develop a plan for how the relationship 
can be improved. “It gives us a good idea of 
where our partners think we are doing well 
and where we are not, which will then inform 
how we structure our communications 
strategy in the future,” the senior strategic 
sourcing manager says. n

FIG 1: CADENCE OF THE CONFECTIONERY COMPANY’S ESG COMMUNICATIONS PLAN 
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It gives us a good 
idea of where our 
partners think we are 
doing well and where 
we are not, which 
will then inform how 
we structure our 
communications 
strategy in the future
Senior strategic sourcing 
manager, confectionery 
company
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ABOUT SUSTAINABILITY LEADERS

Sustainability Leaders aspires to be the world’s 
most valued cross-functional sustainability 
network – a unique and vital destination 
that connects, inspires and accelerates our 
members to become more successful. Members 
access community-led insight, practical tools 
and expert guidance to support their journey 
to embedding sustainability excellence across 
the entire organisation.

worldsustainabilityleaders.com

SUSTAINABILITY
LEADERS

http://worldsustainabilityleaders.com

