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Foreword

| have been involved in sustainable procurement one way
or another since the 1990s. | started Action Sustainability in
2006 because | was part of Sir Neville Simm’s
and I thought at the time lots of
influential people were talking about sustainable
procurement but there was little help for people out there.
My experience as
reinforced this. Since then, we have helped
thousands of businesses and trained tens of thousands of
people through our support, our
in the UK, Australia, France and soon
one in Ireland. Since my leadership of the UK delegation in
developing 1SO 20400, our social enterprise business has
hosted , a global knowledge-sharing platform

supported by experts from 19 countries around the world.

This report brings together the collective knowledge
gatheredthrough these programmes and delivers valuable
insights into the state of sustainable procurement generally.
It provides useful case studies and advice from some of the

numerous people we have worked with over the years. We

Director
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have not takena scattergunapproach to this work,
reporting on sectors based on flimsy research, we have
focused on those sectors where we have comprehensive,
hands-on experience and insight. Itis not a complete
overview of sustainable procurement; it is our attempt to

share what we really know.

| hope you enjoy this report and take some value from it.
Please visit our websites and podcast channels frequently

to update yourself on whatis happening in our world.



https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/69417/pb11710-procuring-the-future-060607.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/69417/pb11710-procuring-the-future-060607.pdf
http://www.cslondon.org/
http://www.cslondon.org/
http://www.actionsustainability.com/
http://www.supplychainschool.co.uk/
http://www.supplychainschool.co.uk/
http://www.iso20400.org/
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Substantial progress hasbeen made over the pastyears in the
field of supply chain sustainability. Data provided by our
community interest company ISO20400.org demonstrates that
the I1SO 20400 Sustainable Procurement guidancestandard, and
thus sustainable procurement itself, has garnered global
awareness. However, the majority of organisationsthatare
taking action to become more sustainable themselves do not yet
approachtheir supply chainsthe same way.

Findingsin this report, based on organisations evaluated by
Action Sustainability against the SO 20400 Sustainable
Procurement guidancestandard, indicatethatthe average
maturity of sustainable procurement in all organisations
assessed inthe lastfour yearsis atthe ‘Established’ stage. This
means that organisationsthatinvestin sustainable procurement
havesome level of sustainability embedded in their procurement
activities. However, itis not yet ata stagewhereiitis fully rolled
out, perceived as business-as-usual, or executed to realise all
benefits.

In additionto providing aninsightinto the current state of
sustainable procurement adoption and maturity across
industries, this report also touches on the capabilities required,
the gapsand challengesthat must be overcome, andinsightsand
recommendations from organisationsthat have overcome these.
Itis aimedto support organisationswho arekeen to start
embedding sustainability into procurement practicesaswell as
those organisationsthatarelooking to develop their approach
further.

As the need and urgency for sustainable supply chainsis
becoming clearfrom recent global events, it is now up to
procurement functions to turn this recognitioninto action. We
must embed sustainable procurement across each spend area

andfind waysto continuously improve. Though thisis easier said

thandone, sustainability isa topic organisationsarewilling to
share on. Through collaboration and sharing of resources we can
collectively play ourrole in creating a sustainable future, we hope
this report can play its part by reinforcing this message and
behaviour.




This section will cover:
= WhatisISO 204007
_ ® 15020400 standard adoptionand ISO 20400.0rg

= SO 20400.0rg self-assessment insights

Sustainable Procurement Progress Report 2023 Action Sustainability 6
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What is ISO 20400

Sevenyears after 1ISO 20400 has been published, we find
ourselves in a surge of work. Supply chain sustainability has
gone from a buzzphrase to becoming a key part of a
procurement function’s deliverables. Most organisations and
individuals already have a heightened awareness of supply
chains, due to cross-border events such as COVID-19, Brexit
and Russia’s invasioninto Ukraine. However, for those that
are unaware of their supply chains beyond tier one, they will
have to soon, as legislation around supply chain
sustainability is quickly picking up pace too. The 1SO 20400
Sustainable Procurement standardis therefore ever so
criticalin progressing sustainable procurement practices.

What is ISO 20400 and why is it useful?

ThelSO 20400:2017 is a guidance standard thataimsto support
organisations, independent of their activity or size, with
integrating sustainability into their procurementactivities and
contributing to UN Sustainable Development Goals 1, 2, 5, 8, 10,
11,12, 13, and 16*. The standard not only coversthe
procurementfunction itself, but also all stakeholders involved or
impacted by procurement decisions and processes.

The standard outlines the four elements pivotalto the
effectiveness of sustainable procurement. Fundamentals covers
the generalawareness, recognition and understanding of

sustainable procurement. Discussing the scope and principles, as

well aswhy organisationsaredriven to achieve sustainability in
their supply chains.

Policy & Strategy provides guidance on how sustainability
considerations should be incorporated into policies and
strategies to ensure sustainable procurementisdirected atthe
strategic level. This includes setting the intention, direction and
prioritiesfor the procurementfunction aswell asany other
partiesinvolved in procurementactivities.

Organising the function (Enablers) outlines the enablers that
must be in placeto successfully implement and continually
improve sustainable procurement. This entails tools and
techniques that support procurementindividuals with their day-
to-day sustainable procurement processes, such as capability
development, stakeholder engagement, and prioritisation.

The Procurement Process section describes how sustainability
considerations should be integrated into existing procurement
activities atevery stage, from plan, to source, to manage. It
rangesfrom embedding theright sustainability requirements
into PQQs, to managing the sustainability performanceof a
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supplier. Thestandard also closely aligns with the ‘golden
thread’ methodology, which aimsto ensure thatan
organisation’s goals, vision and valuesinform and areinformed
by its processes, systems and people. The ‘golden thread’in the
case of sustainable procurement starts with the fundamentals,
goesdown into policy & strategy, continues into the enablers,
and culminatesin the procurement processes. At each of these
levels, thereare processes and proceduresin placeto feedback
and revise criteria of the fundamentals to ensure procurement
processes continuously evolve alongside the organisation’s
awareness and understanding of sustainable procurement.

‘))) Hear from Farid Yaker

_Programme Officer for the UN Environment Programme -
Sustainable Public Procurement

About Sustainable Procurement, the ISO 20400 standard, and
delivering on the UN Sustainable Development Goal 12.7 of
Sustainable Public Procurement Practices.

*Goal 1: No Poverty, Goal 2: ZeroHunger, Goal 5: Gender Equality, Goal 8: Decent Work and Economic Growth, Goal
10: Reduced Inequalities, Goal 11: Sustainable Cities and Communities, Goal 12: Responsible Consumptionand 7
Production, Goal13: Climate Action, Goal 18: Peace, Justice and Strong Institutions.


https://www.youtube.com/watch?v=OHoOm8Bhq5k&list=PLG0SmShopckoiBrW25vvYZ8FxiEGddanC&index=6
https://www.youtube.com/watch?v=OHoOm8Bhq5k&list=PLG0SmShopckoiBrW25vvYZ8FxiEGddanC&index=6
https://sdgs.un.org/goals

o

sustainability

ISO 20400 Standard
Adoption and ISO20400.org

IS

2 l" .org
Since 2017, the 1SO 20400 guidance standard has beenrolled
out to more and more countries. Some countries opt to make [ Notadopted butavailable forsale from the country’s NSB

- Adopted and available forsale

itavailable for sale, whereas others choose to adopt it to their [0 Availableforsale from the ISO website
own National Standards Body (NSB) and then make it
available for sale. In addition to the standard, 1S020400.org
exists to further expand the rollout by making resources freely
available worldwide. One of whichis the self-assessment
questionnaire, which provides the opportunity to benchmark
your organisation.

is a not-for-profit, free-to-access platform, which
aimsto develop a global community of practice around ISO 20400
and sustainable procurement. Their aim isto develop a global
community of practicearound the standard by encouraging
membersto share their learning experienceson the platform and

onsocial media, to self-assess and benchmarktheir
organisation’s practice, and to learn about sustainable Figure 2:1SO 20400 adoption and availability status per country
procurementfrom experts and practitionersaround the world.

Comparing the1SO 20400 adoption and 1ISO20400.org assessment

data showsthat countrieswho have adopted the standard are

The self-assessment is a key tool for organisations to understand
both more aboutwhat the ISO 20400 standard entails, and how
well their practicesarealigned with it. The map below indicates
where and how many assessments have been completed per
country. The United Kingdom stands outwith over 340

more likely to have organisations take the self-assessment and

thus focus on sustainable procurement.

assessments completed.

Overview of 1SO 20400
assessments per country

D Less than 5 assessments

[l BetweenS5and 15
assessments

Il between 16 and 100
assessments

f] Over 360 assessments

Figure 3:1S0 20400.0rg sustainable procurement maturity assessments completed per country since 2019


https://www.iso20400.org/
https://www.iso20400.org/take-the-self-assessment/
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1ISO 20400.0rg Assessment

Accommaodation and food services Arts, entertainment and recreation B Wining and quarmying

B Administrative and support service activities \Water supply; sewerage, waste management Real estate activites
Human health and social work activities Transportation and storage Wholesale and retail trade
Electricity, gas, steam and air conditioning supply Public administration and defence Information and communication
Financial and insurance activities B Professional, scentific and technical activities B Education

B Manufacturing B Construction B Cther service activities

Wholesale and Transportation

Finandal and PuBilic Jemlinis ﬁrbl’jlﬂr.!,ﬂ!'

insurance administrai__
activities and defence Human
health
and social

Electricity,
Eas, steam
and air

Infesmation and  CONitioning
eommunication supply

Figure 4: 1SO 20400.0rg assessments completed globally by each industry since 2019

Though there are three industries in which the 1S020400.org This indicates that sustainable procurementis considered in
maturity assessment is more commonly used - construction, organisations of all shapes and ssizes, and thatthe ISO standard s
manufacturing, and education (37% of all assessments) - data becoming more common knowledge. Asany supply chain

also suggests the assessment is known and used by a range of includes suppliers that cut acrossindustries, it is promising to
otherindustries and sectors (63%). Similarly,when see that this range of organisations are starting to think about
considering company size, the assessment is used by and deliver on sustainable procurement.

organisations ranging from less than 50 employeesto more This data is available on _when an account is made
than 1,000 employees. and an assessment completed.

One of the great myths in supply chain sustainability is that
Less than 50 employees SMEs cannot or do not want to become more sustainable. The
data from 1SO20400.0org suggests otherwise. Over 230
organisations with a workforce of less than 50 employees have
completed the assessment, accounting for 32% ofall
assessments taken. With large organisations often taking the
H Between 250-1,000 employees lead on sustainable procurement, there is an opportunity for
them to engage and support the SMEs in their supply chain to

B Between 50-250 employees

m More than 1,000 employees become more sustainable.

The ISO 20400 Sustainable Procurement guidance standard was
Figure 5: 1SO 20400.0rg assessments completed by company size created to be applicable for any size company.



http://www.iso20400.org/

This section will cover: \
= Thesustainable procurement maturity model

= Sustainable procurementmaturity evaluation methodology

= Sustainable procurementmaturity insights

= Common challenges

= Unlocking the potential of SMEs

= Embedding sustainability - Landsec case study

K Progressingsustainable procurement /

Sustainable Procurement Progress Report 2023 Action Sustainability 10



Sustainable

The Action Sustainability ISO 20400 maturity model maps an
organisation’s capabilities toimplement and deliver on
sustainable procurement. Itis aimed at assessing and
providing insight into maturity across the four elements of
sustainable procurement, distinguishing between fivelevels

of maturity.

Scoresfrom 0to 1 (Basic) are given when an organisation does
not haveany awareness or understanding of implementing or
delivering on sustainable procurement. Scoresfrom 1to 2
(Improving) are awarded when organisationsareaware and have
some commitments in placeto implement sustainability into

Basic
Otol

driversand due
diligence concept.
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& No formal

k7 commitment,

g accountabilities,
3 objectives and
= performance

o review.
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No integration of
sustainability into
the procurement
function.

No integration of
sustainability into
the procurement
process.

Procurement process

No understanding of

Improving
1to2

Drivers work in
progressand due
diligence on tier 1
supply chains
only.

Commitment,
roles and
responsibilities,
objectives, work in
progress.

Some initiatives to
support
integration of
sustainability into
the procurement
function.

Some examples of
projects where
sustainability was
integrated.

o
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Drocurement

each procurement element. Scoresfrom 2to 3 (Established) are
achieved by organisations that have embedded sustainability
into parts of strategic and/or tactical procurement. Scores from3
to 4 (Mature) indicate thatan organisation hasimplemented
sustainable procurementto such an extent thatit is partof the

procurement function’s business asusual. Lastly, scoresfrom 4
to 5(Leading) areawarded to organisations that have been able

Good understanding of
main drivers. Due
diligence applied to
extended supply chains
in some areas.

Commitment stated in
internal documents.
Accountabilities and
review mainly through
sustainability /
procurement teams.
Some SMART objectives.

Sustainability embedded
into some key elements
of the procurement
function: governance,
training, category
management, SRM,
reporting, etc.

Several examples of
projects where
sustainability was
integrated throughout
the process, starting with
strategic planning.

Figure 6: The Action Sustainability 1ISO 20400 maturity model

Refined understanding of
drivers. Due diligence applied
to all critical supply chains
and work on improving
procurement practices to
reduce adverse impacts on
supply chains.

Public, formal commitment.
Accountabilities extend to
some key decision makers.
SMART objectives forsome
key categories / sustainability
issues, regularly reviewed.

Sustainability part of BAU
procurement function with
strategic importance
demonstrated in some
category plans, SRM plans,
performance review,
stakeholder engagement.

Most projects with high
sustainability risks and
opportunities achieve
measurable outcomes,
starting with excellent
strategic planning.

to demonstratea clear ‘Golden thread’ methodology, where
each element is clearly linked, and data is used to drive
continuousimprovement. Organisationsin the Leading category
areoften leadersin their industry and are sharing their
knowledge and expertise with others.

Established Mature Leading
PALX] 3to4 4to5

Deep, up-to-date
understanding of drivers.
Due diligence applied to all
critical supply chains and
evolution of procurement
practices to develop supply
chains.

Public, formal commitment
endorsed attop level.
Accountabilities extend to all
key decision makers. SMART
objectives forall key
categories / sustainability
issues, performance
reviewed with all key
stakeholders.

Sustainability systematically
integrated and encouraged
in all elements of
procurement function, with
significantinvestmentin
areas of strategic importance
e.g. key categories, suppliers,
stakeholders.

All projects with high
sustainability risks and
opportunities achieve
measurable outcomes,
starting with excellent
strategic planning. The
organisation deeply
influences the supply market.

11
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Sustainable Procurement
Maturity
o {83, ProcUREVENT

Assessment methodology
o aq 71 - [r—
POLICY & major catatgories
Our approach is to conduct ananalysis of 1[|]  Govemance —

- . FUNDAMENTALS e ekt
the organisation against the 1SO 20400 &D ™

framework. This is done using our e
proprietary assessment tool which contains Bit oeaamess ’@ counabiltes
a breakdown of the four main sustainable

procurement sections of ISO 20400; o Pe— @/ e
Fundamentals, Policy & Strategy, Enablers <

and Procurement Process, and summarises ﬁ/ C}) e
the essence of the standard in a set of

questions. All organisations are assessed

against the same standard, which enabled

us to develop a consistent benchmark.

Framework

The information collected for the assessment is
two-fold, theoretical and practical. Theoretical Document review Stakeholder experience

Individual
objectives
Sourcing
process

O WE

Staff capabilities
and culture

) oE &

Stakeholder
engagement

Contract
and supplier
management

...
3
= ¢
——
-~

Supply chain
management

(e

Other external
stakeholders

Setting priorities

Performance
indicators

C
2D P

Managing
performance

=
-,
4

Grievance
mechanisms

3

insights are gained through document reviews
Governance Workshops

. Interviews
documentation

and practical insights aregathered through
interviews and workshops. The combination
ensures the assessor gets a well-rounded view on
. . Strategy
what practices arein place and how these are
executed in practice. The inter-personal element Guidance
also aids with gaining different points of view on

. . Pr
the effectiveness of the current sustainable OCEsses

procurement approach of an organisation. Data

The findings in combination with the Score Maturity

assessment tool result in a set of scores, 0 1

Basic
ranging from 0 -5, that highlight the good and

to be improved practices in an organisation. Improving
Action Sustainability consultants then develop

a list of recommended next steps for the short,

mid, and long term.

Mature

-2
— 3 Established
-4
-5

DW=

Output

Leading

Action Sustainability 12



Overall Maturity:

Figure 7: Overall Maturity per assessed criteria (out of 5)
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The average maturity of sustainable procurementinall but when considering the categories per ISO 20400 section, such
organisations assessed by Action Sustainability inthe last asin Figure 8, the Fundamentalsand Policy & Strategy are more
four yearsis at the ‘Established’ stage. This indicates that developed than many of the Enablersand all of the Procurement
many procurement functions have some level of Process criteria. Thisindicates that many organisationshavea
sustainability embedded in their procurement activities; good supply chain sustainability understanding and have the
however,itis notyetatastage thatitis fully rolled out, right processes and proceduresin placeto implement
perceived as business-as-usual, or executed effectively. sustainable procurement. However, most organisations lack the

actualexecution of sustainable procurement, prioritisation and
embedding sustainability into the procurement process.

All assessed criteria individually are at the ‘Established’ stage,

b <|_> e Low Established High Established é Mature o Leading

mDrivers 2.86

m Due Diligence 2.92

Fundamentals

m Commitment & Alignment2.94

m Managing Implementation 2.84

Strategy

m Governing Procurement2.96
m Enabling People2.63
m Stakeholder Engagement 2.95
m Setting Priorities 2.38

Enablers

m Measuring & |mproving Performance2.17

m GrievanceProcedure2.71

mPlan2.48

m Source2.75

Procurement

m Manage2.38

Figure 8: Sustainable procurement maturity per category

Action Sustainability

Overview of maturity per
assessed criteria in each
section of the framework,
on ascale from basic to
leading.

As all categories score
‘Established’, we have
broken this level down into
low and high established.
Scores from2 - 2.5 are low
established and 2.5 - 3are
high established.

Embedding sustainability
into the procurement
process, sustainability
impact prioritisation, and
performance
measurement &
improvement are clear

gaps.
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Maturity Analysis

Overcoming common challenges

Starting and progressing sustainable procurement can be
done in many ways; there is no one-size-fits-allapproach. Challen ges
However, whenit comes to challenges faced by procurement
functions during the implementation and delivery of

sustainability in procurement and supply chains, thereare a Where to start
few challenges that nearly every organisation faces.

Where to start

Procurement functions at the start of their sustainable : - :
procurementjourney often get overwhelmed by the amount of Sustaina blllty Is too expensive
work it requires to fully embed sustainability into procurement
activities. The advice from those further along on the journey
sounds simple: “Just start somewhere”, but it is true.
Implementing sustainable procurement s a multi-year process SMEs can’t do sustainability
with many routes towards success. Organisationsthatstart
somewhere and continue to build from there, arealready much
further than those stuck at indecision.

Sustainability comesat a premium Team capa bilities
Sustainability often hasthe preconception that it is costly: it is \
seen as the more costly option or is difficult to achieve without
certain investments. This view creates a level of resistance,
especially for procurement functions that have historically been
tasked with cost savings. This complicates the process of
embedding sustainability ata strategic and tactical level. In
addition to the quick wins thatsave costs, such asreducing
waste, procurement must tackle this barrier by showcasing the
long-term strategic valueand any successes achieved through
sustainable procurement. See the Landsec casestudy for

. . . Sustainable procurement requires a different skillset
more insight on how to achieve this

General procurementtalentis already difficult to attractand
retain. Adding sustainable procurementskills into the mix adds

Small, Medium Enterprises (SMEs)* can’t do sustainability anew layer to finding the right people. Sustainable

In the early daysof sustainable procurement, most suppliers
were viewed asa barrier. Nowadays, many suppliers have
prioritised sustainability themselves and are thus morealigned
with buying organisations. However, the notion of certain
suppliers not being capable or willing has shifted towards
smaller-size suppliers, such as SMEs. Though itis truethat
resources mightbe limited, SMEs are often more advanced and
willing than large organisations might think. Moreover, the
nature of doing business for SMEs has benefits too, such as
close relationships with key suppliers, which ultimately drive
visibility into tiers for the buying organisation.For more

information see Dr. Anne Staal’s view on unlocking new
potential through SMEs.

procurementrequiresindividualsto think morestrategically,
work collaboratively, and have knowledge of sustainability
impacts. This requires a range of soft skills that procurement
historically has not needed. Though sustainable procurement
functionstend to attract moretalent, asthey are often more
passionate aboutdriving positive changein their work, existing
procurementteams mustalso be ableto deliver on
sustainability. This requires a heavy focus on skills development
to upskill the function of sustainability as well as soft skills.
These skills development programmes should be based on an
assessment of organisational strategic objectives,
procurement-aligned objectives, and the skills needed to
deliver onthese.

*An SME is an organisation that has fewer than250 employees and a turnover of less than €50 million or a

Action Sustaina bi“ty balance sheet total less than €43 million. 14
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Unlocking New Potential Through SMEs

Although large organisationsseemdominant in many
economies, we know that SMEs (Small, Medium or Micro
Enterprises) form the real backbone of national economies.
The total procurement spend in SMEs exceeds that of
multinationals (Staal & Allen, 2023), as they oftenact as
suppliers for such organisations. Additionally, these SMEs
will take the brunt of the environmental footprint from
multinationals. Improved sustainable procurement in SMEs
therefore has a direct and substantial effect on our society
and environment.

Over the past few decades, procurement research for large
organisations hasbrought manybenefits, as procurement has
transformed into a strategic value-adding business function.
However, the minimalamount of research into procurementin
SMEs, and thus sustainable procurement, means knowledge is
limited. As the Harvard Business Review stated in 1981: a small
company isnota little big company. SMEs differ from large
companiesin many ways, but they also vary greatly between
themselves.

“While large companies often pursue growth ambitions, SME
owners more often adopt a survival or lifestyle approach.”

These differences, their leadership styles and experience
impacttheir procurement processes and performance.

SME characteristics

SMEs often have a few characteristicsin common. They lack
bargaining power towards their supply base. Butonce they
have selected or found good key suppliers, SMEs will remain
loyalto those suppliers. So, no switching every three-to-five
yearsto get a better deal. Contractsand contract management
areless formalised, similar to how relationships are managed.
In this way, SMEs can have remarkably effective supplier
relationsand be demanding of supplier capabilities.

However, more often SME procurementis underdeveloped and
focused on operationsrather than strategy. (Pressey, 2009).
Some SMEs see the benefits of collaboration (Van Hoof, 2013),
while others wantto remainindependent and would feel
unhappyinanintegrated supply chain (Bohme, 2009).

Dr.Anne Staal
Senior Lecturer, Auckland University of Technology

Research activities

Our research at Auckland University of Technology (NZ) in
collaboration with Victoria University (NZ) and Hanze University
(NL) aimsto increase the understanding of the SME
procurement ecosystem. Focusing on SMEs with 20-100 staff,
we investigated how those SMEs manage their complex
procurement processes to realise social, environmental, or
innovative outcomes with their suppliers.

Zwiep adapted the Business Model Canvaswith questions
thatentrepreneurs ask their suppliers to createa more
sustainable value proposition.

ElDeeb built a simple sustainable procurement quick scan
for manufacturing SMEs based on ISO 20400 material.

McGill conducts doctoralresearch on how fast-growing
SMEs select innovative suppliers.
Research findings

Haluskova found informal supplier selection processes in
Dutch fashion SMEs more effective than formal ones.

Claassen's research on local councils confirmed that
effective communication, planning, and dedicated
procurement staff with a risk-aware mindset will benefit
smallsuppliers morethan risk-averse approaches.

Ahigh level of entrepreneurship towardsinnovative
suppliers can benefit innovative customers. Simultaneously,
economic benefits and environmental benefits can be
aligned (Staal,2019).

Upcoming research

We will start master and doctoralresearch on:
Vested way with small suppliers,
Using the Business Model Canvas for supplier collaboration,

Co-developing a maturity modeland a circular procurement
model for SMEs based on ISO 20400,

The effect of leadership on sustainable procurementin
SMEs.

Ethical procurementin SMEs.

SMEs in Europe: SMEs in the UK account for:
SMEs in Europe 66%  of employment
people employed 50% of turnover

EU, 202

Want to know more orwant to support this research?
Please contact Dr Anne Staal at the Auckland University of Technology in New Zealand. astaal@aut.ac.nz

Action Sustainability
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Driving Successful Sustainable
Procurement Integration

Kathryn Gillard, Group Procurement Director at Landsec,
istwo yearsinto astrategic and sustainable procurement
transformation. Inthat time, she has set up a function
that has effectively embedded sustainability while also
delivering on ambitious savings targets.

In conversation with Action Sustainability, she provided
insight into the critical enablers of sustainable procurement.
Discussing in greater detail how to achieve stakeholder buy-

L D) The game changer for bé

driving value and getting 8
stakeholders to try things ‘g‘}‘ &

&

differently.

«() Thedrivers
behind a smooth
adoption of new ways of
working.

) Thecreation of
two key documents;
oneinternal facing and
one external facing,
and howto ensure
they are used.

o{") Approachtowards
upskillingthe business.

Landsec

Action Sustainability

in and adoption, the importance of a well-rounded and happy
team, where to startin combination with a strong vision, and
the tools & guidance that have made the biggest impact on
the implementation and execution of sustainable
procurement.

Click on the orange speakers to hear from Kathryn herself
about her vision, experience, and lessons learned.

Building a team
and attractingand
retaining talent.

Developinga
team of individuals
with awell-rounded
skillset.

“0) Thevision for
sustainable
procurement at
Landsec.

») How to get to
your perfect starting
point, and the key
enabling activities.

Kathryn Gillard

Group Procurement Director

Landsec



https://www.youtube.com/watch?v=6WEKT5S_Gwk&t=371s
https://www.youtube.com/watch?v=6WEKT5S_Gwk&t=319s
https://www.youtube.com/watch?v=6WEKT5S_Gwk&t=130s
https://www.youtube.com/watch?v=6WEKT5S_Gwk&t=0s
https://www.youtube.com/watch?v=6WEKT5S_Gwk&t=266s
https://www.youtube.com/watch?v=6WEKT5S_Gwk&t=180s
https://www.youtube.com/watch?v=6WEKT5S_Gwk&t=416s
https://www.youtube.com/watch?v=6WEKT5S_Gwk&t=471s
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Progressing Sustainable

Procurement

Many organisations that fall within a certain levelof
maturity share similaritiesin terms of good practice, recent
developments, and capability gaps. To move into the next
maturity level, a few considerations will thus apply to most
procurement functions.

Different organisations will starttheir sustainable procurement
journey differently, there is no perfect placeto start. Often the
advicefor organisationsatBasicisto just start. Don’t get stuck
onwhere to start butstart somewhere and build on this.

Procurement functions that find themselves in the ‘improving
level’, tend to be the mostdiverse in termsof high and low-
performing areas. Thisis easily explained,assustainable
procurementisa largeand complex undertaking and thereis
no ‘one way to startthe journey’; this results in organisations
arriving attheimproving levelin different ways.

One of the progressionsin maturity towards the‘Establishing
level’ takes place when procurementfunctions start
approaching sustainability holistically, focusing not only on
Scope 3 and humanrights, butthe entire triple bottom line
with all relevantimpacts. Some of the concerns often
overlooked are biodiversity, communities, diversity & inclusion,
and water consumption. Once organisations recogniseall
sustainability elements affected, more dedicated action can be
taken towards mitigating these effects. These organisations
often do not yet havea structured processin place to
effectively prioritise the right sustainability concernsfor the
rightsupply and supplier base.

Those for which their average scoreisin the ‘Mature level” will
often havethe previously mentioned in place, with a

Action Sustainability

sustainable procurementstrategy that outlines the
sustainability impacts critical to the business and a category
heatmap indicating which spend areas should focus on which
impacts. It also tends to be underpinned by a clear alignment
from top to bottom. They have achieved the ‘Golden thread’.
This meansthatthe organisation recognises procurement’s
rolein driving sustainability, has set clear expectationsfor the
procurement function to deliver on,and a procurement
function that drives sustainability in the supply chain as
business asusual.

Considering the current context of the ISO 20400 standard and
sustainable procurement practices acrossindustries, those that
find themselves in ‘Leading” have the aforementioned in place,
complimented with a set of corporate-driven targetsand a
standardised process of measuring, monitoring and reporting
on performancein the supply chain.
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Vision for Sustainable
Procurement

Sustainable procurementisevolving ata quicker pacethan ever. Not only is the suite of sustainability impacts considered expanding,
but procurementis also tasked with moreresponsibilities to manage and mitigate thesein the supply chain. We asked all casestudy
participantswhatthey believe sustainable procurement will look like in five yearsfor them and their organisations.

/ Skanska UK

“There will undoubtedly be some
further changes to how we deliver
even more sustainability outcomes for
our clients, somethat we probably
don't even know about right now.
The government, worldwidetargets,
and Skanska’s commitment around
Social Valueand Carbon reductionare
going to intensify, to make surewe
deliver our projects Sustainably.”

“l cansee us havinga complete suite of
carbon neutral products that go into all of
our builds.Something| really hopefor is,
as a sector, we forget the one upmanship

and focus on collaborating. We have the
same challenges and aredoingthe same
things but we're not working together on

the areas that we should, like
sustainability. We must collaborateso
much better and have a common aligned
goal of what we want to achieve.”

“In fiveyears, sustainability will be fully
incorporatedinto every procurement
decision and the expertise will bespread
throughout the team. All those thatare
involvedin purchasingwill consider all
the aspects of sustainability within their
procurement decisions. Wewill havea
more resilient, sustainable, innovative
network of suppliers who will work with
us as strategic partners and greater
transparency of our full supply chain.”

SSE plc

Great Western Railway
“In fiveyears’ time, sustainability will
be the leadingtheme inoursourcing

specifications, which will drive better
ways of workingand address all
aspects of sustainability.”

Avanti West Coast
“The vision for us as procurement would
be to demonstrate the evidence towards
reaching our science-based targets. We
should be looking at enhancing and
encouraging suppliers to move towards
the execution and demonstration of
their own sustainable goals. We also
want to have engaged with all of our
suppliers in some way. Whether that is
regular forums or just a conversation
once ayear.”
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Sector Deep

Figure 9: Average score per section across each sector

In this section of the report, we highlight the three sectors
where a significant number of organisations have had
themselves assessed against the 1SO 20400 Sustainable
Procurement guidance standard. Though the results are
anonymised, the impact these organisations have onsociety
is outlinedin the purple box on the first page of each sector
deepdive.

Figure9 shows the average scores per ISO 20400 section for each
sector. Out of the three sectors, construction and train operating
companies (TOCs) havethe highest total average score (3and 2.9
out of 5 respectively); both have strong policies and strategiesin
placethataid with a more effective implementation of

Industry maturity

=Maturity score &
distribution of assessment
results across maturity
levels

=Summary of key drives

and barriers to supply
chain sustainability

sustainable procurement. Contrastingly, utilities shows stronger
capabilities in Fundamentals criteria. Thisindicates that these
utility companies understand what drives sustainability
initiatives and engage in supply chain duediligence, however
this hasnot yet translated into further integration of
sustainability into other aspects of procurement.

Similar to cross-industry trends discussed earlier in the report,
these sectors highlight the same drop-off of capability moving
from thefundamentalsand policy & strategy criteria to
enablement and process. This indicates thatorganisationsin
these sectorsalso struggle to effectively enable their
procurementteamsand stakeholdersto drive sustainability in
their supply chains.

Criteria analysis Sector-widefocus  Case studies
Overview of scores Analysis and Insights from

per criteria with recommendations on advanced companies

=Average maturity score findings and

critical gap forthe in the sector

per ISO 20400 section recommendations sector
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This section will cover:

= Constructionindustry maturity

ISO 20400 Sustainable ProcurementAnalysis
= Sector-wide focus: Enabling people
= Interview with Dale Turner,Head of Procurementat Skanska
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Construction Industry

Maturity:

h W o b

Construction companies are involved with the
manufacturing and trade related to the building, repairing,
renovating and maintenance of buildings. They tend to rely
on complex supply chains to provide the materials and

services needed.

As most of the core procurement activities are of a project
nature, the role of the supply chain is critical to how
construction companies operate. With client expectations and
industry regulations becoming more and more centred around
environmental and socialfactors, construction companies must
adapt to the direction of the industry. However, because of its
small profit margins, construction companies face difficulties
building a case for sustainable procurement. Additionally,
construction supply chains naturally consist of many SMEs and

Maturity score per section

Fundamentals

Policy & Strategy

Enablement

Process

0 1 2 3

Figure 10: Maturity score per section- construction
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micro companies, which adds another level to driving supply
chain sustainability.

Theaverage maturity scorein theindustry is 3.0, showing that
the construction industry is at a strong stage for driving
sustainability in their supply chains. AsFigure 10 - construction
maturity distribution, shows half of the organisations assessed
arecomfortably considered in the ‘Mature’ category, scoring
between a 3 and a 4. While the other half of the group are spread
acrossthe ‘Established’ and ‘Improving’ categories, mostly
scoring towards the higher end of their respective category. It
suggests thatin general, theindustryis in a comfortable
position with some organisations continuing to improve and
strive for even higher maturity, while othersarewell along in
their sustainable procurementjourney.

Thesustainable procurement maturity of the sector is based on
the construction companies evaluated by Action Sustainability.
The combined turnover of the organisations evaluated against
the ISO 20400 was around £24.56 billion. (Based on 2022 data
from The Construction Index and 2021 data from Rail Engineer)

As the average number of Full Time Employees (FTEs) for the
companies assessed was32,095 they aresome of the largest
construction companiesin terms of size and resources. These
organisationstend to have more budget; hence they aremore
likely to have themselves assessed. They arealso likely to be
more maturethan smaller organisationsasthey areableto
provide more resources towards their sustainable procurement
initiatives. Assuch, smaller organisations tend to find themselves
atthe lower end of the maturity scale. However, there are some
smallorganisationsin theindustry thathave turned
sustainability into their unique selling point, and because of that,
win a lot of work.



https://www.theconstructionindex.co.uk/market-data/top-100-construction-companies/2022
https://www.railengineer.co.uk/classic-delivery-for-hs2-works/

1ISO 20400
Performance
Analysis

The average scores acrosseach category inthe analysisare
relatively stable except for some slight drop-offs in the
‘Setting Priorities’, ‘Measuring and Improving Performance’
and ‘Manage’ categories. The relatively stable scores show
the prevalence of the ‘golden thread’ methodology in the
constructionindustry.

For the three areaswherethe average scores dropped off, there
aresomesimilar industry patternsthat could explain this. Many
companies lack specific sustainable procurement targetsand
KPIs; for some, the gap exists with targets for both themselves
asa function and their suppliers whereas somejust lacked them
for their suppliers. This is a key area of improvementand aligns
directly with the ISO 20400 recommendationsfor the
‘Measuring and Improving Performance’ category.

Fully understanding the supply chainis alsoimportantand
another gap for many construction companies. Supplier
heatmapping and engagement were shared recommendations
acrosstheindustry and arecrucialtoimplementing and
delivering on the sustainable procurement policy and strategy.
It allows companies to determine which suppliers significantly
contributeto eachissue and would see improvementsin the
‘Setting Priorities’ score.

Finally, under the ‘Manage’ category, itisimportantto hold
suppliers and contractorsto their sustainability obligations
which was another consistent gap for theindustry evaluations.
Therearenumerous practices thatthe SO 20400 standard
suggests can help managea supplier. Introducing mutual
obligations between suppliers and customers, ensuring the
contractisbuilt onto a well-informed plan at the planning stage
andrelevantrequirementsatthe sourcing stage, establishing a
contract management plan and monitoring performance and
relationships throughout the contractare crucial waysto ensure
the ‘Manage’ category improves.

o
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Scores per category

1 2 3 4
Duediligence
Commitment and alignment
Stakeholder engagement
Governing procurement
Managing implementation
Source
Drivers
Enabling people
Grievance mechanism
Plan
Setting priorities

Manage

Measuring and improving
performance

Figure 11:1S0O 20400 Scores per Category - Construction

Thetwo most developed categoriesare ‘Due Diligence’ and
‘CommitmentandAlignment’. Duediligence is particularly
importantin the construction industry because of how vital
many suppliersareto the successful completion of a project,
from both a sustainability and resilience perspective. Therefore,
it is vitalthat companies have strong due diligence processes in
placeto minimiseand mitigate any risks. All companies
evaluated had made a formalcommitmentfrom top
management to sustainable procurementand many had
ensured thatthis wasimplemented across the business. This
particularly high scorefor the ‘Commitmentand Alignment’
category is underpinned by the achievement of the ‘Golden
thread’ asmentioned before.
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Enabling people category factor maturity

Sector-wide

4

F O C l I S Tools and Guidelines Performance Management

Enabling people in construction

Learning from Others Staff Awareness
Enabling people entails providing your organisation’s key
stakeholders within procurement, or those otherwise Personal Objectives
. . . - Staff Competence
involvedin the procurement process (e.g., production Reward and Recognition

workers or others engaged with suppliers) with the
sufficient means to manage and deliver ‘sustainable’
procurement. This area of capability has been found to be a
gap withinthe constructionsector.

Figure 12: Maturity of each factor within the ‘Enabling People’ Category

Onamore holistic scale, the construction industry mostly hasa
gapinsetting and communicating sustainable procurement

Looking more closely atthe data within ‘Enabling People’ expectations to procurementindividuals and its stakeholders.
(Figure 12) thereis a clear dip in the ‘Personal objectives, Effective delivery of sustainable procurement requires those
bonuses, and rewards’ factor,an enabler used to set and involved to fully understand the reasons why it is being
communicate expectations around sustainability to every implemented and whatis expected of each individual. Many
stakeholder in the organisation. An example solution thataligns companies lack processes and activities that enable the

with the ISO 20400 standard isto include goals within incentive procurement team to expand their awareness and competence
plans/reward schemes or staff development evaluations. This is for sustainable procurement outside of the team. Thisis
anarea ofimprovement for many companiesatthe ‘improving’ especially relevantfor the construction sector because of its
and ‘Established’ levels, particularly including sustainability project nature and an often decentralised procurement
objectives in procurementteam members’ performance delivery, where different parts of the procurement process are
management reviews, whereas for thosein the ‘Mature’ level, managed by different teams across the business. Moreover,
this activity is starting to become more commonplace. This having thisin place ensures greater alignment between teams
shows wherethe industry may beslightly deficient and could and projects, which is essential in a low-margin sector such as
see specific improvementthat raises the scores for this metric. construction.

Set and communicate sustainable procurement expectations by...

Engaging and sharing information withinternal and external stakeholders to increase
awareness of supply chain sustainability acrossthe whole organisation.

Developing a set of shared goalssupported by templates and guidance, such asa spend
category sustainability heatmap, thatcanbeused by stakeholders across the
organisation.

Including sustainable procurement goals withinincentive plansand staff development
evaluationsaswell assupplier contracts.

Making use of relevant sustainability guides, certifications, case studies, and evaluation
tools, to help implement and achievesustainability goals.

Action Sustainability 24



Interview with

What does sustainable procurement look like at Skanska?
As Director of Procurementand Supply Chain for Skanska UK, |
lead a team of around 100 different procurersthat sit within our
business. We have a smallstrategic sourcing team looking at
UK-wide framework agreements, and a commercial transport
team looking after vehicles. Most of the procurementteam are
outon the projectswith our commercialteam procuring
supplier and subcontract packages.

Beyond that, the procurement function is underpinned by
policies and proceduresaligned to the principles of ISO 20400,
thathelp embed sustainability within the procurement process:

Dale

-

sustainability

urner

Skanska’s sustainable procurement journey startedin2010,
how have you ensured it maintained a strategicpriority
throughout the business over that period?

Sustainable procurementisa fundamental part of the way we
do business. It’s how we deliver our stakeholder requirements
and supportsour Skanska valuesand purpose. In essence it is
our license to operate, to win work, manageriskand attract
stakeholders.

Alot of the importantearly steps were transforming a team that
were a bitsiloed in specific parts of the business to a group with
a common, consistent approach wherea community of

procurers, spending time together to solve problemsand
sharing experiences.

We have a UK procurement policy which covers the key high-level
principles of how we want to procure. Part of the procurementteam'sresponsibility is also horizon

scanning, to prepare the business for sustainability challenges

coming down the line. It’s importantto stay up to dateand be
clear on whatour clients and industry wants. | think
sustainability 10 or 15 yearsago was very differentfrom whereit
is now. The sustainability agenda isnow much wider,
incorporating multiple factorsinto the procurement decisions

‘Our way of working for procurement’ ensures consistency,
describing what is expected at each stage of the procurement
process and the required actions to take.

we make. It’s challenging to deliver from a procurementteam
perspective but genuinely satisfying to see the procurement

The sustainable procurement policy which we developed in 2010 ] ) )
function, adding value to customersand Skanska’s business.

and has been updated frequently since. We contract on this
document with our supply chain, enabling us to communicate
what itis that we are trying to achieve on individual projects to
deliver on our client’s objectives and on Skanska’s values.

Thesustainable procurement policy is a greatexample of how
we stay up to date, the first version of the was developed in
2010. We did a lot of work atthe time, going out to the supply
chainto makesure thatit landed well, butsince then we have
gonethrough a lot of iterations, all the way up to today, it's
forever changing.

Dale Turner
Head of Procurement & Supply Chain at Skanska

A conversation on Skanska’s sustainable procurement journey from
2009 to today. Embedding it into all parts of the organisation, ensuring

it remained top of mind throughout the years and all the benefits that
have come with procuring sustainably.

Action Sustainability




Interview with

How have you embedded sustainable procurement
throughout the organisation?

At the forefront of our approachhasbeen consistency and
application of the key parts of the procurement process. In 2010
we began a procurement transformation programme to embed
the key elements of procurement consistently acrossour
business. Since then, we have added incremental movement
eachyear toadaptandbeagileto an ever-changing
marketplace.

Our sustainable procurement approachis underpinned by:

Our business is diverse, so we accommodatein our procurement
strategy for all those differences. Each bid or project has their
own procurement strategy, signed off by the project team to
ensure we areallaligned before we start.

We do a lot of duediligence to understanding capacity and
capability within the market, and suitability for the worksto be
undertaken.

Our balanced scorecard weighs different sustainability factors to
make sure we appointthe right supplier. This could berelatively
simple with a couple of different areas, allthe way through to
quite advanced complex weighting (e.g., social value, carbon,
digital), depending on where specific a project demands.

We’re interested in not just how the interaction hasgone
through the procurement event, but moreimportantly how they
have performed on the project. Looking athow suppliers
delivered on whatwas agreed in terms of sustainability value
throughout contractdelivery. Thiscan then be fed backinto the

Dale Turner
Head of Procurement & Supply Chain at Skanska

A conversation on Skanska’s sustainable procurement journey from 2009 to
today. Embedding itinto all parts of the organisation, ensuring it remained top
of mind throughout the years and all the benefits that have come with

procuring sustainably.

Action Sustainability
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Dale Turner

processfor future selection.

Working directly with our clients and supply chain to develop our
Sustainable Procurement Policy has helped to align our
aspirationsand upskill the supply chain to be attheir best to
deliver for us. Being a founder of the industry-leading Supply
Chain Sustainability School, we arevery keen to promote the
many freeresourcesit provides. Each member of the supply
chain cantailor their learning journey whether they are at
beginner to advanced levelsacrossall sustainability areas.

This hasenabled us to set the standard, align the supply chain
andinnovate.

What benefits do you see sustainable procurement has
achieved within and outside of the function?

Over thelast 10 years, there hasbeen greater alignment between
our customersand extended supply chain. The hierarchy of the
relationships areaimed to encourage collaboration achieve
morevaluetogether.

Our sustainable procurement approach also drives a more
diverse supply chain which helps to manageriskand understand
whereinnovation can be applied down the tiers of the supply
chainto make our projects more efficient and productive.

Some of the recent work events have made us rethink our
approach andin an often-heated marketplace like we have now,
you need to use the full breadth of supply chain options and
understand whatis happening down the tiers.

We also have a very big community feel within the procurement
enabling function with a very low churn of people, where they
can build a career in a professional function, making a significant
contribution to business performance.



https://www.supplychainschool.co.uk/
https://www.supplychainschool.co.uk/

This section will cover:

= Train Operating Companies industry maturity: 2.9

= SO 20400 performanceAnalysis
= Sector-wide focus: Setting priorities

= Case studiesfrom GWRand Avanti
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TOC Industry Maturity:

Basic Established o Leading

Train operating companies (TOCs) run the rail passenger
services inthe UK. They operate by applying to the
Department for Transport (DfT) for franchises to run routes,
while leasing and managing stations from Network Rail.
They also often lease trains from rolling stock companies.
These aspects affect the extent and direction of sustainable
procurement undertakings. Sustainability is drivenby a
range of factors, such as changing customer expectations
and internal awarenessand recognition of sustainability as a
priority. Moreover, governmental mandates such as the

,setthe direction
and intention for the rail industry on environment issuesand
inform the (SRS).

Thetrain operating companies benefit from a relatively strong
industry-wide sustainability drive. The SRS initiative, co-created
and facilitated by the Rail Safety and Standards Board (RSSB)

Maturity score per section
0 1 2 3 4

Fundamentals

Policy &
strategy

Enablement

Process

Figure 13: Maturity score per section-TOC

Action Sustainability

and overseen by the DfT, emphasises the need for a holistic
sustainability approach, covering the entire triple bottom line of
people, profit,and planet, and sets out some expectations for
supply chain sustainability.

With an average maturity score of 2.9, the train operating
companies sector is well underway in their effortsto drive
sustainability in their supply chains. Asthe TOC Maturity
distribution above, suggests, the maturity of the sector is
skewed towards more ‘Mature’, most organisationsfind
themselves within this stage. Moreover, the majority of
organisationswho find themselves at the ‘Established’ stage,
scoring between a 2-3, score on the higher end. Indicating that
these arecloseto becoming ‘Mature’. However, the distribution
alsoindicates thatthere area number of TOCswho areearly on
in their sustainable procurementjourney, having considered
sustainability in their supply chainsonly recently.

The sustainable procurement maturity of the sectoris
based onthe TOCs evaluated by Action Sustainability
in the UK. The total ofthe organisations evaluated
against the 1SO 20400 standard account for:

- 56% of all passenger kilometres travelled

- 42% of all routes operated

- 46% of all stations managed
53% of Full-time equivalent (FTE) employeesin
the sector

(Basedon April 2021 -March 2022 data from the Office of
Rail and Road)



https://www.gov.uk/government/publications/environmental-sustainability-on-the-railway-stating-our-priorities
https://www.rssb.co.uk/sustainability/sustainable-rail-strategy
https://dataportal.orr.gov.uk/statistics/compendia/toc-key-statistics/
https://dataportal.orr.gov.uk/statistics/compendia/toc-key-statistics/
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ISO 20400 Performance Analysis

Findings for starting TOCs

Data suggests TOCs can largely be splitinto two groups (See
Figure 14), the ‘advancing TOCs’ and the ‘starting TOCs’.
Advancing TOCs are those that have been working on
sustainable supply chains for some years and are looking to
progress further now they have strong foundations in place
Starting TOCs are those that have recently started, oftendriven
by industry initiatives such as the SRS. Comparing and
contrasting the two groups offers insights on where critical
gaps are and where there are opportunities to learn from one
another.

Rather than reinventing the wheel, TOCs at the start of their
sustainable procurementjourney can benefitfrom the learnings of
advanced organisationsand other industry initiatives such as the
SRS. This also countsfor the areasstarting organisations should
focusonto progressto moreadvanced practices:

Incorporating sustainability into procurement planning

Less advanced TOCs often have the processes in place, butthe
spend affected and sustainability concerns covered are much more
limited than advanced organisations. Moreover, they are often
engaged too late by internal stakeholders, which meansthey are
not given the rightamount of time to strategically assess the needs
of internal stakeholders, limiting the function’s ability to analyseall
relevantsustainability risks and opportunities. Having structured
processes with templates and early stakeholder engagementin
placewill speed up the planning stage, allowing procurement to
cover the necessary steps while keeping stakeholders satisfied.

Figure 14: Scores

Action Sustainability

Identifying all sustainabilityimpacts

Where advanced organisations have mainly taken the approach of
focusing on all relevant sustainability concerns, starting
organisationstend to focus on fewer sustainability concernsand
incorporating these well. However, this does means many have not
yet covered the entire triple bottom line of planet, profit,and
people, and thus are missing some critical sustainability concerns.
Using resourcessuch asthe SRS, can be a good starting point to
identifying relevant sustainability impactsin the supply chain.

Tools and guidance to enable people

As TOCsat the start of their journey are mostly focused on
awareness and understanding of sustainable procurement, they
arenotyet ableto develop supporting tools and resources for
procurement professionals to incorporate sustainability into their
procurementactivities.

1.7 Advanced TOCs score higher for enabling people
Vs than TOCs that have recently started, scoring
3 4 ‘mature’as opposed to ‘improving’

While awareness and understanding isimportant, ‘people
enablement’ must stay top of mind to ensure everyone feels
supported to embed sustainability into their own procurement
activities. Important supporting resourcesinclude, templates, step-
by-step guidance, heatmaps, category strategies, and Supply Chain
Charters.

Low vs high scoring TOCs
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ISO 20400 Performance Analysis

Findings for advancing TOCs

As mentioned, advancing TOCs are those that havebeen
working on sustainable supply chains for some years and have
strong foundations in place. They are now focused on how
they can progress further.

High-performing TOCs tend to have strong foundational elements
in place, allhaverecognised the drivers for sustainable
procurement, havea clear understanding of therange of
sustainability concernsin their supply chains,and have
implemented due diligence processes to mitigaterisk. These
organisationsalso have procurementstrategies and policies
within which sustainability is a core pillar for delivering value.

Mature organisations score at least 50%
higher for ‘Fundamentals’, Strategy &
Policy’, and ‘Organising the function’, than
Established and Improving organisations.

50%

They havethe foundationsin place beforeincorporating
sustainability into the procurement process. However, there are
three gapsthatadvancing TOCs must consider to progress their
sustainable procurement efforts:

Setting priorities to measure and monitor
Where sustainability concerns have been identified, they must
now be tailored to the different spend areasto reflect the

Action Sustainability

relevantissues. Oncethis is in place, organisationscan start
setting baselines and targetsto work towards.

Tools and guidelines

Toolsand guidelines do notall have sustainability incorporated
into it, for other organisations the sustainability elements
incorporated are notaligned. For example, where organisations
have sustainability risk heatmapsin place, the existence of these
is not incorporated into other guidelines or processes.

Incorporate sustainabilityinto supplier management
Advanced organisationsshow a clear drop in sustainable
procurement performance moving from plan and source stages
into the supplier managementstage. Thisis caused by supplier
sustainability performance notyet being monitored or managed.

Theaveragescoresfor ‘Manage’ areequalforboth groups,
however, the underlying factorsfor the score differ. ‘Advanced’
organisationstend to have somefoundationsin place butlack
continuous monitoring and improvement for all sustainability
impactsidentified. Whereasthe lower scoring organisationsare
more likely to have a broader setof management processesin
place but deliver this only for a few spend areasand for very
limited sustainability concerns, often carbon and waste.

Low vs high scoring TOCs
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ISO 20400 Industry-wide

Focus

Drivers

Duediligence

Governing procurement
Commitmentand alignment
Stakeholder engagement
Source

Managing implementation
Manage

Grievance Mechanism
Enabling People

Plan

Setting Priorities

Measuring and Improving..

Figure 16:1S0 20400 Scores per Category - TOCs
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Train operating companies have strong foundations in
place, but face challenges to fully implement
sustainability into the function’s enablers and day-to-day
procurement process. Though the factors of the 1SO 20400
standard are measured separately, they are interrelated.
One such factor that is strongly interrelated with many of
the others, is ‘Setting Priorities’. The awareness of
relevant sustainability concerns and the recognition of
the need to prioritise greatly affectsoverall performance.
This is especially the case inthe procurement process and
many of the enabling activities, such as measuring and
improving performance.

‘Starting’ organisations haverarely set priorities as most
have notyet identified all sustainability concerns within their
supply chains. Whereas ‘Higher’ scoring organisations tend
to have defined the sustainability concerns covered in the
procurement process, they havenotyet rolled out a
standardised process through which spend areas have their
own tailored set of relevant sustainability priorities. This
causes numerousissues; if all sustainability concernsare
covered with each supplier, the overall supplier engagement
and satisfaction will decrease as suppliers can feel
overburdened. Moreover, sustainability might not be
embedded atallasa lackof understanding can lead to
decreased effortto deliver on sustainability.

Starting organisations should determine which sustainability
concernsareapplicableto their supply chainsand develop a
roadmap towards managing these,asmany TOCshave gone
through this exercise beforeand therearea range of industry
initiatives, thereareresourcesreadily availablethatcan be
benefitted from, asexplained by Suein the Avanti case study
interview (see page 32). Higher-scoring organisations must
tailor the priorities by spend area and supplier, for example
by developing category and supplier heatmapsto guide their
procurement efforts. A useful starting point is the free heat
N . ided by the S Chai
: inability School.
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https://learn.supplychainschool.co.uk/local/tlactionplans/resource_intro.php?id=891&modtype=scorm
https://learn.supplychainschool.co.uk/local/tlactionplans/resource_intro.php?id=891&modtype=scorm
https://learn.supplychainschool.co.uk/local/tlactionplans/resource_intro.php?id=891&modtype=scorm
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Case Studies from the
Sector

Taking suppliers with you on your
sustainability journey by effectively
embedding sustainability into the
supplier lifecycle

An Avanti West Coast case study, with Head of
Procurement, Sue Ferm, and Sustainable
Procurement lead, Ruchiie Sehdev.

Sueand Ruchiie discuss how sustainability can
effectively be embedded fromplan, to source,
to manage;

Therole and use of third party solutions,

Andthe actions taken to develop supplier
capabilities duringthe contract management
stage.

\ susta
ctionsustainability _—- ctionsustainability

. Embedding sustainable
Learnings from the ISO : . procurement

20400 evaluation and , _ At h
e H ith a focus on the procurement
re-evaluation process

® S
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https://www.youtube.com/watch?v=3fD6iGTjTkI&t=0s
https://www.youtube.com/watch?v=3fD6iGTjTkI&t=0s
https://www.youtube.com/watch?v=3fD6iGTjTkI&t=85s
https://www.youtube.com/watch?v=3fD6iGTjTkI&t=139s
https://www.youtube.com/watch?v=3fD6iGTjTkI&t=139s
https://www.youtube.com/watch?v=3fD6iGTjTkI&t=222s
https://www.youtube.com/watch?v=CeKL5BVhE88&t=0s
https://www.youtube.com/watch?v=CeKL5BVhE88&t=75s
https://www.youtube.com/watch?v=CeKL5BVhE88&t=144s
https://www.youtube.com/watch?v=CeKL5BVhE88&t=306s
https://www.youtube.com/watch?v=CeKL5BVhE88&t=306s
https://www.youtube.com/watch?v=CeKL5BVhE88&t=426s
https://www.youtube.com/watch?v=CeKL5BVhE88&t=535s
https://www.youtube.com/watch?v=CeKL5BVhE88&t=581s
https://www.youtube.com/watch?v=CeKL5BVhE88&t=581s
https://www.youtube.com/watch?v=3fD6iGTjTkI
https://www.youtube.com/watch?v=CeKL5BVhE88
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This section will cover:
Utilities industry maturity: 2.4
ISO 20400 performance Analysis
i Sector-wide focus: Enabling people

Insights from SSE

Case study from SUEZ
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Utilities Industry Maturity:

Basic Improving

Utilitiescompaniesprovide electricity, natural gas, water,
sewage and other servicesto homes and businesses. They
operate as private, for-profit companies but are heavily
regulated as they form part of the public service
infrastructure. This means companies must apply for licences
to operate inthe utilities sector and ensure they are
following the strict legislation given to them. Therefore,
sustainability inthe sectoris driven by governments and
regulation but there is also a push from other stakeholders
suchasinvestors, andincreasingly from a more conscious
society starting to pay more attention to sustainability issues
caused by the sector.

The nature of the sector requires these organisationsto deliver
on long-lasting infrastructure while being proneto the current
and futureimpactsof climate change, such asdroughtand

Maturity score per section

0 1 2 3 4
I I I

Fundamentals

Policy & Strategy

Enablers

Process

Figure 17: Maturity score per section - Utilities

Action Sustainability

Established @ Leading

higher levels of storm/floodwater. This means they must deal
with, and plan for, theimpacts of climate change on these
infrastructuresnow and in the future. These effortsrequire
expertise and collaboration from the supply chain.

Theaverage maturity scorein theindustryis at 2.4 showing that
the utilities industry is atan established stage of implementing
sustainability in their supply chains. Thisis lower than the
averagesustainable procurement maturity score. As Figure 17 -
Utilities maturity distribution shows, almostall organisations
range between 2-3in the ‘Established’ stage, with only one
organisation achieving a mature score. The majority of those
thatare Established, areall atthe lower end of the ‘Established’
level. This suggests thatthe industry is in the earlier stages of
implementing sustainable procurement and thereis significant
progressto be made.

The sustainable procurement maturity of the sector s
based on the utilities companies evaluated by Action
Sustainability. The organisations evaluated against the
ISO 20400 standard supply utilities such as water,
electricity and gas to around:

- 25 million homesinthe UK and Ireland;

- Andhavea combined total revenue for2022 of
around €113.9 billion.

(Basedon the totalnumber of homes and revenue data
from the companies’ 2022 Annual Reports.)
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Score per category

1SO 20400
p e rfo r m a n Ce Grievance mechanism
Analysis

Duediligence

Taking a closer look at the scores per category for the utilities S ehaleEr e

sector, a few things stand out. Firstly, similar to other sectors,

setting priorities and measuring and improving performance Source
is low. Secondly, ‘managing implementation’ scoreslow
compared to the other categories, which differs from any Commitmentand alignment

other sector, where managing implementationis often better :
L. . Governing procurement
developed thanthe majority of other categories. Lastly,

enabling people, a key driver for effectively delivering Plan
sustainable procurement, scoreslow as well.

. Managing implementation
The procurement process categories (plan, sourceand manage)

arerelatively strong when compared to organisationsin other Manage
sectors. This can bedue to the strict regulationsin place that
require extensive procurement processes. Another reason why Enabling people
these canscorehigher isthe strong stakeholder engagement, . .
which lessens the need for a structured SP approach. However, Setting priorities
when splitting the sector into the average highest and lowest Measuringand improving
performers, high-performing organisations show very little performance

improvement from those lower-performing organisationsin the . s
Figure 18:1S0 20400 Scores per Category - Utilities

procurement process, scoring 2.7 and 2.4 respectively.

The‘Setting Priorities’ category is also one of the lower-scoring
categoriesfor the utilities sector. At 1.9, the average scorefor the
categoryisinthe ‘Improving’ level of maturity. From the analysis,
it wasfound thatthere is little prioritisationin place, which is
caused by a lack of sustainability priorities acrossall business

units and not just procurement. A materiality assessmentand

As sustainable procurement activities become moreelaborate, . .
supply chain heatmap can offer more guidancefor everyone

the function cannotrely on stakeholder managementand . . Lo
involved. Allowing procurement to become proactivein
existing regulationsalone. Dedicated SP processes and . o . e S
identifying, managing and mitigating sustainability risks from
proceduresare needed to effectively roll out sustainability into
plan,to source,to manage.
every stage of the sourcing process.

‘Managing implementation’ ")) Sustainable procurementimplementationprocess

Prioritise
actions

Determine
actions

Identify gaps
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SeCtO r_Wi d e Enabling people scores

Staff Awareness

F O ‘ l I S Learning from Others

Organisational Culture

Enabling people

Staff Competence

Performance Management
Enabling people as a category has many facets. It covers
internal as well as external stakeholders, but also
considers awareness, expectation setting, performance Figure 19: Scores for each factor within the ‘Enabling People’ Category
monitoring, and guidance in general. Organisationsinthe
utilities sector particularly struggle to build staff
competence, manage performance, and provide effective
tools and guidelines to every stakeholderinvolved.

Tools and Guidelines

Best practice skills and capabilities development includes
dedicated training for procurement and sustainability
functions, aswell as other internal stakeholders. Thisensures
the organisationisengaged, aligned, and clear on whatand

Thehigher scoresfor staff awareness, learning from others, how supply chain sustainability can be achieved. These
and organisational cultureindicate thatindividuals are often development initiatives should entail both educationon
aware of theimportance of sustainable procurement, the strategic procurementand insightsinto all relevant supply
‘why’ is clear. Whereas the lower scores of staff competence, chain sustainability impacts.

performance management, and toolsand guidelines
emphasise a need for more supporton the ‘how’. Thisgapin
understanding how to deliver on sustainable procurementis
animportantreason for the lower overall maturity score of the

Toolsand guidelines are some of the most impactful enablers
for driving positive change. More advanced organisations have
arangeof tools, guidelines and templates in placefor
procurementand all stakeholders. Key resourcesinclude

sector. category strategy templates, category sustainability risk

For the utilities sector to advance their maturity, they must heatmaps, sustainable procurement guides and sustainability
invest in building staff competence, both through developing performance managementtools. Though theseresourcesare
skills and capabilities, aswell asintroducing tools and effective, they must be implemented and introduced
guidelines to supportevery internal stakeholder with their correctly. Organisations often forget to incorporate them into
procurementand supplier managementactivities. existing processes, procedures and resources.

Rory O’Callaghan, Sustainable Procurement & Supply Chain Risk Manager at SSE describes how SSE have
approached people enablement, both internally as well as their supply chain.

Develop baseline understanding of skills &
capabilities
-

Createsustainable procurement learning .
plan - Strong relationships

Develop ‘embedding sustainable
procurement’ guidance

Action Sustainability 36



https://www.youtube.com/watch?v=fP-K8Qqrmoc&t=207s
https://www.youtube.com/watch?v=fP-K8Qqrmoc&t=140s
https://www.cdp.net/en/supply-chain
https://www.cdp.net/en/supply-chain
https://www.bitc.org.uk/business-in-the-community-scotland/
https://www.bitc.org.uk/business-in-the-community-scotland/
https://www.supplychainschool.co.uk/
https://www.supplychainschool.co.uk/
https://www.sustainabilitytool.com/
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From Early
Adopters of ISO
20400 to Today

The SUEZ Sustainable Procurement Journey

As SUEZ we recognise that whilst we need to be profitable,
we can do this while caring for the environment, the people
and communities affected by our operations. Procurement
plays an integral part as one of our main goals is to save the
company money whilst also increasing social value and
protecting the environment.

From early adoptionto action

In 2017 Action Sustainability assessed SUEZ UK against the then
freshly released 1ISO 20400 Sustainable Procurement standard
and provided us with a report including suggested areas for
improvement. Since then, we have incorporated these areas
into our sustainable procurement action plan which continues
to bereviewed and developed.

Based on the assessment we focused on a few areas, including;:

Improving our policies & strategies by drafting and issuing a supplier

eachssite. Theenthusiasm for change mustbe shared acrossthe
company. Theresponsibility should also not lie with one
departmentbut be embedded within every function. Dueto
this recognition and the benefits delivered to SUEZ up until
now, it was decided to integrate sustainable procurement even
further into the organisation by introducing a dedicated
Sustainable Procurementrole. As the Procurement
Sustainability and Compliance Manager, | work closely with the
procurementteam, our sustainability team, led by our Chief
Sustainability and External Affairs Director Dr Adam Read, and
our network of sustainable champions presentat nearly every
site within SUEZ. It is a fantastic opportunity towork inarole
thatis dedicated to driving environmentaland socialvalue
through our supply chainsand helping our SMEsand VCSEsto
understand and adopt the SUEZ commitment to sustainability
and a world without waste.

Looking ahead

Today we are at the point where we can build on the solid
foundations of the sustainable procurement actions already
undertaken. To ensure we continue to improve, we have put in
place a five-year plan with eight objectives that will enable us to
supportboth SUEZ’sand our suppliers’ sustainability journeys:

Increase Knowledge and Understanding of

code of conduct. Setting and communicating our aims and

- : Sustainable Procurement
minimum standards expected of suppliers.

Understand and Manage Potential Risk in the

Improving stakeholder engagement by introducing Supplier Awards and Supply Chain
creating a quarterly supplier newsletter to advise and support suppliers,

Take Action to Identify and Prevent Modern
especially SMEs.

Day Slavery

Continueto Improve the Sustainable
Procurement Process

Improve people enablement throughthe Supply Chain Sustainability School,
enabling us to direct our own employees and our suppliers to easily

accessible sustainability training and resources. Develop and Embed Sustainable Practice

= within the Team
Improving our procurement processes by incorporating sustainability into
Sourcing questions and performance weightings: 10% evaluation criteriaon
Sustainability and 25% of our supplier performance scorecards. Chain

Increase the Transparency of our Supply

Work with our Supply Chain to Improve our
Environmental and Social Impact

B Evaluate and Report on our Performance

One of the challenges in implementing this transformation has
been changing the mindsets within the team and the company.
Shifting the focus from traditional transactional relationships
with suppliers to more strategic partnerships that achieve
financial savings as well as environmental and social benefits.
Now that everyone sees the value of this way of working within
procurement, we have managed to embed sustainability within
the function and beyond.

@»)suee2

Wendy Storey
Procurement Sustainability & Compliance Manager

Intensifying our efforts
It is vitalthat if a company wantsto be truly sustainable it must
havethe support of both senior managementand the peopleat

Action Sustainability 37
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Conclusion

Final thoughts on progressing sustainable procurement

As the need and urgency for sustainable supply chains has become clear over the past few years, it is now up to procurement functions
to turn this recognition into action. We must embed sustainable procurement across each spend area and find ways to continuously
improve. Though thisis easier said than done, sustainability is a topic organisations are willing to share on. Through this collaboration
and sharing of resources, we can collectively play our rolein creating a sustainable future. Below are some thoughtsfrom the

contributorsto this reporton how sustainable procurement can be achieved.

Kathryn Gillard, Group Procurement Director, Landsec

Dale Turner, Head of Procurement & Supply Chain, Skanska UK

Laura Daniel, Head of Procurement, Great Western Railway

“Startsmalland let the ideas grow by themselves. It felt too big for a long time which, looking back, may
havestalled our progress. Once we’d done just a couple of individual tenders with good sustainability
requirements, it inspired others to do the same and helped us clarify how we could develop our longer -

term strategy.”

% fé

Wendy Storey, Procurement Sustainability & Compliance Manager, SUEZ

e
X oSl

o~ “It’s about progress not perfection, look for the quick wins which will help you showcase how you can
! be both sustainable and reduce costs to help build engagement, also find like-minded people within
\ your organisation thatare passionate about sustainability so you can work together - collaboration and

L | working asa team makes it so much easier.”

We would like to thank all contributors, those featured above and DrAnne Staal and Sue Ferm featured in the report. As sustainability is a topic that requires everyone
to act at pace, this requires collaboration over competition. We are grateful that this report has enabled these organisations andindividuals to share their insights,

promoting collaboration within and between industries.

Action Sustainability 38
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Contact Us

Action Sustainability service lines:

SustainableProcurement Sustainability Measurement & Reporting
Mellita D’silva CharlesNaud
Lead Consultant: Sustainable Procurement Head of Product: Sustainability Tool

Modern Slavery & Human Rights
Helen Carter Sustainability Strategy

Lead Consultant: Modern Slavery & Human Rights Imogen Player
Lead Consultant: Sustainability Strategy

Energy & Carbon
James Cadman E-learning
Lead Consultant: Energy & Carbon Ross Primmer

Lead Consultant: E-learning

Social Value

Vaishali Baid

Lead Consultant: Social Value Action Sustainabilit website k

Consultancy case studies | <

39


mailto:mellita@actionsustainability.com
mailto:helen@actionsustainability.com
mailto:james@actionsustainability.com
mailto:vaishali@actionsustainability.com
mailto:charles@actionsustainability.com
mailto:imogen@actionsustainability.com
mailto:ross@actionsustainability.com
https://www.actionsustainability.com/
https://www.actionsustainability.com/our-case-studies/

Sustainable Procurement Progress Report 2023 Action Sustainability




	Default Section
	Slide 1: 2023
	Slide 2: Foreword
	Slide 3: About the Authors
	Slide 4: Contents  
	Slide 5: Executive  Summary
	Slide 6
	Slide 7: What is ISO 20400
	Slide 8: ISO 20400 Standard Adoption and ISO20400.org
	Slide 9: ISO 20400.org Assessment
	Slide 10
	Slide 11: Sustainable Procurement
	Slide 12: Sustainable Procurement Maturity
	Slide 13: Overall Maturity: 2.6 
	Slide 14: Maturity Analysis
	Slide 15: Unlocking New Potential Through SMEs
	Slide 16: Driving Successful Sustainable Procurement Integration 
	Slide 17: Progressing Sustainable Procurement
	Slide 18: Vision for Sustainable Procurement
	Slide 19
	Slide 20: Sector Deep Dives
	Slide 21
	Slide 22: Construction Industry Maturity: 3.0
	Slide 23: ISO 20400 Performance Analysis
	Slide 24: Sector-wide Focus Enabling people in construction 
	Slide 25: Interview with Dale Turner
	Slide 26: Interview with Dale Turner
	Slide 27
	Slide 28: TOC Industry Maturity: 2.9
	Slide 29: ISO 20400 Performance Analysis   Findings for starting TOCs
	Slide 30: ISO 20400 Performance Analysis   Findings for advancing TOCs
	Slide 31
	Slide 32: Case Studies from the Sector
	Slide 33
	Slide 34: Utilities Industry Maturity: 2.4
	Slide 35: ISO 20400 Performance Analysis
	Slide 36
	Slide 37: From Early Adopters of ISO 20400 to Today    The SUEZ Sustainable Procurement Journey
	Slide 38: Conclusion
	Slide 39: Contact Us
	Slide 40


