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Introduction
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Over the past decades, the purchasing function led or participated actively
to each major breakthrough and evolutions in the industry landscape:

» Active promoting of quality standards & tools as mean to improve the supplier’s
management process.

 Supply chain management: By providing an overall upstream vision, purchasing is
one of key actors of SCM/JIT implementation.

* With the emerging of globalization, companies began to seek ways of cutting their
costs. Purchasing was incontestably the main actor of this revolution.

 IT technologies like EDI, ERP and the Internet were quickly adopted by purchasing
to improve dramatically their efficiency and responsiveness.

Without contest the turning for corporate governance is nowadays around
the Corporate Social Responsibility. Once again, purchasing function
should be in position to get a strategic place.
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SD - “Development that meets the needs of the
present without compromising the ability of
future generations to meet their own needs.”

Brundtland Report 1987 report “Our Common Future”,

The 3 pillars of SD

'e’
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Human rights
1. Business should support and respect the protection of internationally proclaimed Human Rights
2. Make sure that they are not complicit in human rights abuses

Labour standards

3. Businesses should uphold the freedom of association and the effective recognition of the right to
collective bargaining

4. The elimination of all forms of forced and compulsory labour
5. The effective abolition of child labour

Environment

6. The elimination of discrimination in respect of employment and occupation

7. Businesses should support a precautionary approach to environmental challenges
8. Undertake initiatives to promote greater environmental responsibility

9. Encourage the development and diffusion of environmentally friendly technologies

Anti-corruption
10. Businesses should work against all forms of corruption, including extortion and bribery
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EIPM CSR SUrvey — Survey sample
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e 127 respondents

 Relevant sample: Few respondents belonging to the
same company

* A majority of purchasing directors

47. What is your job position?
Nb % cit. 9% 5%
Director 56 44% 9%
Lead Buyer 26 21% 44%
Other 16 13%
Staff or internal consultant 11 9%
VP 11 9oy 13%
Buyer 6 5%
Total 126 100% 21%
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EIPM CSR survey — Survey sample
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| Wlde range of actlvmes for companles surveyed (manly industry)

51. What is your group's main field of activity?
d
Industrial Equipmentsb

g 14%

’ 11%
ﬁ 10%

Automotiveb

Chemical

Services QS%

ﬁ?%
ﬁ?%

Transport and Logisticsb

Banking and insurance

Pharmaceutical ﬁﬁ%

5%
95%

Mechanical

Electronics

4%
ﬁ4%
94%
94%

Telecommunications

Construction

Electrical

Electricity

QB%
’3%

Wholesale and Retail Trade

Agriculture and Forestry

2%
2%

Mining and Quarrying

Household Appliances

© EIPM 2007 — All rights reserved Page 7



EIPM CSR SUIVEY — corporate level of maturity
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A large majority of companies involved in the survey include CSR in
their corporate objectives and have implemented a CSR program.

2. Has your company incorporated CSR in its corporate
policy/objectives ?
Nb % cit. 14%
Yes 90 71%
15%

No 19 15%
I In the process 18 14%
Total 127|  100% 71%

3. Has your company launched CSR program?
Nb % cit. 20%
Yes 76 60%
No 25 20%
In the process 25 20%| 20% 60%
H’otal 126 100%
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EIPM CSR SUIVEY — corporate level of maturity
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 Companies are mainly involved in overall International agreements

and association (Global Compact). Not really yet in CSR rating and
financial indices

5. Which are the CSR initiatives your company participatesin?
24%
Nb % obs.

International agreements and associations 55 43%

CSR Rating 23 18%

CSR Financial indices 21 17%

Other Initiatives 30 24%| 17%
Total 127

18%
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EIPM CSR SUIVEY — corporate level of maturity
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 Despite a real awareness, CSR is considered first as a mean for
protecting the corporate / brand image.

L e,

39. In your opinion, what are the real reasons that drove your organisation towards CSR?

Protect image/brand

Comply with regulations
Market positioning as a "green" product or service - strategic integration of CSR

Employees' motivation / pride in the company

Avoid financial consequences related to environmental or social irresponsibility

Meet final customer expectations - passive integration of CSR

Meet major customers' requirements

Improve efficiency and cost reduction

Attracting green or responsible investment funds

Others

Goodwill initiative and strong belief that CSR is the right thing to do 61%

72%
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EIPM CSR SUIVEY — corporate level of maturity
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 Who leads the CSR ? No standard solution, but a new corporate function is
emerging in many companies.

» Good opportunity for purchasing, leader for 18% of respondents.

13. Who is in charge of the CSR program in your company?

New corporate CSR function 35%

Purchasing department

HR department
Other
HSE department

Quality department

Marketing department
CSR "Champion”

Finance department

External consultants
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EIPM CSR SUIVEY — corporate level of maturity
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« Corporate indicators : Ahead: Indicators aligned with cost saving
and environmental impact. Purchasing indicators are embedded in
corporate dashboard for half of respondents.

15. Are there clear/measurable company objectives or indicators regarding CSR?

Power/energy consumption 61%
Waste reduction 60%
CO2 emission 55%
Employment/employee, social, minority related goals 53%

Recycling improvement 50%

< Supplier/purchasing related targets

Community, humanitarian or donation goals p 39%

Pollution reduction 36%

Cost reduction goals 31%

Regulation compliances 31%

Environmental goals (reforestation, cleaning of land...) 30%
Logistics, supply chain targets 22%
Specific green certification goals| ) 18%
Other | J) 2%
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Sum up part 1 - corporate level of maturity
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« CSR is nowadays largely considered as a fundamental of the
corporate governance

o Companies display their involvement in CSR mainly by the
commitment in overall International agreements and association
(Global Compact). But such agreements reflect a wide variety of

practices due to the absence of referential and external checking or
audits

 CSR implementation: Despite the emerging of a new corporate
function no traditional function is commonly owner of CSR. An
opportunity for purchasing ?
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EIPM CSR SUIVEY — Level of maturity in Purchasing

* Role of purchasing: Globally pro-active

19. What is the role of Purchasing Function during the implementation of CSR?

37%

Involved during the process CSR
At the origin of the CSR initiatives

Not at all involved

Source of information for the process of CSR

Consulted on the process of CSR

4

44. What approach does Purchasing take on adopting CSR?

Pro-active 7 —' 43%

’31%

Active

Follower ’24%

Do not think about it

2%
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EIPM CSR SUIVEY — Level of maturity in Purchasing
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« Usage of CSR metrics not yet a standard as driver for
purchasing management

20. Do you have CSR indicators for the Purchasing
function?
% Ci 24%
Nb Yo Cit. 36%

Yes 46 36%

No 50 39%
I In the process 31 24%
Total 127| 100% 39%
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EIPM CSR SUIVEY — Level of maturity in Purchasing
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Indicators: Focused on supplier compliance.
Low creativivity for new metrics

21. Which are your indicators? \

Nb % obs.
% of suppliers audited 32 25%
% of suppliers who have signed a charter 29 23%
% of non compliant suppliers 19 15%
Num. or % of buyers trained in CSR or code of conduct \ 16 13%
level of CO2 emission in the supply chain \ 13 10%
Num. or % of suppliers selected to support social or environmental initiatives \ 12 9%
Number of work accidents involving suppliers 11 9%
Number of projects related to CSR with internal impact (cost savings, recycling, and reduced 11 9%
consumption)
Direct or indirect savings due to greener solutions 10 8%
Other o]
Respect of payment terms 8 690
Number of accidents in the supplier premises 5 4%
Penalty payments due to non-compliance 4 3%
Number of projects with suppliers to improve CSR compliance 3 2%
Total 127
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EIPM CSR SUIVEY — Level of maturity in Purchasing
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Audit: Despite their maturity in supplier auditing, only 25% of
purchasing dep. perform CSR audits

30. Who audits suppliers?

Quality team 28%

Buyers
Internal auditors
External auditors (3rd Party)

Specifically hired experts

Others
Joint supplier's audits with other market players
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EIPM CSR SUIVEY — Level of maturity in Purchasing
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Audit : “Rate of Suppliers audited” ticked as the most
frequently used indicator...In reality only few suppliers
screened

28. What percentage of your suppliers have been audited on CSR

criterias?
Nb % cit. 13%
<10% 24 51% 6%
<30% 8 17% 4%
<50% 4 9%
<70% 2 4% 51%
>90% 3 6% 9%
I don't know 6 13%
Total 47 100%
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EIPM CSR SUIVEY — Level of maturity in Purchasing
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Audit: Companies are internally focused on environmental
criteria but checked mainly supplier’s social issues

27. What sort of audits are those?

d

Safety and Health of employees' ’36%
Social (in terms of employment, minimum wages, working hours...) ’35%
Environmental regulations ’32%
Audits of second tier suppliers 12%
Community support (development programmes, donation...etc) 9%
CO2 emissions 8%
Other| J) 2%
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EIPM CSR SUIVEY — Level of maturity in Purchasing
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Audit: External auditors for fairness and workload reasons.
But the supplier auditing remains a core process most of time.

32. Why do you use external auditors?
Nb % obs.
Secure neutral opinion to suppliers and to our company 13 10% 3%
Internal resource limitation (w e w ould like to do it but no resources available) 10 8%
Others 5 4%
Lack of competence of internal resources 5 4%
Cost efficiency (it is cheaper using a 3rd party) 4 3%
Transferring the responsibility to a 3rd party in case of problems w ith suppliers 0 0% 8%
34. Why do you do it internally?
Nb % obs.
It should be part of our job and core competence 29 23% 2%
Itis a .goo.d opportunity to better know the supplier in terms of its cost structure or 21 17%
organisation
It is part of the relationship management process 31 24%
To have full control of the process (risk or/and lack of trust on 3rd parties) 19 15%
Other 3 2%
Total 127
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EIPM CSR SUIVEY — Level of maturity in Purchasing
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CSR Audit : Deployment of specific trainings, not yet a

Standard 36. Have you provided specific training on CSR auditing to the

auditors?

19%

Nb % cit.

Yes

28

58%

No

11

23%

I It is planned for the future

9

19%)] 530

Total

48

100%

58%

Code of conduct : A standard, but how about CSR items ?

23. Does your purchasing organisation have a code of

conduct?
Nb % cit.
Yes 101 80%
No 16 13%
+ In the process 10 8%
Total 127 100%

8%
13%

80%
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EIPM CSR SUIVEY — Level of maturity in Purchasing
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CSR implementation looks like a steeple chase : a collection of

obstacles

40. What are the main obstacles your company faces to fully implementing CSR in purchasing?

Please rank your selection, by starting from the most relevant

Lack of clear objectives on CSR for purchasing

Lack of resources with expertise

Lack of clear objectives on CSR for the company

Lack of standard referentials for CSR in purchasing

Lack of adapted metrics

Lack of tools

Lack of active management support

Lack of competence and expertise in the CSR in the company/Purchasing

Lack of staff involvement

No major difficulties

Misalignment with company objectives and purchasing

Lack of budge L

47%
47%
45%
43%
42%
42%
41%
40%
32%
31%
31%
28%

/
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Sum up part 2 = Level of maturity in Purchasing
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The purchasing function is really aware and rather proactive in
CSR...But...

« Purchasing directors are facing with lack of dedicated competencies,
referential and tools

 The adoption of standard and specific CSR indicators is not yet a frequent
practice for the purchasing governance

» Despite their maturity in supplier auditing, only 25% of
|fo_urchasing dep. perform CSR audits themselves. Few audits beyond the
irst tier

» Code of conduct is now a standard document in the majority of company
but what about the content regarding equity for suppliers and link between
day to day work and corporate CSR advert?
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EIPM CSR survey - your opinion
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Opportunities for success : Mix of need in skills improvement
and a “user guide”

37. What are the specific skills or characteristics you think necessary to successfully implement
CSR in Purchasing?

Integrating clear/measurable CSR objectives into traditional buyer's objectives '81%

<Understanding of the social aspects of CSR applied to a supplier

Understanding of the environmental impacts of a manufacturing company 59%
Risk analysis skillsl_'Sl%
Understanding of the norms and regulations on CSR 48%
Total cost of ownership analysis skills 46%
Marketing awareness of CSR impact on customer's behaviour I_'35%
Social auditing skillsE3S%
Environmental auditing skills 31%
Be sensitive to environmental aspects 29%
Be sensitive to social aspects 29%
Awareness of how to deal with media implication of CSR issues with suppliers 20%
Legal knowledge 20%
Understanding of NGO's drivers and operation modes 9%
Other ) 2%

No specific skills are required 2%

A e
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EIPM CSR survey - your opinion

45. CSR had led your company to:

© EIPM

Nb % obs.
Modify your criteria for selecting suppliers 70 55%
Negotiate your contracts to include CSR clauses (eg : work conditions and environmental risks) 67 53%
Realise " GREEN " Purchasing processes, products and services (support community trade, recycling,
support of eco-friendly brands, certified products, eco-designed) 49 39%
Purchase new services (recycling of waste, auditing service) 45 35%
Change in technology (more eco- friendly) 43 34%
Influence design and specifications to bring the CSR impact to the company 40 31%
Il Increase internal visibility and exp@ 33 26%
Modify KPI's to fit CSR requirements 32 25%
Motivate my purchasing organisation 32 25%
Improve relationship with suppliers 31 24%
Develop new KPI's to measure buyer's performance in CSR 28 22%
Create a process/organisation where employees can provide feedback about any non respect of the 27 21%
company's code of conduct
Provide technical supportto suppliers to meet CSR requirements 26 20%
Create a process/organisation where suppliers can provide feedback about any breach of the company's 21 17%
code of conduct
Change negotiation behaviour in terms of fairness or supplier respect 20 16%
Modify your logistics providers (rail or sea transport to substitute road transport, ) 17 13%
Use local or small suppliers to promote development of the community they belong 15 12%
Improve reverse marketing - Have a better knowledge of products and innovative technologies 14 11%
Reach savings which were notinitially foreseen 11 9%
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EIPM CSR survey - your opinion
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In spite of difficulties, positive aspects overtake largely the
constraints

42. What does CSR in Purchasing mean to you?

A sense of responsability & consciousness 88%

46%
42%

A way of overcoming supplier risks

An opportunity to re-think & change the production process

An opportunity for purchasing to increase internal visibility

Contr
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EIPM CSR survey - outlook
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CSR, an opportunity for the Purchasing function:

*No one but Purchasing can influence quickly the market by selecting
compliant suppliers.

*The part of corporate turnover handled by purchasing can be certified
“green” quicker than the internal one.
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are clearly competencies within the purchasing scope.

*By their overall vision of upstream market, best practices, their network,
purchasing directors should be able to influence corporate decisions.
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