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The EIPM’s Workshop Concept

* Provide a forum to exchange experiences,
thoughts and challenges faced by the
Purchasing Community

o Set the scene for further developments to meet
the Purchasing Community needs:

— Conferences

— Frameworks and tools
— Training

— White papers
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Expectations for this workshop
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 What Purchasing is doing about CSR?
 How to manage CSR initiatives in Purchasing?

 How companies manage the risks on CSR with
suppliers?

e How to “value” CSR initiatives?

 What are the skills required to incorporate CSR
Into Purchasing?

 What are the challenges companies are facing
In this area?
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Our journey...
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Definition
D

ovalonmaont - QD
CVCIUPITICTIIL - OU

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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Definition
Corporate Social Responsibility - CSR
TR T T A

CSR is the implementation of SD in companies

“CSR Is defined as a concept whereby companies
Integrate social and environmental concerns in
their business operations and in their interaction with
their stakeholders on a voluntary basis, as they are
Increasingly aware that responsible behavior leads to
sustainable business success.

EU Green Paper on CSR
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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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Introduction what CEQO’s think about CSR

Source: McKinsey survey 2007 of 391 CEO’s whose companies participat in the UN Global Compact
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 «...90% of companies are doing more than they did five years ago to
incorporate environmental, social, and governance issues into their
core strategies... »

* « ...while pressure from employees, consumers, and other
stakeholders plays an important part in this trend, some CEOs see
the new demands as opportunities to gain a competitive advantage
and to address global problems at the same time. »

 « CEOs observed that satisfying the shareholders is no longer good
enough: consumers will punish companies that don’t fulfill their public
responsibilities, causing their market shares to decline. Socially
irresponsible business practices could also make it harder for
companies to attract and retain talented people. »
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...and about Supply Chain and Purchasing...

LY ST T e
« they also understand... the challenges that include the difficulty of
managing supply chains across countries with different regulations

and norms for corporate social responsibility »

% of respondents who agree completeky

Which of the following activities should your comparny
companiss should do implement to address envivonmental, social, and
B What respondents sy their governance issues as part of its core business strategy?

companies aciually do Performance gap. %

B What respandents say their

tully embed theze issues imto strategy and

operations {eg, gowernment affairs, m 7z 22

communications, HA, product development)

Hawve the board, as part of its risk-managemant B
and fiduciary responsibilities, discuss and act on m 24

thesa issues

Engage in industry collaborations and/or 56
multistakeholder partnerships to address m 13

development goals

Fully embed these issuss into strategies and ES

oparations of subsidiarias (eg, into country-level m 27
business planning)

Embed these issues into investor relations strategy

by incorporating them into discuszions with m a1 20

mainstream financial analysts
Embed these issues into global supply chain L] 2
management 27

Source: Feb 2007 MoeKinsey survey ol 391 CEOs whose compamies partwapate i UN Global Compact
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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 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%

From the McKinsey survey — « fewer than one-fifth of the CEOs we surveyed
believe that financial markets account for the way a company approaches
environmental, social, and governance issues when they value it »
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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 means for
protecting the corporate / brand image.

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

Protect image/brand 2%

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

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
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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
e e

« Corporate indicators : 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| ~ PN

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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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

|y TWNTE T o LSS LN
« Although Purchasing is actively involved 50% does not
have CSR indicators in place for Purchasing

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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I\/Iost used |nd|cators are related to supplier audits
and charter signature... process rather than results

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 9 07—
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

Supplier audit is the most used indicator yet only few
suppliers have been audited

28. What percentage of your suppliers have been audited on CSR
criterias?
Nb % cit. 13%

<10% 24 51% 6%

<30% 8 17%| 404

<50% 4 9%

<70% 2 4%

.y 51%

>90% 3 6% °

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: only 25% of purchasing dep. perform CSR audits

i o s T |
-

30. Who audits suppliers?

Quality team
Buyers
Internal auditors

External auditors (3rd Party)
Specifically hired experts
Others
Joint supplier's audits with other market players

28%

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

auditors?
Nb % cit.
Yes 28 58%
No 11 23%
I It is planned for the future 9 19%
Total 48 100%

19%

58%
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EIPM CSR SUIVEY — Level of maturity in Purchasing
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For the ~20% of audits conducted by external resources, the
reason is for neutrality and lack of internal resources

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%

Yet the supplier auditing remains a core process most of time.

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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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
I\ s e

CSR implementation looks like 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 b

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

/
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EIPM CSR SUIVEY — Level of maturity in Purchasing

Code of conduct is largely adopted in Purchasing

23. Does your purchasing organisation have a code of conduct?

Nb | % cit. . g%
Yes 101 80%
No 16| 13%
[l in the process 10 8%
Total 127; 100%

But only half of the companies have trained the buyers on
the Code of Conduct

24. Has your company provided buyers with training sessions or seminars on the code of conduct?

Nb | % cit. 17%
Yes 53 53%
No 30 30%
[l n the process 17 17% 55%
0,
Total 100 100% 30%
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SU m u p = Level of maturity in Purchasing
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The purchasing function is rather proactive in CSR...but...

— Purchasing directors are facing a lack of dedicated competencies,
referential and tools

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

— Only 25% of purchasing dep. perform CSR audits themselves although
IS considered as part of the job.
But what about the competences of buyers to make social and
environmental audits?

— How far shall the audit go down the supply chain? Today not too far!
— Code of conduct is now a standard document in the majority of

companies but do they really “walk the talk” ?
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EIPM CSR survey - your opinion
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Major changes are process related to supplier selection and negotiation

 For 50% of the cases CSR led to Green projects... which are not reflected in the
Purchasing CSR related KPI's

 Only 25% believes it provided more visibility for Purchasing and developed the

supplier relationship
45. CSR had led your company to:

il] % obs.
Modify your criteria for selecting suppliers 70 55%
Megotiate your contracts to include CS5R clauses (eq work conditions and environm ental risks) &7 53%
<%E'a1ﬁa"/GR?r_al"P urchasing processes, products and a_em‘l:ea {support community rade, recycling, 49 297
slpport of eco-fiendly brands , cerified products, eco-designed)
Furchase new sendces (recyling Efwaste, auditing serice) - 45 35%
Change in technology (more eco- friendly) 43 34%
Influence design and s pecifications to bring the CSR im pactto the com pany 40 31%
—|Increas e internal wisihility and exposure 33 s
Modify KPI's to fit C5R requirements 32 25%
Motivate mypurchasing organisation 32 25%
—_[Improve relationship with suppliers 31 i
Develop new KPI's tomeasure buser's performance in CSHE 28 22%
Create a process/organisation where employees can provide feedback about any non respect of the 27 219
company's code of conduct
Provide technical supportto suppliers to meet CSRE requirem ents 26 20%
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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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CSR and Purchasing
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 CSR is definitely part of the business
environment... many companies they have
done it but not necessarily named it!

« CSR and Purchasing cannot be separated

* Purchasing has a major opportunity to take the
lead and increase visiblility
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Let’s start our journey towards
CSR and Purchasing...
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