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Sustainable sourcing is tightly connected to ESG (Environmental, Social, and Governance), and these factors are getting more and more attention these days – both from an internal as well as an external perspective. By considering ESG factors in sourcing decisions, organizations can mitigate risks, improve their reputation and build more sustainable and resilient supply chains. Additionally, consumers are increasingly interested in buying from companies that prioritize ESG, so considering ESG in sourcing decisions can also be beneficial from a marketing and sales perspective. We will in this episode walk you through why ESG matters and how you can get started with a sustainable sourcing program in your company.
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My name is Jon Nordsletten, I am a Business Advisor Source-to-Pay within the Cross-sell team in Medius.Today I will talk about how to get started with a sustainable sourcing program.
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The agenda is structured thorugh the following headlines:What is ESG Why does it matterThen I will tie this into what sustainable sourcing isAnd How can you get started with a sustainable sourcing programBefore touching on how Medius clients can incorporate sustainability in their sourcing processes
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So what is actually ESGTrue ESG is consistent with the overall company strategy and improves and expands its business modelThe Environmental aspects  - addresses the company’s impact on the physical environment as well as the risk of a company and its supplier/ partners from climate events + examples.The Social element - Addresses social impact and associated risk from societal actions, for employees, customers, and the communities where it operates + examples.The Governance factors - Addresses timing and quality of decision making, governance structure in place, and the distribution of rights and responsibilities across different stakeholder groups, in service of positive soceital impact and risk mitigation + examples.
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After stating what ESG is, it’s quite obvious that it matters to us all – your  company and the public at largeESG matters becauseHolistically the planet needs our focus and actions to survive.There are a number of regulations in place and more coming from the EU, UN and local governments that your company will need to comply to. It can be a way to mitigigate different risk elements and can be benficial from a marketing, sales and operational perspective.There is still a way to og for many companies:      although most large companies have ESG programs in place – 96% of the 250 largest companies in the world (KPMG, 2022)      Smaller companies still have a way to go or even get started – 29% has nothing in place (study by Tech Target’s Enterprise Strategy Group, 2022)
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What is sustainable sourcing?Sustainable sourcing, also called sustainable procurement, is the practice of buying materials, goods and services from suppliers who operate using environmental, social and economic best practices.Generally speaking, sustainable sourcing helps organizations influence positive change by awarding contracts to businesses that are good stewards. The focus on procurement sustainability is relatively new, starting around the 1990s when the idea of corporate social responsibility (CSR) first gained traction. At first, businesses mostly focused on their own direct impact on sustainability. However, through the decades, the scope of sustainability has expanded and is measured on dozens of factors. Now, organizations explore the sustainability of vendors, contractors, suppliers and so on — all the way down to the source component parts of everyday goods.3 types of sustainability in sourcing and procurementEnvironmental sustainabilityWhen you think of sustainability, you likely think of the environment. In procurement, environmental sustainability considers factors like the use of natural resources, pollutants, animal habitats and land. Social sustainabilityFair wages and the safety of the workplace are elements considered in social sustainability. Essentially, social sustainability is measured by the positive or negative impact an organization have on people and communities.Economic sustainabilityAt the end of the day, one of procurement’s core tenants is, and always has been, economic sustainability. However, when applied to sustainable sourcing, it means that businesses seek out suppliers that follow economic and social best practices while still delivering a strong return on investment (ROI).
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So what are the benfits of sustainable souricng? It includes elements like:Securing compliance to all relevant regulationsIt can improve your brand and reputation, which can increase your sales and revenues.Through improved visibility in your supply chain it can mitigate risk elements, and contribute to positive changes in your supplier base.Your company can also be more attractive when recruiting employees, and get postive awareness and recognition in your local communities.
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So what are the benfits of sustainable souricng? It includes elements like:Securing compliance to all relevant regulationsIt can improve your brand and reputation, which can increase your sales and revenues.Through improved visibility in your supply chain it can mitigate risk elements, and contribute to positive changes in your supplier base.Your company can also be more attractive when recruiting employees, and get postive awareness and recognition in your local communities.
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Now that we have gone thru what sustainable sourcing is and it’s benefits, how can you get started with a sustainable sourcing program?You should envolve top management and align your sustainability goals with the overall business strategy.You should set specific goals and measure progress over time.An important part of the program is how you involve and engage with your incumbent suppliers.You should include sustainability to your sourcing events and evaluation criterias.And inform your business network of your sustainability initiatives.
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Relevant Sourcing sustainabilty questions in your supplier engagements can be;General questions like…..Environmental questions like…..Societal questions like…..Economical questions like….
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Medius clients and customers can take advantage of sustainability aspects in varoius ways:What you see here is the Medius Spend Management Suite with the different modules:In sourcing by including sustainability questionnaires in their RFX processes and when evaluationg the different suppliers and their proposals.But sustainability aspects and documentation will also be part of:The overall evaluation of the suppliers and the documentation you keep in the supplier profile…Sustainability can be part of the the contract documentation, and…When placing the daily purchase orders to suppliers the relevant sustainability factors are taken care of earlier in the Source-to-Pay process…
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The general sourcing process flow contains steps likePlanning and creating your sourcing events – be it a RFI, RFP, Quick Quote or e-Auction. The point here is that the ESG and sustainability factors are in integral part of your sourcing process.Suppliers respond to the the different events by electronically sending in their proposalsAnd you evaluate and award the best offer including sustainability considerations.Suppliers are onboarded and supplier profiles takes into account the sustainability issues And the contracts are automatically created and made available for the daily purchases…
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The point here is that you can Include ESG and sustainability aspects in your RFX-, supplier onboarding- and  contract management processesWithin sourcing you see here an example of environmental questions the suppliers must respond to in a specific sourcing event.
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Another example from Supplier Management where you capture Health Quality and Safety information when onboarding a new supplier..



In c lu d e  ESG a n d  s u s ta in a b ility  a s p e c ts  in
yo u r RFX- , o n b o a rd in g - a n d   c o n t ra c t  
m a n a g e m e n t  p ro c e s s e s

Su p p lie r Co n tra c ts  – ESG a n d  s u s t a in a b ilit y  p a rt  o f c o n t ra c t  d o c u m e n t a t io n

Foredragsholdernotater
Presentasjonsnotater
And finally an example where ESG and sustainability compliance documentation is part of a supplier contract.
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3 take aways for sustainable sourcing:ESG and sustainable sourcing compliance matters to your company, communities in which you operate and the world in large.There are several benefits for your comapny to exploreAnd if you don’t have a sustainable sourcing program in place, get strated today and involve your top management to get it going.



© Co p yrig h t  Me d iu s . All rig h ts  re s e rve d .

Foredragsholdernotater
Presentasjonsnotater
Thank you for listening in!
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