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Executive Summary

Inteligent procurement is emerging as a pivotal driver of sustainabilty within moder business frameworks. This
whitepaper focuses on the imperative for businesses to embrace i trategies. It
navigates through the challenges, highlighting the crucial need for enhanced intelligence and data insights to bridge
existing gaps.

Introduction

As pressure mounts to cut emissions and prioritize climate action, i face complex

Reports like the IPCC's emphasize the need for quick action, highlighting procurement's crucial
role.

This urgency, echoed by the 28th United Nations Climate Change Conference, stresses the immediate need to reduce
emissions swiftly. Procurement stands out as the key tool, enabling organizations to actively reduce supply chain emissions
in line with societal expectations and regulatory demands.

To thrive in a changing landscape, business leaders must adopt sustainability goals aligned with the Science Based Targets
initiative (SBTi). This approach involves holistic assessment, data tracking, and strategic planning, forming the foundation of
a robust sustainability strategy.

SBTi provides a framework for setting emissions reduction targets that align with scientific guidelines,
such as limiting global warming to 1.5°C.

This paper underscores the pivotal role of enriched analytics and i in i to
science-aligned sustainabilit transformation across intricate supply chains in the forthcoming decade. It emphasizes the
significance of several key factors, including supplier ratings, due diligence, economic data, and commodity prices. These
elements facilitate the of transformation within complex supply chain models.

Key Challenges in Intelligent Procurement

In the landscape of manufacturing, the pursuit of emissions reduction and sustainable practices faces intricate challenges,
amplified by the complexities within supply chain dynamics. Notably, these challenges span various domains,
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Challenges Previous Approach

Recent Al-Driven Approach

Complexity of Managing Manual risk identification and

Cradle-to-Gate Risks management Early identification of risk

Limited information in

Need for D;
e traditional procurement

Ability to analyse large datasets at

Insights accelerated speed
9 strategies. P
Challenges in Visibility Manual contextualization of Advanced analytical tools for deeper
and Contextualization supplier data contextualization
Inaccurate emissions data Tech enables tools for monitoring
Assessment Limitations N
hindering precise evaluations emissions and supplier selection

Traditional understanding of
regulations and competitive
dynamics

Regulation and
Competition Blind Spots

Real-time regulatory tracking and
competitor analysis

1 Complexity of Managing Cradle-to-Gate Risks

One primary challenge lies in managing cradle-to-gate risks. U and mitigating the environmental and
social impacts throughout a product's lifecycle - from raw material extraction to disposal - is intricate. The vast network of
suppliers and sub-suppliers involved introduces potential risks that need i and to

align with sustainability goals.

2 Urgent Need for Data and Insights

these data and insights. Traditional procurement strategies often lack
the depth of information required for informed decisions.

Recent data from the Carbon Disclosure Project (CDP) found that procurement spending potentially
linked to deforestation impacts amounted to $5.9 Trillion.
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This figure underscores the critical necessity for detailed supplier data ing practices,
and social responsibility commitments throughout the supply chain.

Amidst the of , a critical challenge persists in the limited visibility of lower-tier suppliers
within the supply chain. This restriction inhibits a comprehensive grasp of a product's complete environmental and sociel
impact, presenting hurdles in aligning with stringent i . Moreover, izing supplier data poses

a formidable challenge, demanding sophisticated analytical tools.

Analyzing how each supplier's practices ibute to the i inability profile requires a nuanced approach,

which s currently hindered. Addressing these complexities mandates advanced data-driven solutions to unravel the
ing a deeper ion of suppliers' roles in fostering i the

process.

3 Challenges in Visibility and Contextualization

Amidst the ives of , a critical challenge persists in the limited visibility of lower-tier suppliers
within the supply chain. This restriction inhibits a comprehensive grasp of a product's complete environmental and social
impact, presenting hurdles in aligning with stringent i . Moreover, izing supplier data poses

a formidable challenge, demanding sophisticated analytical tools.

Analyzing how each supplier's practices ibute to the i ility profile requires a nuanced approach,

which s currently hindered. Addressing these complexities mandates advanced data-driven solutions to unravel the
ing a deeper ion of suppliers' roles in fostering inabil the

process.

4 Assessment Limitations

Target Setting

Uncertainties in reported emissions hinder the
establishment of realistic sustainability targets
crucial for aligning procurement practices.

Criticality of Accurate Supplier Emissions
Assessment:

Accurately assessing supplier emissions
stands as a cornerstone in sustainable
procurement.

Transparency Hinging on Accurate Reporting

Procurement transparency relies on precise
emissions reporting, yet incomplete or inaccurate
Challengss in Reportsd Emisslons Data data constrains informed decision-making.
Hindrances in reported emissions data pose
obstacles to precise evaluations, potentially
impacting the selection of environmentally
responsible suppliers.
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Challenges in emissions assessment extend beyond individual products to encompass the footprints of larger corporations

across various sectors. Major tech giants like SAP, IBM, and Google, alongside manufacturing giants like Volkswagen,
in disclosed raising concerns about the true extent of their

ExxonMobil, and Boeing, exhibit
environmental impact

A 2023 report by the Carbon Disclosure Project (CDP) found that only 20% of the world's largest
corporations adequately disclosed their Scope 3 emissions (indirect emissions from supply chains and
product use).

Similarly, evaluating emissions linked to industrial processes and supply chains often excludes significant portions, painting
an picture of their tal footprints. A 2022 study by the World Resources Institute (WRI) found that

current accounting methods underestimate the true climate impact of the manufacturing industry by up to 40%.

5 Regulation and Competition Blind Spots

- Navigating Regulatory Challenges

In the pose

Specific Focus.

Ambiguity

58% of companies struggle with Only 40% of EU member
interpreting and complying with states address all
sustainability pillars in their

procurement regulations due to
procurement policies.

unclear language.

WBCSD Survey The European Commission's
2023 Report

Data Limitations Admin Burden

Mere 38% of global companies
report on their Scope 3
emissions, indicating a lack of. e
comprehensive data for ° . N

nt regulations
sustainability assessments.

The Carbon Disclosure.
Project
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« Competitor Blind Spots

unveils opportunities for strategic advantage.

Consumer Demand

Nielsen's survey reflects that 66% of global consumers are willing to pay more for sustainable products,
signaling a substantial market demand

Stakeholder Engagement

The Business Benchmark on Farm Animal Welfare reveals a significant gap in stakeholder
engagement, with only 15% of major food companies setting targets for animal welfare
improvements

Competitor

Blind Spots ——=& Innovation Gap

The World Economic Forum's study identifies a $380 billion annual investment gap in clean
technologies, pointing to innovation opportunities in procurement solutions.

N\ Economic Benefits

McKinsey & Company estimates a $3.8 trillion annual global benefit by 2030 from transitioning
to a circular economy.

hY

Risk of

TerraChoice's report raises concerns, indicating that 90% of
the risks

claims lack
with false claims.
These statistics paint a complex for the need for to navigate
challenges and leverage opportunities
Understanding these dynamics allows to position in the evolving world of sustainable
procurement, aligning with market demands and ethical practices.
these demands a approach analytics, i
technologies like Al and machine learning, robust data-sharing frameworks among supply chain partners,
and a shift towards. ive and supplier are essential

These strategies are pivotal in bridging the sustainability intelligence gap, fostering a more sustainable and resilient supply
chain ecosystem.
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Strategic Solutions for Sustainable Procurement

Optimizing Sustainable Procurement Through Closed Loop Spend Management (CLSM)

In within

ing, the adoption of Closed Loop Spend Management (CLSM) represents a
significant stride. Beyond cost optimization, CLSM is a methodology designed to infuse operational agility and resillence while

revolutionizing supply chain and procurement processes.

CLSM is to deliver

benchmarks by fourfold. It achieves this through a focus on cost

typical industry

digital and sourcing practices. Its

core pend i work methods, and
ing founded on a six-step approach

In the realm of within Closed Loop

Spend Management (CLSM) emerges as a powerful approach. It's not
merely about cost optimization; it's a methodology geared toward infusing
agility and resilience into operations while transforming supply chain and
procurement processes.

Key Points for Manufacturers

CLSM Focus: Sustainable Spend Core spend data with and
Analytics societal impact factors

Analyzing Spend: Environmental Links every dollar spent to its environmental impact, aiding in
Footprint understanding procurement effects.

Spend Data & ESG Integrates spend data with ESG impact factors, facilitating insights
Factors into environmental impacts.

Insight Scope: Procurement Enables understanding of environmental footprints related to
Categories procurement categories and suppliers.
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In practical terms for manufacturers, the cornerstone of CLSM lies in Sustainable Spend Analytics. This core methodology
seamlessly integrates spend data with environmental and societal impact factors. It illuminates the environmental footprint of
every dollar spent, shedding light on procurement's direct impact.

This analysis involves mapping spend to Social, and Governance (ESG) impact
factors, utilizing Environmentally Extended Input-Output Tables (EEIOs). The multiplication of these values enables
to estimate the footprint with goods or services, offering visibility into the

primary impact drivers. Empowered by this analysis, category managers and sustainability leads gain insights into the
emissions footprint within their purview. This understanding allows for strategic supplier engagement, the establishment of
category-level targets, and the seamless i of into enterprise resource planning.

For manufacturing entities, this spend-based approach serves as an essential starting point to identify ESG hotspots and
actively engage in responsible procurement practices. Moreover, as organizations progress, the integration of ESG factor
databases and supplier-specific methods refines emission calculations, ensuring a more accurate reflection of the
environmental impact.

Plugging Blind Spots With External Intelligence

While sustainable spend analytics form a crucial foundation, addressing blind spots within procurement requires a broader
scope of external intelligence.

« Tracking Regulatory and Reputational Risks

External intelligence plays a pivotal role in staying ahead of evolving regulator and ing against
risks. Moni shifts in and their impact on procurement practices is essential to
ensure compliance and mitigate potential risks to the business's reputation

« Monitoring Competitor Sourcing Trends
Understanding how competitors navigate their sourcing strategies is a key element in sustaining a competitive edge
External intelligence empowers businesses to track and analyze competitor sourcing trends, providing insights that inform
and refine their own procurement approaches.

« Scouting Sustainability Solutions

Market intelligence for sustainability solutions is surging, empowering businesses to;

O Stay ahead of the curve: Identify and adopt cutting-edge green materials, and before
competitors.

Expand procurement horizons: Move beyond sustainable spend analytics to incorporate external trends,
regulations, and innovations for a holistic approach.

@ Address blind spots: Navigate the evolving sustainability landscape, mitigating regulatory risks, competitive
threats, and missed opportunities for innovation.
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A. Key Market Trends:

Rise of circular economy: Focus on resource regeneration,
waste reduction, and closed-loop systems.

Bio-based materials: Replacing traditional materials with
renewable, plant-derived alternatives for reduced environmental
impact.

Decarbonization technologies: Adoption of renewable energy
sources, carbon capture, and offsetting strategies.

1|

Key Market
Trends

Supply chain transparency: Increasing demand for ethical
sourcing and traceability throughout the value chain.

Data-driven sustainability: Leveraging Al and analytics to
optimize resource use, track progress, and identify new
opportunities.

B. Impact on Procurement Strategies

1. Shift from cost-centric to value-driven

Prioritize and social alongside economic factors

2. Collaboration with sustainability leaders

Partner with innovative suppliers and startups to access cutting-edge solutions.

3. Investing in talent and training

Equip procurement teams with expertise in evaluating and negotiating sustainable solutions.

4. Dynamic risk management

Proactively assess and mitigate regulatory, reputational, and physical risks associated with sustainability practices.
5. Continuous improvement

Foster a culture of adaptation and learning to stay ahead of the evolving sustainability landscape
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Activating Change Through Advanced Analytics

As we delve deeper into transforming procurement strategies, advanced analytics becomes the linchpin for proactive
change.

« Leveraging Insights for Mitigation and Adaptation
Powerful analytical data provides the insights needed to strike a balance between mitigating environmental impacts and

adapting to evolving sustainability challenges. Leveraging these insights enables businesses to tailor strategies that both
reduce their carbon footprint and adapt to changing environmental landscapes.

« Integration of Sustainability Criteria

Embedding sustainability criteria into supplier selection is critical. Acti analytics and acti insights
allow businesses to prioritize suppliers aligned with stringent ili ensuring that envi and social
ility are core considerations in pi decisions

« Embedding Emissions Tracking in KPIs

Emissions tracking must become an integral part of Key Performance Indicators (KPIs). Advanced intelligence facilitates the
incorporation of emissions tracking and reduction targets into measurable KPIs, aligning business goals with sustainable
outcomes.

Transiti from external this phase focuses on utilizing insights gleaned from various sources to drive
proactive changes. By integrating sustainability criteria into supplier selection and making emissions tracking a part of
measurable KPIs, businesses can tangibly align their pi strategies with
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STATXO’s Way Forward

Enhanced Intelligence for Progress

As businesses navigate the complex of , the synergy between analytics and external
intelligence emerges as pivotal. Its not merely about data; it's about leveraging insights derived from comprehensive internal
and external sources to drive progress in p trategies. At STATXO, we recognize the transformative
power of i dri ining Al-driven analytics with real-ime external insights. This synergy

empowers businesses to make informed decisions, optimize costs, and derive significant value from their supply chain
operations.

Continuous Learning and Improvement

Sustainability in procurement isn't a static goal but a dynamic journey. Continuous learning and a closed-loop improvement
approach are At STATXO, we ize the signifi of ongoing learning to adapt to evolving sustainability
challenges. This iterative approach ensures that procurement strategies evolve, refine, and align with the changing demands
of environmental responsibility. It's not just about making improvements; it's about fostering a culture of constant evolution
and adaptation in sustainable procurement practices.

Conclusion
In ion, the path to is i by the intelligent application of data and insights. By
intelligent p trategi i can navigate the ities of supply chain ions while

fostering environmental responsibility.

STATXO is committed to being a partner on this journey, offering tailored solutions that harness the power of intelligence,
technology, and analytics to drive sustainable procurement practices.
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