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Context of the work

Since the Procurement Initiative began researching the procurement and supply chain environment in 2021, the challenges in
orchestrating global supply chains have increased significantly: the past years have seen an influx of inflation, risk, and
sustainability-related concerns.

While businesses and the media now acknowledge the importance of supply chain management, there is still much work to be done
to move the strategically relevant and pressing issues in procurement from the periphery into the spotlight.

With our Q1/2023 Pulse Check, we aim to gauge the current sentiment within the procurement and supply chain environment,
focusing specifically on sustainability and the implementation of the German Supply Chain Act. With 148 surveyed experts across
C-level, managerial, and professional positions, this report provides a comprehensive overview of the current state in procurement.

This report presents The Procurement Initiative's findings, reflecting on the challenges facing procurement and supply chain
managers, and highlighting best practices. We want to extend our heartfelt gratitude to all those who contributed to our survey.
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Procurement Initiative Pulse Check Q1/2023 | Key takeaways (1/2)

Survey participants
(19 Role and industry distribution

148 procurement and supply chain experts participated
in our Q1/2023 Pulse Check

» 96 managers, 43 C-level executives, 9 professionals

* Top 3 industries: Industrials, Healthcare, FMCG

m 8 Supply chain sentiment,
LT 9% of respondents

*» 57% of respondents have a rather positive to very
positive outlook regarding the stability of supply chains
in 2023

® Sourcing Priority,
Average % points (out of 100) per objective

= Sourcing priorities shift from building resilience to
generating cost savings (30% importance)

‘ TX, Inflation drivers,

Average share based on 7-point Likert scale (%)

» According to our survey panel, 37% of inflation is driven
by a cost push based predominantly induced by labor
shortages and further nominal wage grow

ol Inflation expectations,
Average increase in purchasing prices (%)

* For 2023, respondents expect an average increase in
purchase prices of 4.1%

= 50% of respondents expect inflation between 2.5 - 8%

* Lower-than-expected energy prices push down inflation

-+~ - Supply chain risks,

Q. % of respondents

= Among the top supply chain risks rank unpredictable
demand & supply (65%), recruiting and retaining highly
skilled people (57%), and geopolitical risks (54 %)
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@ Sustainability ambition level,
% of respondents

S54% of companies indicate a low level of sustainability
commitment.

» 17% of companies only have a green surface, 37% only
dedicate a product line to sustainability

ﬁ Sustainability tools,
# of respondents (n=148)

* Most companies use ecovadis (n=60) to ensure
sustainability standards and requirements
» The void: 22 companies use no software at all

Technological roadblocks for sustainability,
% of respondents

*= Tracking and monitoring sustainability performance
(57%) and a lack of data standardization (56%) create
roadblocks to implement tools and technology

@ Sustainability benefits as a result of technology,
% of respondents

* Improved compliance with sustainability regulation
(66%), reduced carbon footprint (65%), and improved
SC transparency (60%) represent common benefits

6% SCDDA: Implementation of due diligence obligations,
% of respondents

For most companies, due diligence obligations are not
fulfilled. Only 44% of companies have defined internal
responsibilities and only 35% implement due diligence
obligations at indirect suppliers

®; SCDDA:Implementation of concrete practices,
%(9 % of respondents

* The current state of practices calls for urgent action in
various fields such as supplier sustainability trainings
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148 participants from the procurement and supply chain environment
completed our Q1/2023 Pulse Check

OVERVIEW

Role within the company, # of respondents (n=148)

Q6

Q

Manager C-Level / Executive Professional

Question: “What is your role in the procurement/supply chain environment?”
Source: Procurement Initiative Pulse Check Q1/2023, Feb 15 — Mar 01, 2023 5
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Our Q1/2023 Pulse Check provides a comprehensive industry analysis with

representative findings for a variety of sectors
'OVERVIEW

Share of industries, % of respondents (n=148)

B Industrials: Aerospace, Construction & Engineering, Transportation, etc
Healthcare: Life Sciences, Pharmaceuticals, etc.
Fast moving consumer goods

Bl Materials: Chemicals, construction, metals & mining, etc.

B Energy: Oil & Gas, energy equipment, etc.
Information Technology; Software, Technology, Semiconductors, etc.
Automotive industry
Consumer services: Hotel, retailer, etc.
Financials: Banks, Insurances, etc.

Communication: Telecommunication, Mediaq, etc.

Question: “Which industry does your company operate in?”
Source: Procurement Initiative Pulse Check Q1/2023, Feb 15 — Mar 01, 2023 6
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57% of respondents have a rather positive to very positive outlook regarding
the stability of supply chains in 2023

'OVERVIEW
El'_é Supply chain sentiment, % of respondents (n=148)

[& More positive
A

Bl Very positive

- Positive
Rather positive
Rather negative
Negative

B Very negative

\
[[P More negative

Question: “What is your sentiment regarding supply chain stability in 2023?”
Source: Procurement Initiative Pulse Check Q1/2023, Feb 15 — Mar 01, 2023
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Cost remains the holy grail in sourcing decisions and is regaining importance
in a stabilizing supply chain environment

OVERVIEW

% Sourcing Priority, Average points (out of 100) in the sourcing process based on ranking (n=102, n=148)

Q4/2022 Q1/2023

Il Cost M Resilience [l Quality Sustainability Innovation

Question: “How would you rank the following criteria in terms of their importance for sourcing decisions?”
Source: Procurement Initiative Pulse Check Q4/2022 & Q1/2023, Feb 15 — Mar 01, 2023 8
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While both supply and demand are responsible for current inflation levels,
supply-side shortages are considered as the main driver
'RISK & INFLATION

B} Inflation drivers, Average share based on 7-point Likert scale (n=148)

Percentage points of inflation is driven by a cost-push

370/ stemming from a decrease of supply
o including labor shortages, production
constraints, energy, and shipping delays

=
@)

B Cost-Push Inflation
- Uncertain Factors
- Demand-Pull Inflation

of inflation is driven by uncertain factors
33% such as preemptive buying due to high
inflation expectations

of inflation is driven by a demand-pull
30% stemming from an increase in customer
demand and high government spending
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|

Time

Q4/2022 Q1/2023

Question: “How much do supply and demand drive inflation?”
Source: Procurement Initiative Pulse Check Q1/2023, Feb 15 — Mar 01, 2023 9
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As supply-side disruptions are expected to ease, an average increase in

purchase prices of 4.1% is expected for 2023

@] Inflation expectations, Average increase in purchasing prices for 2023 (n=148)
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Question: “Which average change in purchasing prices for your categories do you expect for 2023 (base year for comparison: 2022)?”
Source: Eurostat inflation rate of the European Union & Procurement Initiative Pulse Check Q1/2023, Feb 15 — Mar 01, 2023

'RISK & INFLATION

Respondents expect an
average increase in
purchase prices of 4.1%

50% of respondents
expect an inflation rate
between 2.5% to 8%

Some respondents report
outliers ranging from
-20% to +30%

10
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In terms of supply chain risks, most companies face demand & supply
unpredictability, lack of employees, and geopolitical risks
'RISK & INFLATION

:|\D_I|: Supply chain risks, % of respondents (n=148)

I8N Demand & supply unpredictability 65%

57%

Al Recruit/retain highly skilled people

S4%

Geopolitical risks

Raw material and other shortages 53%

Currency fluctuations 22%

Natural disasters 10%

Question: “Which factors are currently most critical for your operations?”
Source: Procurement Initiative Pulse Check Q1/2023, Feb 15 — Mar 01, 2023 11
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All organizations are on a sustainability journey. However, most companies
indicate that their commitment to sustainability is rather low

@ Sustainability ambition level, % of respondents (n=148)

| SUSTAINABILITY

High Green Branch
LY ~
37% of companies dedicate a product line or ' 21% of companies embed sustainability as
c branch to sustainability ) central principles and values in their DNA
0o s N
5 4
2
S Green Surface . CoreSwitch |
O
17% of companies promote sustainability 3 25% of companies rethink sustainability,
without real substance ‘ putting it at the heart of their business
Low

Low

Question: “Which of the following options describes your company's ambition level the best? ”
Source: Procurement Initiative Pulse Check Q1/2023, Feb 15 — Mar 01, 2023

Commitment High
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Regarding sustainability tools, most companies are either using Ecovadis or
no solution provider at all indicating a big void from the user perspective
| SUSTAINABILITY

;{% Sustainability tools, # of respondents (n=148)

Other: tools

= Sedex = Preface

= MyClimate = Position Green
= PCF = SbTI

* RepRisk = SAPTM

= Alyne = SAPYM

= GaBi = Assent Compliance
= Carbon Mind = Sphera

= EcoTransIT = Envirometer

= Ariba = FSE

= Carbmee = CDP

= Planetly = ClimatePartner
= Watershed

Other: initiatives

UN Global Compact

Together for sustainability

= SbTI = Blauer Engel
- CDP = Aktion Baum
Ecovadis No No  Riskmethods Integrity  Internal Compensate Prewave  * GreenBonds/Sustainable = CEOs bekennen Farbe
Statement Software Next Software Linked Loans

Question: “Which tools / solution providers does your company use to promote sustainability in the supply chain”
Source: Procurement Initiative Pulse Check Q1/2023, Feb 15 — Mar 01, 2023 13
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Besides tracking and monitoring sustainability performance, the lack of data
standardization also creates roadblocks
| SUSTAINABILITY

@ Technological roadblocks for sustainability, % of respondents (n=148)

i8 Challenges in tracking and monitoring sustainability performance S57%
Lack of data standardization 56%
Inconsistencies in sustainability standards 43%
Supplier hesitation to share accurate and reliable data 40%
Integration with existing systems 39%
Lack of awareness among suppliers regarding sustainability 37%

Limited vendor options 30%

Question: “What roadblocks does your company face when using technology for sustainability in the supply chain?”
Source: Procurement Initiative Pulse Check Q1/2023, Feb 15 — Mar 01, 2023 14
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Improved compliance with sustainability regulation and reduced carbon
footprint represent common sustainability benefits achieved by technology
| SUSTAINABILITY

@ Sustainability benefits as a result of technology, % of respondents (n=148)

Improved Reduced carbon Improved Reduced waste Improved working Improved supplier Improved supplier
compliance with footprint transparency into conditions and relationships performance
sustainability the supply chain human rights
regulation

Question: What are the main benefits that your company has seen from leveraging technology for sustainability in the supply chain?*”
Source: Procurement Initiative Pulse Check Q1/2023, Feb 15 — Mar 01, 2023 15
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Regarding the implementation of the German Supply Chain Act, most
companies do not fulfill the due diligence obligations at the moment
’ GERMAN SUPPLY CHAIN ACT

6@6 Human rights and environmental due diligence obligations, % of respondents (n=148)

Establishment of a risk management system 63%
Prevention measures (own business, direct suppliers) 61%
Documentation and reporting 61%
Issuance of a policy commitment on human rights 61%
Establishment of a complaint procedure 51%

n Definition of internal responsibility (human rights officer) L4%

Implementation of due diligence obligations at indirect suppliers 35%

ﬂ Implementation of remedial measures 25%

Question: “What measures has your company already taken to protect human rights and the environment?”
Source: Procurement Initiative Pulse Check Q1/2023, Feb 15 — Mar 01, 2023 16
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Supplier trainings, support of local communities, and participation in
industry initiatives represent the least developed measures
] GERMAN SUPPLY CHAIN ACT

&@(ﬂ Implementation of practices, % of respondents (n=148)

Supplier code of conducts

Adaptation of GTC or employment contracts
Sustainability guideline

Trainings of employees

Supplier audits

Sustainable procurement strategy

Social & ecological criteria in supplier rating & selection

Certificates and enforcement with suppliers
Sustainability KPIS to control / compensate top management

@)

Social & ecological criteria in selection of sourcing countries

Participation in initiatives (industry initiatives, pledges, etc.)

Support of local communities

Supplier trainings

\

\

\

\

\

| | |

60% 40% 20% 0% 20% 40% 60% 80%
Not planned Planned Early coordination Il Coordination finished [ Implementation started Fully implemented

Question: “To what degree have you implemented the following measures to embed sustainability in procurement? ”
Source: Procurement Initiative Pulse Check Q1/2023, Feb 15 — Mar 01, 2023 17
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H&Z Management Consulting
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H&Z Management Consulting
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Thank you for taking part in
our Pulse Check Q1/2023.

We will share future research
results on our Linkedln channel

The Procurement Initiative.

Stay tuned!
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https://www.linkedin.com/company/the-procurement-initiative
https://www.linkedin.com/in/nicolai-andr%C3%A9-stickler-8240526a/
https://www.linkedin.com/in/martina-buchhauser/
https://www.linkedin.com/in/laurinzemmrich/
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