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Due to the various global environmental crises which have also extended into Europe, the
European Union has had a critical role in trying to mitigate the impacts of global warming
and depletion of natural resources by implementing various legislative measures. Arguably,
one of the most impactful regulations set by the EU is the Corporate Sustainability Reporting
Directive, which will introduce more stringent requirements to how organisations should
disclose annual sustainability-related information. In effect, this will also potentially change
how organisations approach supply management.

The purpose of this thesis was to study how the CSRD will impact the supply strategies of
companies who will be obligated to report under its requirements. The research concentrated
on large organisation who will be the first ones to adopt the new reporting standards in 2025,
however the empirical section offers other perspectives as well. The research was conducted
as a qualitative study, utilising thematic analysis to interpret the data gathered from open-
ended interviews.

The main findings of this thesis suggest that the CSRD will affect organisations’ supply
strategies in various ways. Companies will most likely start to initiate more sustainable
supply practices, including sustainable sourcing and applying increased focus on supply
chain transparency and due diligence. This requires companies to develop robust sustainable
competencies and effectively manage their internal capabilities. Ultimately, the inclusion of
the CSRD indicates that a sustainable supply strategy will overall be essential for CSRD
compliance and for providing accurate and transparent sustainability reporting data.
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Euroopan unionilla on ollut ratkaiseva rooli pyrkiessdédn lieventdamaan ilmaston
lampenemisen ja luonnonvarojen ehtymisen vaikutuksia laittamalla taytantoon erilaisia
lainsdadantotoimenpiteitd. Yksi kiistatta merkittdvimmistd EU:n julkaisemista saadoksista
on CSRD direktiivi, joka tulee asettamaan tiukemmat vaatimukset sille, miten
organisaatioiden tulisi raportoida vuosittain vastuullisuuteen liittyvi tietoja. Tamé tulee
my0s todennakoisesti muuttamaan yritysten ldhestymistapaa hankintaa kohden.

Taman Pro graduna tarkoituksena on ollut tutkia, miten CSRD tulee vaikuttamaan niiden
yritysten hankintastrategioihin, jotka ovat velvollisia raportoimaan sen vaatimusten
mukaisesti. Tutkimuksessa keskityttiin suuriin organisaatioihin, jotka ottavat uudet
raportointistandardit kaytt6dn ensimmaisind vuonna 2025, vaikkakin empiirisessa osiossa
tutkimus tarjoaa myds muitakin ndkokulmia. Tutkimus toteutettiin laadullisena
tutkimuksena, jossa hyoddynnettiin temaattista analysointimenetelméaéd laadullisten
haastatteluiden analysoimiseksi.

Taman tutkimuksen tarkeimmat havainnot viittaavat siihen, ettd CSRD vaikuttaa
organisaatioiden hankintastrategioihin monin eri tavoin. Yritykset alkavat todennékoisesti
hyddyntamadn enemman entistd kestdvampiéd hankintakéaytantojd, ja tulevat keskittyméan
tarkemmin toimitusketjujen l&pindkyvyyteen. Tama edellyttadd, ettd yritykset kehittavat
vastuullista osaamistaan jatkuvasti, ja hallinnoivat tehokkaasti niiden sisdisé valmiuksia.
CSRD:n implementointi indikoi ennen kaikkea sitg, ettd vastuullinen hankintastrategia tulee
olemaan vélttaméaton CSRD direktiivin vaatimusten noudattamiselle, seka riittavan ja
lapindkyvén vastuullisen datan raportoinnille.
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1 Introduction

The status of the modern world is unfortunately dominated by the presence of global crises,
including wars, inflation, resource shortages, and evident global warming among numerous
other concerns related to climate change. Europe especially has experienced the
consequences of the war in Ukraine, as in the years 2022 and 2023 the economy has tried to
persevere through a severe energy crisis, product and supply shortages and heavy inflation
of the currency Euro (European Commission, 2023). This has naturally put significant
pressure on the European Union (EU), who reacted to the energy crises with multiple policies
such as diversifying its gas supply away from Russia, initiating a Gas Demand Reduction
Plan and focusing on gas security among many other initiatives (European Commission,
2022). While the EU certainly has had a major role in reacting to the economic crises as the
presented example is trying to showcase, it is also in a significant position to set the new
legal standards for sustainable business practices which could help to hopefully avert the
environmental crises our world is currently facing and will continue to face in the upcoming

decades.

Along with individual nations, companies and corporations are one of the world’s largest
emitters of harmful greenhouses gases (GHG). According to the report conducted by CDP
in 2017, since the recognition of human involvement towards climate change in 1988, 71%
of all industrial GHG emissions were linked to just 100 fuel producers, and over half could
be then traced to only 25 companies (CDP, 2017). It has also been well documented that the
demand for products is higher than ever before, which has led to businesses constantly
increasing their production and, in the process, consuming and exploiting the limited
resources of the globe at consistently higher rate (Olah, Aburumman, Popp, Khan, Haddad,
& Kitukutha, 2020). Therefore, businesses have a massive responsibility in contributing to
more sustainable business activities in order to reduce emissions, be more efficient with their

consumption of natural resources and initiate socially acceptable practices.

In Europe, the EU has long been involved in trying to reduce the environmental impact of
nations and organisations by implementing policies and regulations which promote
sustainability. The first actions of the EU directed towards the environment can be traced
back to 1987 when the New Environmental Title was enforced, which introduced the first



common legal guidelines for environmental policies with the goal to preserve the quality of
the environment, protect human health and ensure the rational usage of resources (Kurrer &
Lipcaneanu, 2023). Ever since, new environmental policies have been added, with the more
significant milestones being The Treaty of Maastricht in 1993, The Treaty of Amsterdam in
1999 and the treaty of Lisbon in 2009. Each new government policy has provided more
specific environmental initiatives including the promotion of sustainable development,
focusing on combating climate change and other means to help the enforcement of upcoming

regulations (Kurrer & Lipcaneanu, 2023).

As the concerns and uncertainties caused by the various global crises have largely impacted
how companies approach their daily business activities, the global supply chains and
company supply strategies are similarly evolving to adapt to new market changes. The
permanent repercussions of globalisation in the 1990’s have steadily increased the
competition of global supply chains (Gurtu & Johny, 2021), the impact of COVID-19 has
left companies to heavily re-evaluate their supply chain structure and approach to risk
management (Xu, Elomri, Kerbache & Omri, 2020), and the impact of climate change,
depletion of resources and pressure from external stakeholders have guided businesses to
adapt to more sustainable supply chain practices (Castillo, Mollenkopf, Bell & Bozdogad,
2018). After the introduction of the new Corporate Sustainability Reporting Directive
(CSRD) set by the EU in the spring of 2023 and scheduled to be enforced in 2024, an
intriguing argument can be made that companies operating within the EU will need to adapt
once again as the new reporting standards will have a meaningful impact on their supply

strategies.

1.1 Purpose of the study and research approach

This study will examine how the upcoming CSRD directive set by the EU and implemented
in 2024 will affect large organisations operating in Europe and their supply strategies. This
study aims to be one of the first academic studies trying to forecast the potential effects of
the CSRD on companies’ supply practices, and arguably suggesting a new dimension of
research by bringing the discussion down to the supply chain-level. Additionally, this study
looks to support earlier research which have assessed the concepts of sustainability reporting

and the influence of EU regulations on corporate business practicalities.



Sustainability reporting as an area of research has been explored to some extent, although
this thesis argues that there are discrepancies in existing findings creating potential
difficulties to link this study specifically to a contributing area of research. Hahn & Kiihnen
(2013) propose that the focus on all dimensions of sustainability in reports has dominantly
been looked from an accounting perspective, and other studies suggest that sustainability
reporting has been a divisive topic to research, as it can be difficult to differentiate if the
motivation for sustainability reporting comes from the true motives of the company itself, or
if it is mostly designed to fulfil the mandatory needs of the investors (Christensen, Hail &
Leuz, 2021). It would also seem that there is not a consensus to how sustainability reporting
truly affects the business, as both Nguyen (2020) and Aifuwa (2020) point out that studies

largely fail to present conclusive evidence to how sustainability reports affect performance.

To the knowledge of the author, research of the CSRD and especially its potential impacts
are relatively limited, hence this thesis can provide an early contribution to studying its
effects. Still, it can definitely be argued that the CSRD is not an entirely new topic of study
to which some examples from existing studies can be drawn. Primec and Belac (2022) have
studied managerial implications of the CSRD, however the research was concentrating on
Slovenian companies and the concept of supply strategy was not discussed with emphasis.
In the study made by Cuomo, Gaia, Girardone and Pisera (2022), the CSRD was examined
in relation to the current environmental regulations and NFRD (Non-Financial Reporting
Directive), but the research provided a more concentrated approach to reporting practices
rather than placing the directive into the context of the supply chain. Additionally, elements
of supply strategy were not brought up. One of the final relevant types of research done on
the CSRD can be found from the works of Agostini, Costa and Korca (2022) who have
looked into how the CSRD will impact Italian companies’ Non-Financial Disclosure (NFD)
and corporate financial performance, although still no deeper study to supply chain
operations were examined. This overview can indicate that the perspective on the CSRD
from the supply point of view are indeed limited which further supports the important

perspective this thesis is attempting to provide.

This study looks to additionally provide an informative perspective for managers who may
not be fully aware of how impactful the CSRD can be to a company’s supply chain. While
sustainability reporting has been present in businesses’ yearly reports now for a relevant

time, their meaning has been arguably diminished, as studies like the one offered by Aras &



Crowther (2009) suggest that the actual sustainable development attempts by organisations
seem to generally be distant from what they propose in their yearly reports. Since the CSRD
is looking to make more stringent additions to what is to be included in a sustainability
report, this thesis looks to hopefully encourage managers to approach sustainability reporting

with a new perspective.

A dominant research question (RQ) was designed to provide depth for the study and
sufficiently guide this research. Additionally, sub-questions (SQ) were formed to be linked
with the research question and open up the discussion to more specific dimensions. The main

research question is structured as follows:

RQ: “How does the CSRD affect the supply strategies of companies?”

The sub-questions take a closer look at the companies’ internal capabilities and explore the
potential complications of complying with the regulatory changes the CSRD offers.
Additionally, as a strong focus towards the sustainable supply management perspective has
been selected, the other SQs look to extend the realm of the main research question and
discuss about its future applications in accordance with the business and industry

applications. Thus, the SQs are described as:
SQ1: “Which elements of supply management the CSRD affects the most?”
SQ2: “What challenges companies face to comply with the new CSRD standards?”

SQ3: “How can the sustainable elements of supply strategy help companies to prepare

for upcoming legislation?”

1.2 Conceptual framework and limiting the study scope

The conceptual framework of this thesis is visualised below in Figure 1, with the purpose to
portray the link of each concept to the research question and sub-questions chosen for this
study. As it is visible from Figure 1, the regulatory standards set by the EU can be noted as
the vanguard of how this thesis is designed, followed by the CSRD directive. The further
theoretical framework will be separated by dividing the core theory to supply principles
where sustainability will be examined as a key factor and to supply chain enablers which can

be connected to the concept of compliance. Ultimately, these two divided sub-topics will be



in close discussion with the main research question and investigative questions, as

showcased in figure 1.
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Figure 1. Conceptual framework of the thesis structure.

It would also be important to mention about the limitations and direction of approach of this
thesis. As mentioned previously, this research is focused on the potential impact on supply
strategies of European organisations put into effect by the CSRD, which provides some
limitations to the study scope. Firstly, it is necessary to distinguish that a supply strategy
incorporates many individual aspects of supply chain management, including concepts of
sourcing, outsourcing, and purchasing, and while some of these can be considered as relevant
to the topic themselves, supply strategy will still be the central focus as a large complete
entity. Secondly, while the roots of this thesis topic are linked to reporting and sustainability
reporting, this study will not approach in detail the matter of emissions calculations or how
other sustainable calculations are executed, as it would overwhelm the study to impractical
proportions. Finally, even if supply chains are often large and complex entireties which
usually extend to the end-customer, this research limits the scope of the supply chain to focus
on the upstream-side (activities consisting mainly of suppliers) (Vachon & Klassen, 2006)

of the chain.



1.3 Defining the key concepts

Supply strategy: Supply strategy can be best defined as a combination of “various existing
bodies of knowledge and concepts, to form a holistic, strategic perspective of management
of operations, stretching across inter-organisational boundaries” (Harland, Lamming &
Cousins, 1999, 662). Hallikas, Kédhkonen., Lintukangas, and Virolainen (2011, 146) also add
that essential elements of supply strategy include other internal and external aspects like
“governance mechanism, industry structure, environmental issues, customer needs, supplier

relationships, and supply processes .

Sourcing: Sourcing can be shortly described as the selection of suppliers (Zhaohui Zeng,
2000) and it has also been used as another term for procurement, to which Gotfredson (2005,

132) defines it as “a financially material, but strategically peripheral, corporate function”.

Supply management: To shortly define supply management, Cousins & Spekman (2003)
suggest that supply management should concern how the goods and services which are
designed to make a firm competitive flow within the organisation. Cox and Lemming (1997,
62) respectively offer a resource-based view, as according to the scholars supply
management consists of “the strategic management of external and internal resources and

relational competencies in the fulfilment of commitments to customers.”

Supply chain transparency: This study suggests that Supply chain transparency as a
concept should be differentiated from supply chain visibility and traceability, despite some
similarities between them. According to Sodhi & Tang (2019, 2946), supply chain
transparency can be defined as “a company disclosing information to the public, including
consumers and investors, about upstream operations and about the products it sells to

consumers™.

Supply chain compliance: The work of Wood (2014) can be used to best describe the
definition of supply chain compliance. Wood links compliance in supply chains to
sustainable business practices, as it refers to the state of abiding towards local laws and

following the ethical practices for social and environmental standards. (Wood, 2014)

Double materiality: The concept of double materiality was first more closely introduced in
2014 after the EU’s release of the Non-Financial Reporting Directive (NFRD) (Ecometrica,
2023), and it is a common term found in sustainability reporting. Materiality itself can be



compactly explained as an item of meaningful significance to the user of the report
(stakeholder) (De Cristofaro & Gulluscio, 2023, 1). This leads to the definition of double
materiality. Double materiality in the context of reporting is described as two separate
materiality groups, financial materiality, and social and environmental materiality (Ng,
Yorke & Nathwani, 2022, 4) which refers to the notion that the item of significance is

regarded as one of, or both of the aforementioned materiality groups (EFRAG, 2022, 4).

Corporate Social Responsibility (CSR): This research proposes that CSR can be best
summarised by Moir (2001, 18), who defines CSR as a “continuing commitment by business
to behave ethically and contribute to economic development while improving the quality of
life of the workforce and their families as well as of the local community and society at

large.”

Corporate Sustainability Reporting Directive (CSRD): According to the European
Parliament and the Council of the European Union, the CSRD which is regarded as the new
upcoming standard for sustainability reporting will come to effect in January 2024 and will
be firstly applied to large undertakings with the average number of 500 employees.
(European Parliament and the Council of the European Union, 2022). The CSRD will
introduce more stringent reporting standards concerning sustainable policies, sustainable
targets, due diligence processes and sustainability risks, and also initiates third party auditing
as a requirement to ensure that the information included in the sustainability reports are
reliable (IBM, 2023).

Environmental Social Governance (ESG): ESG can be described as “a framework system
including environmental (E), social (S), and governance (G) factors”, and is strongly
connected to sustainable investment (Li, K.Wang, Sueyoshi, D.Wang, 2021, 1). Therefore,
Li et al. also add that “ESG is usually a standard and strategy used by investors to evaluate
corporate behaviour and future financial performance” (Li et al. 2021, 1)

1.4 Methodology

Due to the aims of this study, qualitative research approach will be utilised in the empirical
section of the study. As the research suggests, the choice of qualitative research is justified

as the intent of the study is to provide a comprehensive overview and predictive discussion



of existing theoretical topics to which a quantitative approach would not necessarily provide
sufficient results. Additionally, since interviews will be used as the primary source of

primary data, qualitative methods can be seen as suitable choices.

The analysis method chosen to analyse the primary data will be traditional content analysis.
As Cole mentions, content analysis in research is simply referred to as the analysis of
communicational messages which can be either verbal, written, or visual (Cole, 1998). More
specifically, since the research question and topic of the thesis can be considered as relatively
fresh, inductive content analysis or thematic analysis was selected to specify the analysis
section. As Graneheim, Lindgren, and Lundman (2017) explain, an inductive approach to
content analysis is all about recognizing patterns, similarities and differences within the data
which can then be further categorised on distinctive categories and themes for interpretation.

Here, the process of thematic analysis will be applied.

1.5 Thesis Structure

Section 1 introduces the topic to the reader and provides a meaningful business case to why
research of the topic is important. It also visualises the contents, describes the choice of
methodology, introduces the research question and investigative questions, and defines the
main concepts which are discussed in this study. Section 2 goes into more detail about the
theoretical background of the essential topics, as the study attempts to first of all find the
main drivers for sustainability reporting, provide the most relevant examples of EU
legislation and break down the key takeaways of the CSRD. In addition, a relevant literature
overview will be conducted to present what is known about supply strategies and supply
management and explain the concepts behind supply chain transparency and supply chain
compliance. Here, sustainability will also be strongly linked theme. In section 3, the
approach to the interviews and primary data collection will be discussed more thoroughly
after which the results and analysis will be conducted in section 4. Section 4 looks to then
introduce the most relevant comments and findings which emerged from the process of data
collection and divides the results into distinctive themes and subtopics. Within the discussion
of section 5, this research will try to answer research question of this study and investigative
questions. Ultimately, summarised findings and research implications will be presented in

section 6 and a proposal for further research is suggested.



2 Principles of the CSRD and understanding sustainable supply

chains

This section of the thesis takes on an extensive look on the existing relevant theory
concerning the main concepts. The chapter starts by exploring the motives which drive
companies to publish sustainability reporting followed by comprehensive explanation of the
most recent EU regulations. This research then introduces the CSRD in more detail, after
which strategy, supply strategy and sourcing -related theory will be discussed. The
theoretical background ends by studying theory closely linked to supply chain transparency

and supply chain compliance.

2.1 Drivers for sustainability reporting

While sustainability reporting has become a common practice for companies, some
noticeable drivers can still be identified which set the boundaries for reporting. This research
describes these drivers as concepts and other examples which have evidently contributed to
how or why companies have adapted sustainable reporting procedures. The first possible
example would be the emergence of Corporate Social Responsibility (CSR), and more
importantly how it has shifted the description of reporting standards. As it is known, the
pressure from stakeholders and the need to preserve their public image have commonly led
to businesses increasingly utilising elements of CSR to promote their ethical business
practices (Lindgreen & Swaen, 2010), which has resulted in companies publishing yearly
reports concerning if their business collides with these matters. Although them being
voluntary, Reynolds and Yuthas (2008) explain that CSR reporting has steadily developed
into a widely utilised model for businesses to communicate their environmental and social

performance.

While external forces have usually been studied to be the common drivers for CSR,
companies may also have financial motivations to involve elements of CSR. Graafland and
Mazereeuw-Van der Duijn Schouten (2012) suggest that various studies commonly suggest
positive connections between CSR and company profitability, and the study made by Ofori,

S-Darko and Nyuur (2014) further support this fact. Additionally, earlier research shows that
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CSR can also create value and reduce costs for companies (Carroll & Shabana, 2010) which

add to the reason why CSR is being utilised by companies.

Another concept which arguably has heavily influenced companies’ decisions to adopt
sustainability reporting is Environmental Social Governance (ESG). Since its initial
introduction in 2004, the global economy is being constantly developing towards directions
which support environmental and social habits (Li et al. 2021) and studies show that
investors are also following this trend. As the study from Friede, Busch, and Bassen (2015)
explains, investors have progressively realised the positive upside of investing in companies
which promote social, environmental, and otherwise ethical business practices. According
to the same study, one of the strongest aspects of ESG to the investor is that it is an effective
way to pursuit their legal responsibilities but also it helps align their own interests with the
targets set by the general society (Friede et al. 2015).

The potential benefits investors can gain from ESG naturally reflect on the companies as
well. The study from Alareeni and Hamdan (2020) shows that ESG affects positively on
companies’ performance metrics and more specifically, accounting metrics as studies show
positive impacts of ESG on companies’ return on assets (Velte, 2017). Concentrating on
environmental and social issues seems to also help companies with their risk management.
Research from Sassen, Hinze and Hardeck (2016) provide the insight that firms with higher
focus to ESG factors tend to have overall lower total risk.

Earlier research shows other external drivers which could influence sustainability reporting.
Dienes, Sassen and Fischer (2016) propose, that company size and organisational structure
can be considered as motives for companies to initiate sustainability reporting, while
Herremans and Nazari (2016) suggest that sustainability reporting can be dependent of the
capabilities and motivations of managers which most likely react from the push from
external forces like stakeholders. Occasionally, this push could be initiated by large
institutions which have shifted the landscape of global sustainability reporting. Therefore,

this study would next approach the Global Reporting Initiative (GRI).

The institution of GRI was founded in 1997 in reaction to the then recent oil spill accident
of Exxon Valdez, and its target was to create an accountable mechanism which would ensure
that companies follow responsible and environmental principles. This has then expanded to

social, economic and governance concerns (GRI, 2023). As the time has progressed, the GRI
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has established itself as one of the most important institutions for sustainable development,
as it provides guidelines and frameworks for businesses to what is to be included in their
yearly sustainability reports, which continues to develop. Still, perhaps the most important
milestone of the institution would arguably take place in 2016, as the GRI was responsible
for setting the first official global standards for sustainability reporting. (GRI, 2023).

The standardised system of the GRI reporting framework allows companies of all sizes to
publicly report the impacts of their business activities in a structured manner (Global
reporting, 2023), which can be differentiated into specific categories. The GRI describes
these as Universal Standards, Sector Standards and Topic Standards. The Universal
Standards apply universally to all organisations who choose to utilise the GRI reporting
standards, and it is further divided into three segments. The first segment (GRI 1) is designed
to clarify the purpose of the GRI reporting standards and its main concepts, but also how the
standards should be used and explains its compliance requirements. The second segment
under the Universal Standards (GRI 2) discloses information regarding the structure of the
organisation and aspects of its reporting practices, and its purpose is to showcase the
company’s size and profile and put into context the impacts of its business activities. The
role of the third segment (GRI 3) is to advise companies to determine its most meaningful
topics according to its impacts (material topics), how or why these topics have been selected

and introduces the usage of the Sector Standards in this process. (Global reporting, 2023).

The role of the Sector Standards is to provide increased quality, consistency, and
completeness of organisational reporting by offering sector-specific standards to which
applicable companies are required to comply with. While it would be inconvenient to study
the standards which have been developed for all 40 sectors, it is still important to understand
that the Sector Standards essentially characterise the business impacts of the applicable
sector, lists its most material topics as proposed by GRI 3 and provides additional
information not specified in the Topic Standards. With the guidelines suggested within the
Topic Standards, businesses are obligated to explain more detailed information about the
selected topics such as occupational health and safety, taxes, and waste and how an

organisation manages these impacts. (Global reporting, 2023).

While the GRI standards may not be legally binding principles, it can still be showcased as
a valuable example of the imminent external forces which may ultimately lead companies to

focus on sustainability reporting. This would be the environmental regulations and other
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legal actions companies need to comply with. This can be noticed especially within the EU,
as even if sustainability reporting could still be regarded as a voluntary act, the EU has
already legitimised several initiatives from the beginning of the 21% century regarding what
publicly listed organisations are required to report, and to which businesses are legally
obligated to comply (Delbard, 2008).

2.2 Overview of the European Union legislation

With the noticeable drivers for sustainability reporting being studied, the research will next
take on a more detailed look to which environmental regulations, directives, and other legal
requirements set by the EU could be regarded as the most significant to the context of this
thesis. At first, it would be important to discuss the terminological differences between each

legal act found within the EU legislation to differentiate their legally binding characteristics.

According to the EU, legal acts are specified as regulations, directives, decisions,
recommendations, or opinions as visualised in Figure 2. Unsurprisingly, regulations are
considered as the most stringent form of legal act as it is legally binding, and as the EU
mentions, they are to be applied in every EU country. A directive is also regarded as a
legislative act, but it is introduced in a form of a goal or target which the EU countries should
accomplish. An important characteristic of a directive is that individual countries are free to
form their own laws concerning how they aim to reach the goal which the directive proposes.
The last officially legally binding legal act the EU may authorise are decisions, which are
directed to specific individual companies or countries to whom it solely concerns.
Recommendations and opinions are not legally binding, but they allow for instance
institutions to propose certain actions points, express their points of view and initiate

statements without any legal obligation. (European Union, 2023)
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Figure 2. Hierarchy of the European Union legal acts. (European Union, 2023)

In order to facilitate the analysis of the CSRD, the most relevant legislative acts set by the
EU will be next introduced. The selected examples also provide a sufficient overview of
how the EU legislation has been evolving and how their focus points have reached the
companies operating in Europe. The first example to be more closely examined would be
the European Green Deal.

The European Green Deal which the EU launched in 2020 is a regulatory act for the continent
of Europe to be completely climate neutral by year 2050 and it is regarded as binding under
the European Union Climate Law. While the massive goal for Europe to be climate neutral
by 2050 is clearly the main target, EU has since the introduction of the Green Deal act also
made several important legal additions to the act to make the goal achievable and ensure that
the climate targets spread across every sector of the economy. Most significant additions
include the Climate Pledge agreed by all EU countries to reduce emissions by at least 55%
compared to the emissions levels of 1990, massive monetary aid from the EU’s Social
Climate Fund to support the most vulnerable entities with the sustainable transition, carbon
price monitoring for imported goods and promoting green industrialisation among many

others. (European Commission, 2023)

The second notable legislation set by the EU is the EU taxonomy regulation. As the European
Union informs, the EU taxonomy can be described as classification system that sets the
criteria for economic activities designed for reaching the previously mentioned climate

neutral target of 2050, but also sets the criteria for environmental goals not related to climate.



14

This helps companies of all sizes to determine which activities can actually be considered as
sustainable, and to this the European Commission has created an official list to help
businesses with classification. The EU taxonomy was also created to promote ESG, as the
primary objective is to help the understanding of investors and ensure the legitimacy of their
sustainable investments which the EU sees as essential to reach their climate goals.

(European Commission, 2023)

Similar to the European Green Deal, the EU taxonomy was also introduced with additional
legislation to streamline its objectives. Arguably one of the most relevant legislations has
been the Sustainable Financial Disclosure Regulation (SFDR) which was put into effect in
2021, and as KPMG explains its main purpose is that all participants of the financial markets
should disclose more detailed information to how factors of ESG are considered in
investment decisions. SFDR can be directly linked to EU taxonomy as it provides
transparency and equality to the investment sector by specifying sustainability risks and

opportunities in the businesses products. (KPMG, 2021)

To understand how the EU utilises different methods to reduce emissions, it is necessary to
next mention the EU Emissions Trading System (ETS). Since its initiation in 2005, the EU
ETS is being operated in phases in which each phase a certain industrial emissions cap is
set, and if or when companies exceed this agreed cap, they need to buy emissions allowances
from the EU carbon market for compensation purposes or otherwise be drastically fined.
Being now in its fourth phase, the emissions cap has been significantly reduced compared to
its first phase due to EU’s other sustainable legislation being put into effect like the European
Green Deal, and as of 2023 the current ETS standards are considered legally binding
according to the European Commission. Currently, the ETS is affecting companies operating
in the energy sector, manufacturing, and aircraft within the EU, but onwards from 2024 the
directive will spread to reach the maritime transport sector as well. (European Commission,
2023).

The last two examples of sustainable legislation set by the EU should be discussed
simultaneously, as they both have a strong focus on energy usage. These are the Renewable
Energy Directive (RED) and Energy Efficiency Directive (EED). RED was first introduced
in 2009 to increase the usage of renewable energy in Europe and impact of the directive has
been strengthened with the additions made to the Green Deal. To make the sustainable push

in the energy sector even stronger, in 2012 the EU launched the EED which has set the rules
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and obligations for EU to reach its energy targets and has also experienced revisions after its
original introduction. Arguably the most relevant revision to the directive was made in 2023,
where all EU countries legally obliged to reduce energy consumption by 11,7% before 2030
by applying their own national contribution methods which rationally reflect the
circumstances of each country. (European Commission, 2023)

2.3 Understanding the Corporate Sustainability Reporting Directive

The overview of the EU legislation can bring to perspective how some of the major legal
acts have all been set within a relatively short timeframe and are important to realise before
approaching the CSRD directive. Similarly, before attempting to fully understand the
implications of the CSRD, it would still be necessary to first discuss certain concepts more
linked to reporting from which the CSRD framework is based on. Thus, while some of these
concepts are also a part of the EU’s legislative achievements, it is more fitting to mention
them under this section where the research is starting to close in on the details of the CSRD.

One of the more important developments in the European Union legislation of which the
framework of the CSRD is based on is the Non-Financial Reporting Directive (NFRD). The
European Parliament informs that the NFRD was first adopted in 2014, and its primary
objective is to improve the transparency of environmental and social information what large
undertakings in all Member States communicate, and therefore improve the quality of their
non-financial information. The requirements of the NFRD state that publicly listed entities
like banks, companies, and insurance companies with over 500 employees are “required to
publish reports on the policies they implement in relation to social responsibility and
treatment of employees; respect for human rights; anti-corruption and bribery; and diversity
on company boards (in terms of age, gender, educational and professional background).”
(European Parliament, 2021). More specifically, under the NFRD companies need to provide
information of their business models and policies including those related to due diligence,
business outcomes, information regarding risks and risks management and business-related

Key-Performance Indicators (KPI’s). (European Parliament, 2021)

The introduction of the NFRD has also brought another important concept to discussion
essential to mention to understand the requirements of the CSRD. As the European

Parliament explains, one of the additional requirements of the NFRD is the specified
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disclosure of information concerning the possible sustainability issues which may affect an
undertaking, but also how the activities of the company itself may affect the society and
environment. These are referred to by the European Parliament as outside-in- and inside-out
risks, and more importantly introduces the concept of double materiality. (European
Parliament, 2021) Although the concept of double materiality has been difficult to determine
(European Parliament, 2021), previous research finds it to be an item of interest
simultaneously for stakeholders and investors, combining the sustainable and financial
interests of both parties (Delgado-Ceballos, Ortiz-De-Mandojana, Antolin-Lopez &
Montiel, 2023). Many studies including the one from Baumuller & Sopp (2021) suggest that
the concept of double materiality will potentially shift the landscape of the future of
sustainability reporting as companies need to provide more detailed information in larger
quantities. Evidently, double materiality will be strongly present in the latest legal act as this
research will examine more closely what regulatory updates the upcoming CSRD will

provide.

As the earlier explanation of the CSRD suggests, the Corporate Sustainability Reporting
Directive will set the new standards for what companies within the EU are required to report
in the future. This means, that the sustainability reports coming out in 2025 by large
undertakings which are first subjected to the criterion of the CSRD will have to be disclosed
as accordingly. More specifically, companies will have to adapt to the reporting guidelines
of the European Sustainability Reporting Standards (ESRS) which have been set by the
European Financial Reporting Advisory Board (EFRAG) (European Commission, 2023).

The EFRAG is an independent private association established to support the European
Commission’s interests, and after the initiation of the CSRD its role was increased to provide
technical advice for preparing the new EU sustainability reporting standards (EFRAG,
2023). For this, the EFRAG developed the European Sustainability Reporting Standards
which proposes new standards and significant changes to what companies need to consider
when disclosing their sustainability reports (European Commission, 2023). Since the first
companies affected by the CSRD will be large undertakings, after which Small and Medium
sized companies (SME’s) will be subjected under the CSRD in 2026 (EY, 2023), the ESRS
will be developed to in the next years be more fitting for the smaller sized companies to
comply (European Commission, 2023). Still, the first set of the ESRS have been published

and can be then assessed in more detail.
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The first publishing of the ESRS introduces cross-cutting standards referred to as ESRS 1
and ESRS 2, which are designed to apply to all sustainability aspects of the CSRD. As Ernst
& Young reports, the ESRS 1 sets the binding concepts, principles and general requirements
which companies have to utilise when they disclose sustainability statements under the
CSRD, which should be linked to all necessary or material information regarding
sustainability-concerning activities, risks and opportunities of the company. The ESRS 2 is
correspondingly referred to as the disclosure requirements for sustainability reporting. It
includes the general description of the undertaking’s characteristics and an overview of its
business, but also more specific disclosures such as for estimating value chains, time
horizons, sustainability information preparations and reporting errors. In addition, the ESRS
2 covers requirements for corporate governance, impact, strategy, risks and opportunity

management, materiality disclosure process, targets, and metrics. (EYG, 2023)
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Figure 3. Description of Topical Standards of the ESRS, adopted from EYG, 2023).

The first set of the ESRS also suggests specific disclosure standards for matters linked to
ESG, described as Topic Standards. This means that companies need to provide more

specific, detailed, and transparent information regarding particular ESG topics visualised
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below in figure 3. As showcased, the implementation of the CSRD and the ESRS alongside
it requires companies to disclose information on numerous topics like those related to
emissions, resources, biodiversity, workers, stakeholders, and governance of business
conducts. It is important to note that the ESRS standards portrayed in Figure 3 does not yet
include sector-specific standards and standards guided for SME’s, as the European Union
will develop and update the standards in the future. (EYG, 2023)

2.4 Supply management strategies & sustainable supply management

One of the earlier widely acknowledged theories in supply management is based on
Transaction Cost Economics (TCE), which focuses heavily on external and internal costs
management of an organisation (Cousins, 2005) and how these costs allocated within an
organisational structure can influences choices compared to their relationship with the
economic surroundings (Williamson, 2005). From this, Transaction Cost Theory (TCT) has
emerged which proposes three main principles most relevant for applying principles of TCE
to supply management. As Cousins explains, the first one is asset specificity, which
describes the value of an asset (high or low) according to its potential usage to other
purposes. This essentially means that asset-related investments like training of staff (human),
investment in tools or machinery (physical) or locating plants in strategic locations (site)
with high asset specificity are useful to performing only certain limited tasks and are
generally little of value outside of their intended use. The second principle taken from TCE
is uncertainty which refers to the potential external risks of the transaction process, and the
third principle of TCT focuses on the governance structures of TCE, the market and
hierarchy. As described briefly by Cousins, the flow of goods in the market structure is
determined by traditional market mechanisms of demand and supply, while in hierarchy full

control is maintained through vertical integration. (Cousins, 2005)

According to Cousins (2005), the principles of TCE can be considered as one of the three
fundamental theories of which supply management is arguably based on. The second theory
is centred around the Resource-Based View (RBV), where Barney (1991) describes firms as
a combination of resources and capabilities which together become sources of economic
rents and creates long-term competitive advantage. Cousins continues by proposing that

companies can create advantages and differentiation by creating unique combinations to
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these sources which separates itself from the pure cost-based theory of TCE (Cousins, 2005).
The third theory which Cousins (2005) highlights is the importance of inter-organisational
relationships. From the context of supply management, Cousins connects this theory to the
buyer-supplier relationship, which has evidently grown to be a crucial theme as both buyers
and suppliers have become increasingly dependent from one another (Cousins, 2005). These
three fundamental theories of supply management are important to understand as these

theories have evolved into more specific supply strategies.

To understand supply strategy, it would be necessary to first approach strategy as its own
concept and understand its relevance in business. The concept of strategy has been well
documented starting from the latter part of the previous century, although the more recent
studies should be noted as the most relevant considering today’s business world. More
specifically, it is essential to refer to corporate strategy as a competitive strategy. One of the
more significant studies of this discovered phenomenon can be found in the works of Porter,
who describes competitive strategy as an either offensive or defensive action of a firm
creating a defendable position within an industry and successfully coping with the Porter’s
Five Forces (Potential entrants, suppliers, substitutes, buyers, and industry competitors) to
achieve a superior return on investment (Porter, 2004). Porter adds by dividing competitive
strategy into three generic strategies which may lead to companies outperforming others,

and these are overall cost leadership, differentiation, and focus (Porter, 2004).

Even if an effective competitive strategy should always be considered according to its
specific environment (Porter, 2004), Porter’s thoughts offer the basis to the reason why
companies should generally think of strategy, and that is to establish a position for
succeeding in a competitive business environment. The idea of supply strategy has been
comprehensively studied by numerous scholars in the past, and its linkage to strategy and
management has also been relatively well researched. Therefore, it can be challenging to
strictly determine what supply strategy is specifically, as the markets, product demands and
consumer habits are rapidly evolving, but as also as new perspectives which discuss what
strategy is beneficial for each environment are regularly emerging. Still, this study believes
that the conceptual framework offered by Gadde, Hakansson, and Persson incapsulates the

core elements of supply strategy the best.

According to the scholars, supply strategy starts with the distinctive approach to how a firm

handles their relationship with suppliers, including the choices and processes of each
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individual relationship. Afterwards, a second core element for supply strategy concerns the
firm’s organisational boundaries and how its resources towards sourcing are utilised. To
specify, the bounding element of the framework suggested by Gadde et al. showcases that
depending on the company, they can choose to either outsource or insource certain activities
so a key component to supply strategy is which activities and processes a firm chooses to
manage in-house, and in which the usage of a supplier is preferred. The third core element
of supply strategy is more focused towards the internal and external aspects of supply like
concentrating on information exchange between the company and suppliers and managing
internal organising principles. Gadde et al. also highlight that all three elements function in
collaboration with one another, as one decision in a particular element will likely have an
effect in the other. (Gadde et al. 2010) All three elements are visualised as a conceptual

framework below in Figure 4.
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Figure 4. Elements of supply strategy, adopted from Gadde et al. (Gadde et al. 2010, 234-
235)

Harland, Lamming and Cousins offer one of the more diverse perspectives to supply strategy
and explain that supply strategy incorporates a vast combination of concepts which form a
comprehensive strategic management perspective, where purchasing is seen as the central
aspect (Harland et al. 1999). Additionally, they extend the concept by dividing supply into
four different elements: “Supply within the boundaries of the firm, supply in a dyadic

relationship, supply in an inter-organisational chain and supply in an inter-organisational
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network™ (Harland et al. 1999, 663). Coincidentally, supply strategy has been documented
also in other studies to include elements more specifically linked to purchasing and
procurement. One of the earlier studies made by Sutton introduces four procurement
strategies regarded as essential for supply strategy, explained as “a team-oriented value
analysis approach, just-in-time and materials requirement planning techniques, total quality

management and make-or-buy analysis” (Sutton, 1989).

Overall, previous scholars commonly suggest that supply strategy is often strongly present
within the company’s general business strategy. Nollet, Ponce and Campbell, present a
generic framework for supply strategy where a firm’s general business strategy and
objectives are aligned with the firm’s supply strategy designed for a specific performance
indicator (Nollet et al. 2005). This similar alignment of a company’s core strategy to supply
is evident in other research as well, as Stank, Fugate and Davis suggest that since corporates
generically consist of three levels (Corporate, Strategic Business Units and Functional) and
because the strategy, structure and performance of each level accumulates to different
outcomes, a part of supply strategy is to adjust the supply flows to each level accordingly
(Stank et al. 2005).

2.4.1 Purchasing & procurement strategies

As discussed previously, previous research suggest that the core elements of supply strategy
are centred around purchasing and procurement. Therefore, a portion of the further
examination of different supply strategies should be concentrated on those concepts. It can
be argued that Peter Kraljic is considered as one of the more important scholars of exploring
theories of purchasing and offers one of the most widely recognized strategies focusing on
purchasing. In he’s article (1983), Kraljic emphasises the importance of companies to shift
from a purchasing view to more comprehensive supply management perspective. To this,
Kraljic suggests a strategical approach for companies to maximise their performance but also
minimise risk with four practical phases. The first phase is about classifying the items the
organisation is procuring according to their risk and importance, and as Kraljic explains they
are divided into four categories: strategic items, bottleneck items, leverage items and
noncritical items. From a profitability and supply risk perspective, strategic items are viewed

as highly profitable and risky, bottleneck items as low-profit and highly risky, leverage items
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as high-profit and low-risk and finally noncritical items are seen as low-risk and low-profit.
(Kraljic, 1983)

In the second phase, according to Kraljic, the organisation evaluates the strengths and
characteristics of the supplier market and the availability of the most strategic items, after
which it should assess its position as a buyer to negotiate the best possible terms. The third
and fourth phases can be viewed as combined phases, in where the company explores its
strategic positioning of the procured materials and decides what type of an approach would
be the best fit for each position. For this, Kraljic developed the commonly known Kraljic
Matrix. As figure 5 indicates, in the Kraljic Matrix the item classification and supplier
market evaluation is being utilised to determine what buying approach is preferred for each
item. For instance, Kraljic explains with the matrix that in a position where the buyer has
established itself in a stronger position compared to its suppliers, it can utilise more
aggressive negotiating strategies to achieve maximum profit with items with lower strategic
risks. In reverse, buying organisations who are in a weaker position compared to their
suppliers should take on more defensive approach and diversify their supplier portfolio.
When the power relationship is considered equal between the buyer and supplier, Kraljic

suggests a balanced approach.
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Figure 5. Visualisation of the Kraljic Matrix, adapted from Kraljic (1983).



23

Previous research has expanded on the ideas of Kraljic. The study by Caniels and Gelderman
(2005) proposes that within each quadrant or category classification as described earlier of
the Kraljic Matric, companies can also identify specific strategies within each category or
quadrant according to the buyer’s level of power or interdependence to the supplier. For
example, with strategic items, Caniels & Gelderman (2005) suggests that companies tend to
accept their dependency to the supplier, maintain and accept long-term partnerships or
terminate supplier contracts depending on their dependency and position dominance. Other
studies have also replicated the idea to utilise the quadrants in new dimensions. Research
from Padhi, Wagner, and Aggarwal (2012) have adapted the Matrix to categorise
commodities showcasing its usefulness when procuring services, and studies like the one
from Gelderman and Mac Donald (2008) prove that Kraljic’s theory can be flexible enough

to be applied in environments even with less developed logistics infrastructure.

In addition to the theories proposed by Kraljic, previous research propose other widely
recognised strategies for purchasing. The research made by Svahn and Westerlund (2009)
gathers and generalises six procurement strategies which according to the scholars can be
used to describe the most commonly identified scenarios when it comes to different
purchasing strategies. The first example is a cost focused approach where the buying
company chooses their suppliers based on most efficient price, and commonly involves
many suppliers in strongly transactional relationships. This strategy is referred to by the
scholars as price minimisation. The second example can be viewed as an opposite approach,
as in the bargaining strategy the buyer looks to seek and create long-term collaborative
relationships with its suppliers. In a dyadic relationship, both parties look to gain benefits
with usually fixed contracts, in which the supplier benefits from secured order quantities and
the buyer usually receives more beneficial prices. The third example of a purchasing strategy
is described by the scholars as the clockwise strategy, where the suppliers are purposefully
selected to support efficiency in a supplier network where all activities like logistics and

project management are designed to be as efficient as possible. (Svahn & Westerlund, 2009)

The fourth relevant approach to purchasing strategies also relies on the dyadic relationship
between the buyer and supplier. As Svahn and Westerlund suggests, in the projecting
strategy the supplier and buyer see the relationship as a developing partnership, where both
parties work together usually in a project-based manner to achieve a similar outcome for

instance in the Research and Development -sector creating a win-win situation. This type of
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a relationship is similar to the next and final strategy proposed by Svahn and Westerlund,
which is referred to as the updating strategy. The updating strategy can also be usually found
in R&D, and it continues with the same collaborative relationship as in the projecting
strategy, but the key difference is that in the projecting strategy the collaboration usually
ends after the project, and in the updating strategy both parties choose to continue their
collaboration. (Svahn & Westerlund, 2009)

2.4.2 Sourcing strategies & sustainable sourcing

As Zheng (2000) mentions, sourcing as a concept should be differentiated from purchasing
and it is shortly defined as the strategic selection of suppliers. Thus, sourcing strategies
should also be examined as separate strategies which included with purchasing start to form
supply management and ultimately supply strategy. Similar to one of the approaches to
purchasing, one of the more traditional sourcing strategies is to utilise multiple sourcing,
where the buyer is in a business relationship with many suppliers to explore the best bids for
the price of a product. The counterpart to this sourcing approach would then be the single
sourcing strategy, where the buying organisation looks to reduce the number of its supplier-

base to a single supplier per product. (Zheng, 2000)

A hybrid model based off the first two sourcing strategies has also been identified according
to Hines (1995), who refers to the sourcing approach as network sourcing. As Hines
proposes, the goal of network sourcing is to map out the hierarchy of suppliers and
subcontractors and maximise the capabilities of all suppliers accordingly. As an example,
those suppliers which rank in the higher tiers should be considered as the most skilled and
technologically capable to be responsible for larger systems rather than specific products or
components. Similarly, the suppliers in lower tiers should become subcontractors to the
higher tier-suppliers, so ultimately the number of suppliers can be reduced. (Hines, 1995)
One of the more international and extensive approaches to sourcing is the global sourcing
strategy (Zheng, 2000), which depending on the definition, can be described as the
purchasing of products or inputs from suppliers located in any part of the world where the
manufacturer looks for a network of sources outside of its local region (Johnson & Wood,
1996).
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The sourcing strategies introduced by the previously mentioned scholars can be described as
traditional, of which further studies have built on as other research show additional theory
which should be considered when discussing the various sourcing approaches for buying
organisations. Firstly, it would be important to identify that even if the buying organisations
IS in a market-dominant position, the supplier environment may still restrict its sourcing
possibilities. A sourcing strategy linked to this scenario would be sole sourcing. Even though
some research consider sole sourcing as equivalent to single sourcing, there is arguably a
critical difference between the two concepts. According to Newman (1998), the single
sourcing approach is a realised decision of an organisation to utilise one single supplier, and
sole sourcing refers to a scenario where there is only one supplier available which the

organisation then utilises.

Sourcing strategies can also divert from one-dimensional approaches to more flexible
applications. For instance, a scenario may occur where a company would like to keep most
of its supply chain operations within its borders but realises that some of the operations like
manufacturing could be performed with more favourable costs abroad. Here, the company
can choose to utilise the second sourcing -method to decide which operations can be
allocated to domestic and international suppliers for preferred efficiency (Choi & Davidson,
2004). Another flexible sourcing strategy recognised especially in the manufacturing sector
is parallel sourcing. According to the study by Richardson (1998), parallel sourcing is a
strategy where the buying organisation buys the same article, product, or component from
multiple suppliers to diversify the supplier portfolio and minimise supply risk.

As this thesis has showcased, organisations in the EU handle constant pressure from
stakeholders and legislative proposals to shift their business practices to being more
sustainable. Therefore, sustainable sourcing has started to become a more closely examined
addition to the sourcing strategy -spectrum. According to Pagell and Wu (2009), for a supply
chain to be truly sustainable, it should at the minimum not be harmful to social or
environmental systems while still performing at a profitable level over an extended period
of time and do business endlessly depending on the customers. This naturally extends to
sourcing (and also purchasing) which as Pagell and Wu (2009) explain is linked to the
broader concept of Green Supply Chain Management (GSCM). Tate, Ellram and Kirchoff
(2010) also add that in sustainable sourcing, the selection of suppliers should be considered
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from the perspective of economic value at a competitive price, providing required

environmental standards and promote the buying organisations social standards and values.

A more holistic approach to sustainable sourcing is provided by Ambekar, Kapoor, Prakash,
and Patyal (2018), who present the key factors to how sustainable sourcing is formed in an
organisation. According to the scholars, buyers usually implement sustainable sourcing
methods as a result of stakeholder pressure, market pressure or market conditions,
managerial decisions or to preserve company image and gain a competitive advantage. This
will then be reflected towards the suppliers, who will be governed by the buyer to ensure
that sustainable practices are initiated, which can often simultaneously benefit the supplier
by offering capabilities to create their own competitive advantages. Ambekar et al. explain
that the buying organisation should then decide on the strategical approach, which can be
dependent by the industry or geographical reasons, after which the implementation of

sustainable sourcing practices occurs. (Ambekar et al. 2018)

Similar to traditional sourcing, sustainable sourcing has also transformed into different
strategical approaches. According to Akhavan and Beckmann (2017), sustainable sourcing
strategies can be categorised into six primary aspects which enable an organisation to
implement sustainable sourcing in their operations. The first aspect is linked to the internal
integration and governance, where the target is to unify the organisation and ensure
commitment in all sectors. The second and third aspects consider supplier screening, where
the focus accordingly is on the assessment of environmental and social issues ultimately
resulting in the qualification of the supplier. After the supplier has been qualified, the fourth
and fifth aspects of sustainable sourcing focuses on supplier development for both
environmental and social issues with the intention of collaborating and training the supplier.
Finally, the sixth aspect suggested by Akhavan and Beckmann is the collaboration with inter-
organisation institutions and NGO’s, external governance and the maintenance and

improvement of different collective initiatives. (Akhavan & Beckmann, 2017)

2.4.3 Supply management and sustainable supply management

By reviewing what earlier studies have discussed about supply strategy, it can be argued that
all of its core elements are also linked to supply management. Additionally, as many studies

have noted, supply management incorporates links to supply chain management as well.
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Cooper and Ellram (1993) define supply chain management as a philosophy, which
concentrates on the management of distribution channel flows from a supplier to an end-
user. When discussing about supply management, Shin, Collier and Wilson (2000) offer a
more relationship-based approach within the supply chain which can be used as a sufficient
description of the term. According to the scholars, supply management is more focused on
the dyadic relationship within the supply chain, and more specifically, how an operative
environment can be created where a buyer and supplier coordinate their interactions (Shin
et al. 2000)

Similar to the other elements of supply strategy, supply management has also been started
to develop strategical characteristics. Nollet et al. (2005) present that strategy in supply
management should involve three aspects of concern. The first concern would be to include
the strategic elements of the firm which are linked to the company’s overall business goals,
such as sourcing strategies, supplier selection and decisions related to outsourcing and
insourcing among others. The second concern is related to tactical aspects of the firm, as
supply management strategy should also consider how a company initiates its value-added
analysis, make or buy-decisions and supplier management and other similar tactical
elements. The final and third concern is linked to operational concern, or more specifically
to results and performance-indicators like purchasing volume, prices and delivery reliability
attributes. (Nollet et al. 2005)

Today, as the nature of supply chains have changed, sustainable supply management and
sustainable supply chain management have emerged as important topics for businesses to
consider (Ageron, Gunasekaran and Spalanzani, 2012). Many scholars offer their
perspectives to define what is meant by sustainable supply chain management (SSM), as
according to Carter and Rogers (2008), it is a transparent and strategic integration and
achievement of the company’s environmental, social and economic targets which are aligned
to aim for improving long-term economic growth of the individual company, but also across
the supply chain. As noted by Ageron et al. (2012), this means that distinctive environmental
performance criteria should be applied to all partners within the supply chain and
simultaneously promote sustainable and responsible business practices. To put sustainable
supply management into an even more tangible perspective, Ageron et al. (2012) present the

fundamental drivers for SSM, which represent the different characteristics of what



28

businesses should consider if they should choose to implement SSM effectively. These

characteristics and drivers are portrayed in Figure 6.

The first fundamental driver for SSM are the various reasons to why an organisation would
choose to choose a more sustainable approach to supply management. As this study has
already discussed, external drivers like government regulations, competition and stakeholder
pressure can all be justifiable reasons for a company choosing to initiate SSM, but also
internal factors like the willingness of top management, demands from customers and the
company’s own willingness can also contribute to the decision. The second driver explores
the criteria which companies should consider when selecting their suppliers. Aside from the
traditionally desired qualities like price, quality and reliability, in SSM companies should
also involve sustainable criteria like environmental performance, certifications, supplier
location and social responsibility into the supplier selection process. The third driver for
SSM consists of the actual methods which enable the greening of the supply chain. Although
from a larger view the greening of a supply chain is an extensive and broad strategy, the
scholars point out the main distinctive elements to what this phase can include. Essentially,
the company should consider how they can include sustainable principles across the value
chain, as for example by conserving natural resources, limiting their carbon footprint,

reducing emissions and ensuring supplier involvement. (Ageron et al. 2012)

SSM performance

Reasoning for SSM 101
criteria
SSM beﬂeﬁts & x\\‘\ " ‘/
motivation
Sustainable Supply Management |+ Supply chain greening
SSM barriers '
/ N\
| e

Figure 6. Fundamental model of SSM, as adopted from Ageron et al. (2012).
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Similar to the second fundamental driver, when determining which suppliers companies see
fit to support their SSM approach, companies should also utilise strategic thinking in supplier
relationship management. Supplier characteristics like size, location, vision and capabilities
can impact and indicate level of commitment, but also determine if they are qualified for
long-term strategical relationships, which is seen as the preferred style of relationship for
SSM. The same strategical mindset should also come from top management, as according to
Ageron et al. (2012) the managerial approach of a business and its suppliers can strongly
influence the effectiveness of sustainable supply management. Here, a long-term and pro-
active vision is seen as the successful approach. With the sixth fundamental driver of SSM,
organisations should also identify the barriers and hindrances which can deny or slow down
the process of implementing sustainable supply management. The internal barriers can be
the top management’s unwillingness to deploy sustainable supply management practices,
company’s financial instability, internal capabilities and resources and other factors. These
can also extend to a supplier which confronts the same issues, creating additional external
barriers. The final driver which organisations need to consider in realising SSM is related to
the identification of benefits and motivation linked to sustainable supply management. As
Ageron et al. state, SSM benefits can include increased customer satisfaction, innovation,
quality, risk management and control of costs among others. The scholars add that
companies need to also consider which particular benefits of SSM they choose to target,
which then is further linked to the type of sustainable initiative the company should choose

to implement. (Ageron et al. 2012)

2.5 Supply chain transparency

As the earlier examination of EU legislation leading up to the CSRD already suggests, legal
frameworks, investors and other stakeholders have increased the demand for companies to
report detailed information across their entire supply chains. Furthermore, it is often to the
best interests of the company to have visibility in their supply chain operations to ensure
quality, delivery times and other supplier competencies are up to standards (Yao & Zhu,
2020). Therefore, it can be argued that supply chain transparency has started to become an

important concept for organisations to manage.
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Even though supply chain transparency has already been differentiated from supply chain
visibility, research strongly supports that visibility should be considered as a one of the two
core elements of transparency (Morgan, Richey & Ellinger, 2018), as its main purpose is to
communicate information to stakeholders (Morgan, Gabler & Manhart, 2023). Visibility is
even further inspected by some scholars, as Somapa, Cools and Duallert (2018) define three
main characteristics of visibility, which are quality, accessibility, and the usefulness of
information. The second core element to transparency is traceability (Morgan et al. 2018),
which is strongly connected the monitoring of current and prior system activities like product
tracking and in the modern day heavily supported by advancing technology (Morgan et al.
2023).

Previous research shows that there are distinctive aspects of traceability and visibility
identifiable from companies’ operations to provide transparent supply chains. First of these
is the disclosure or otherwise open communication of supplier information. As Sodhi & Tang
(2019) suggest, companies especially in the apparel industry utilise the disclosure of
information from all supply chain tiers to set themselves apart from competitors. One of the
most notable examples of this approach is from Nike, who in 2005 in reaction to the
controversy of them being linked to child labour started to publicly disclose its Tier-1
supplier base information (Doorey, 2011). Similarly, companies have also started to provide
information to stakeholders about the environmental impacts of its Tier-1 suppliers, such as
GHG emission figures, pollutions, energy consumption and other data (Sodhi & Tang,
2019).

To preserve company image, businesses have also started to disclose information about how
the standards for Health, Safety and Environmental (HSE) regulations in a workplace
extends across the entire supply chain. As Sodhi & Tang (2019) explain, this means that
companies utilise various approaches like supplier audits to ensure that the working
conditions (factories) of their suppliers meet the expected HES standards and communicate
it to the customers for increased assurance. Assurance in general is also an essential aspect
of traceability. Sodhi & Tang (2019) write that since traceability is all about a company’s
ability to trace the materials used in production all the way from its upstream origin,
businesses like Patagonia can capitalise on this opportunity. Patagonia for example offers

assurance to its customers with a traceability process which proves that the original source
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of materials used in their products are not linked to any kinds of ill-advised practices (Sodhi
& Tang, 2019).

Transparency in supply chains can also provide other benefits for companies and expand to
specific dimensions. For instance, the research from Wadhwa, Mishra, Chan, and Ducq
(2010) showcases the potential of cooperation and information sharing in a supply chain,
which is referred to as information transparency. Through information transparency,
companies can gain improved service time performance, which Wadhwa et al. describe as
one of the key performance indicators for supply chains (Wadhwa et al. 2010). By examining
specific industries, the research from Bastian and Zentes (2013) describes that supply chain
transparency can offer numerous improvements in the operations of an agri-food supply
chain, including increased performances in social, ecological, and operational indicators, but
also better results with long-term relationships. Furthermore, strong supply chain
transparency is commonly linked to supply chains which perform well on sustainability

indicators as proposed by Schéfer (2023).

Businesses can utilise various methods to boost their supply chain traceability and visibility
to improve transparency as a whole. As suggested by Schéafer (2023), companies should first
identify supply chain transparency by exploring the three dimensions which indicate its need.
These dimensions explore the arguments to what aspects of the supply chain the company
should be transparent about, and to which entity or entities is the transparent information
intended (Schafer, 2023). Other scholars offer more practical methods. The first of these is
supplier audits, which is a commonly used by buyers to monitor their immediate suppliers
and ensure that agreed practices are being implemented (Kraft & Zheng, 2021). Kraft &
Zheng however suggest that the standard process for auditing may not be sufficient to boost
transparency across the supply chain due to the statistically lack of reliability with first tier
supplier audits, and companies should exercise approaches to improve audit efficiency.
These can be the reduction of a supplier base to improve oversight, partnering up with Non-
Governmental Organisations (NGO’s), local trade unions or other independent auditors, join
forces with other companies to participate in joint audits and publicly sharing audit results
through trusted third-party service providers. Kraft & Zheng highlight that strong
collaboration, trust between buyer and supplier and commitment are needed for

implementing these approaches. (Kraft & Zheng, 2021)
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The second method to improving supply chain transparency is for businesses to understand
the restrictive elements which may affect the effectiveness of transparency (Kraft & Zheng,
2021). As many studies have pointed out, developing technologies like the Internet of Things
(1oT), blockchain (Francisco & Swanson, 2018) and data analytics especially in the supply
chain (Zhu, Song, Hazen, Lee & Cegielski, 2018) hold significant potential to improving
supply chain transparency. However, as many supplier bases exist in environments with
lacking capabilities to utilise sophisticated technologies, organisations need to overcome the
infrastructure barriers to fully implement the usage of technology (Kraft & Zheng, 2021).
Another hurdle identified by Kraft & Zheng is misalignment across the supply chain. Since
a meaningful part of traceability and visibility is the availability of information and
commitment to mutual goals, supply chains where information flow is poor, and the
objectives are not aligned can be especially vulnerable to misalignment. This indicates that
buying organisations have a large responsibility in uniting their suppliers and exploring
incentives or other methods to build trust and commitment to with its supplier base and
ultimately encourage supply chain transparency. Other studies also seems to emphasise trust
and collaboration in supply chains to boost transparency, as the research by Brun,
Karaosman and Barresi (2020) show that if level of trust and collaboration in supply chains
are in high standards, visibility will be positively affected which further improves

transparency as a whole.

2.6 Supply chain compliance

Durakbasa and ¢yilmaz (2021) inform that the concept of compliance has often been linked
to companies and operations which are under significant legal scrutiny, or the business has
otherwise a high chance of colliding with socially, ethically, or environmentally
controversial issues. Today, compliance continues to expand to more extensive dimensions.
According to Durakbasa and ¢yi1lmaz (2021), corporations have started to accept the mindset
of not only doing business for the benefit of their shareholders, but also for the benefit of all
of its stakeholders including customers, workers, suppliers and the affected communities and
environment. This transition has resulted in the concept of supply chain compliance, which
Durakbasa and ¢yilmaz describe as the process of ensuring that the relevant legal standards
are being followed across the supply chain, including the operations and processes of all of

its suppliers. (Durakbasa & ¢yilmaz, 2021)
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A key component to supply chain compliance is the monitoring and management of suppliers
and ensuring they comply with the agreed standards and laws, to which studies have
differentiated the process as supplier compliance (Bremer & Udovich, 2001). For the
effective management of supplier compliance, previous studies show different approaches
for companies to ensure that their suppliers follow the set standards. According to Grimm,
Hofstetter and Sarkis (2016), supplier compliance can be generally divided into supplier
assessment and collaboration. The scholars suggest that distinctive characteristics of supplier
assessment include the request of sustainable certifications, the process of supplier selection
and evaluation which align with the organisation’s sustainability approach, and the
monitoring of suppliers and utilising third-party auditing programs (Grimm et al. 2016). In
supplier collaboration, organisations should explore various supplier development programs
which are meant to support the supplier and develop its capabilities (Grimm et al. 2016: Bai
& Sarkis, 2010).

Other studies also provide contribution for improved supplier compliance. Chen and Lee
(2017) suggest that although auditing systems can be beneficial to providing better supplier
monitoring and therefore supplier assessment, it alone may not be sufficient. The study
suggests that an even more effective approach to be used with auditing would be to offer
contingency payments to the suppliers as an incentive instrument (Chen & Lee, 2017). A
reward-based approach is also proposed by other scholars. A study by Porteous, Rammohan
and Lee (2015) implies that suppliers would be more motivated to focus on improving their
social and environmental activities if approached by incentives like increased business

opportunities or training programs.

Another arguably emerging element in supply chain compliance would be the process of due
diligence. The European Commission describes due diligence as processes which companies
should utilise to prevent, identify, mitigate, and manage their actual and potential adverse
impacts of their business operations (European Commission, 2024), and in the context of
supply chain compliance due diligence is often noted as a key concept. The concept of due
diligence is regularly applied especially in supply chains which are involved with conflict
minerals (tin, tungsten, tantalum, and gold), and as the study by Marissa (2022) implies due
diligence processes can be a key factor in reducing risk of sourcing conflict minerals

connected ill-advised practices.
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Prior research also suggest companies to initiate due diligence regarding human rights. Hess
(2021) implies that the benefits of applying due diligence link to improved organisational
performance like working conditions, but companies are in the future legally obligated to
comply with due diligence. As the European Parliament recently informs (2023), a new
directive will be implemented within the EU which enforces the required use of due diligence
by large organisations to mitigate the risks to human rights and the environment like child
labour, slavery and other sever labour exploitation. This can be viewed as the sufficient
example of supply chain compliance, as the EU will impose penalties to those organisations

who are evidently non-compliant to the obligation (European Parliament, 2023).
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3 Methodology of research

This part of the thesis is designed to provide an overview of the selected research
methodology and approach. A more detailed illustration of the research methodology
process is also provided to visualise the approach. Additionally, a clarification to the data
collection methods and how the final data analysis will be conducted is explained. This
section will conclude with an attempt to critically assess the validity and reliability of the

research.

3.1 Approach to qualitative research

Busetto, Wick and Gumbringer (2020, 1) provide a sufficient explanation to the definition
of qualitative research, which is stated as “the study of nature of phenomena, including their
quality, manifestations and context in which they appear in.” As the authors simplify, a
qualitative research generally consists of data which is described in the form of words, rather
than numbers (Busetto et al. 2020). Other studies also offer distinctive fundamentals to
qualitative studies, as Taylor, Bogdan and DeVault (2016) explain, one of the most important
aspects of a qualitative research is to provide enough information regarding how the study
was conducted and allow the reader to easily interpret and differentiate its context. Other
notable elements of qualitative research highlighted from the study include a thorough
explanation of methodology, providing a theoretical perspective, and explaining the design
of research. (Taylor et al. 2016)

Data collection and data analysis are also an integral part of a qualitative research. According
to Busetto et al. (2020), data collection in a qualitative research is usually compiled of or
with a combination of the analyses of prior literature, professional observations, organising
predesigned focus groups, and conducting semi-structured interviews, from which the author
selects the appropriate approaches. The data included in the qualitative research can also be
analysed with different approaches, and for this, practical examples relevant for this research
have been selected, which are visualised below in Table 2. Thorne (2000) offers the first
example, which is described as constant comparative analysis. In this approach, the study

looks to take a single set of data like that from an interview or previous research, and
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compare them to other findings to emphasise comparisons, similarities, or differences. This
can also be commonly referred to as grounded theory (Thorne, 2000) to which the

conducting of in-depth interviews can be closely linked (Dworkin, 2012).

A second notable data analysis method from Thorne (2000) would be narrative and discourse
analysis. With these methods, the study seeks narrative similarities usually from interviews
to recognise patterns between them and provide further explanations to what the respondents
are actually trying to say. A third meaningful approach to analysing data in a qualitative
study is the coding of data into more tangible objects, like allocating them into themes or
labels. (Busetto et al. 2020)

Table 1. Data analysis methods.

Comparative analysis Comparing a dataset to another for
emphasis

Narrative & discourse analysis Recognition of narrative patterns

Data coding Connecting available raw data into
tangible terms

Thematic analysis Creating distinctive themes from
interviews

From the aforementioned data analysis methods, it can be argued that one of the most
effective approaches to especially analyse interviews is thematic analysis. According to
Clarke and Braun (2017), thematic analysis enables a systematic and accessible process for
creating codes from qualitative data, and through which generating themes. Clarke & Braun
(2017) state that the main strength of thematic analysis is its flexibility, as it can be applied
almost regardless of the research question, data sample size, collection methods or
approaches, and helps the study to identify patterns to support its main statements. The
strengths of thematic analyses is also mentioned in other studies, as for instance Alhojailan
(2012) suggests that thematic analysis helps to create links between evolving themes, and
Joffe (2011) proposes that it can be applied to any theoretical outlook. Hence, its usage in
this research is also justified.
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3.2 Data Collection & analysis

The primary data collection method utilised for this qualitative research was through the
conducting of semi-structured interviews. As suggested by Taylor (2005), interviews have
been recognised as the most common method for data collection in qualitative research.
DiCicco-Bloom & Crabtree (2006) add that the use of semi-structured interviews has
reportedly been the most utilised interviewing technique, thus supporting the nature of this
research as well. The purpose of the interviews was to gather insight from professionals and
provide depth and answers to the research question and investigative questions respectively
and provide underlying themes to the data analysis. It should be noted that even though the
questions designed for the interview were created in English, the language chosen for the
interviews was primarily Finnish due to the interviewees being also Finnish, and for the sake
of data quality, this approach was seen as the preferred as the better options to the author.
The results of the interviews and answers provided were transcribed into English to the best

knowledge of the author.

The chosen target group for the interviews was mostly focused on large Finnish-based
companies which need to adapt to the new CSRD standards. The criteria for the selected
interviewees was concentrated on representatives who work closely with sustainability and
supply chains, and since the CSRD is strongly linked to sustainability reporting, compliance
and materiality assessments, it was important to target company representatives who have
had a sufficient amount of experience in these fields. Even if the primary focus of this
research was scoped to concern companies who fit the criteria of being affected by CSRD
first, during the data collection process it became clear that it would benefit the research to
gain perspectives from other sides as well. Therefore, this study was keen on finding out
information from companies who are either still preparing to comply to the CSRD standards
but will be involved in the later stages, but also from organisations who can provide a more
external point of view to the topics at hand. Thus, one interview was directed to a large
organisation which is not legally obligated to report under the CSRD in 2025 but will be in
the later years, and one interview was arranged with a company representative who works
in ESG asset management. The questions were centred around the main elements of the
theoretical overview, including topics linked to the CSRD regulations, sustainable supply

practices and other critical aspects of sustainable supply chain management. The interview
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was structured as an open-ended interview, and the questions were designed to create
discussions with the interviewee and give them the possibility to properly communicate their
thoughts concerning the subjects at hand. Ultimately, eight comprehensive interviews were
conducted which lasted 35 minutes on average, where two of the interview results was

gathered from the same company.

To put the results of the primary data into improved context, Table 2 was created to visualise
the main characteristics of each company selected for the interviews and portray the
experience of each company representative in sustainability or supply chain -related roles. It
is also important to note, that by respecting the wishes of the interviewees, the names of the
companies and company representatives will remain anonymous. To differentiate the results
between the interviewed companies, a general name for each has been given accordingly in
Table 2, however a general description of their operative industry and roles of each company

representative are also listed.

Table 2. Identification of the interview participants.

Name of the company Operating industry Role in the company  Sustainability or
supply chain
experience

Company A Communications Head of Sustainability 4 years

infrastructure

Company A Communications ESG Controller 2 years

infrastructure

Company B Electricity distribution Head of Sustainability 10 years

Company C Trading sector Senior Sustainability Almost 14 years

Manager combined

Company D Asset management & Director, ESG & 12 years

Corporate finance Sustainable technology
Company E Oil & Gas Sustainability manager 7 years
Company F Telecommunications Sustainability manager 5 years

As suggested by prior studies, thematic analysis has been a well-established method to
analyse qualitative data, therefore it was selected as the primary data analysis method for
this research. To follow the core principles of thematic analysis, the study by Nowell, Norris,
White and Moules (2017) can propose sufficient guidelines to how the steps of a thematic
analyses should be executed and can therefore provide trustworthiness to a research. These

steps are visualised in Figure 7, including the characteristics of which can support the
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trustworthiness of the data analysis method. For the purpose of this research, the most

relevant characteristics were applied and included in the visualisation.

Phase 1: Phase 2: Phase 3: Phase 4: Phase S:

Phase 6:
Familiarisation = Generating the *| Identification *| Reviewingof * g‘:ﬁiﬁm‘% fatl}i - Report
of the data initial codes of themes the themes the%n o production
Prolonged data Use of coding ii:ﬁ:::iin of the Triangulation Triangulation Description of
Engagement frameworks themes g the processes linked
Sufficient data to data coding &
analysis

management

Figure 7. Phases and characteristics of thematic analysis, adapted from Nowell et al. (2017)

As indicative from Figure 7, the first phase of the thematic analysis suggested by Nowell et
al. (2017) is the process of getting familiar with the available data, which in a qualitative
research is usually the answer results of interviews. The authors also imply the
characteristics of trustworthiness in this phase, of which extensive engagement with the data
and sufficient data management were also utilised in this research. In phase 2, it is suggested
to start then generating the initial codes emerging from the interviews, in which the use
coding frameworks is seen as one of the more important characteristics. For this study, the
approach to the coding framework was based on identifying common key words and topics
presented by the interviewees, which could be regarded as meaningful to the overall study.
Phase 3 consists of the actual identification of the themes, to which the authors highlight the
importance of rationally connecting the themes together. (Nowell et al. 2017) This research
picked up on the ideas of Nowell et al. by identifying themes into specific categories, which
naturally emerged from the key words and topics of Phase 2, and ultimately linking them to

broader themes and subtopics.

With phases 3 and 4 where the themes are reviewed, defined and named, Nowell et al. (2017)
suggest triangulation as one of the main virtues of communicating trustworthiness in a
qualitative research. Triangulation can be explained as the utilisation of various sources and
methods in a qualitative research in order to fully comprehend phenomena (Patton, 1999),
such as the use of interviews, observing them and drawing conclusions (Carter, Bryant-
Lukosius, DiCenso, Blythe, Neville, 2014). These characteristics were also reflected on this

study, as after the interviews were conducted, the data was thoroughly assessed to bring out
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the most relevant aspects and visually summarised in the next section. The final phase in the
process of thematic analysis is the final production of the report or study, in which Nowell
et al. (2017) characterise that to support the study’s trustworthiness, the process behind the
coding and analysis of data should be thoroughly described. This has also been the intention
of this research.

3.3 Validity and reliability of the study

To determine the characteristics of how the validity and reliability of a study can be assessed,
the two concepts should be separated as although they appear in similar contexts, both offer
individually different meanings. When reliability is considered, many scholars imply that
the term reliability in a qualitative research can be even misleading (Stenbacka, 2001) and
Golafshani (2003) therefore proposes that reliability should be discussed in other terms. In
relation to this, Golafshani (2003) highlights that dependability would be more appropriate
as Lincoln and Guba (1985) have previously linked it to reliability in quantitative research
approaches. However, Lincoln & Guba (1985) also state that validity cannot be fully
explained without reliability which is why it still holds its place in qualitative research.
Ultimately, reliability according to the thoughts of Long and Johnson (2000) can be linked

to the consistency and dependency of a measuring instrument.

When it comes validity, numerous scholars offer different insights. Firstly, Maxwell (1992)
presents that validity in qualitative research can be a complex concept, as the study divides
validity into descriptive accuracy of the research, interpretive validity, theoretical
connection, generalisability and evaluative validity. Whittemore, Chase and Mandle (2001),
extend these thoughts by presenting that validity can be differentiated into elements which
form the primary and secondary criterion of validity. According to the scholars, primary
validity criterion are attributes which showcase the authenticity, credibility, integrity and
criticality of the research, whereas secondary criteria supports the research’s creativity,

thoroughness, explicitness, vividness and compatibility (Whittemore et al. 2001).

As indicated by earlier studies focusing on the two concepts, together, viability and
reliability indicate how consistent the usage of measurement instruments in a research has
been, and how well the measurement instruments provide results. Similarly, according to

Nowell et al. (2017) the trustworthiness of a research can also be a good determination to
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show if a research can offer meaning to the reader, which is further categorised into elements
of research credibility, transferability, dependability, confirmability and audit trails (Lincoln
& Guba, 1985). In the context of thematic analysis, trustworthiness can be supported by the
distinctive approach to thematic analysis as earlier suggested by Nowell et al. (2017), by the
guidelines of which this research also looks to follow.

Overall, it can be mentioned that this research looked to support the main elements of
research validity and reliability as suggested by other scholars. The process behind thematic
analysis has been clearly presented, and the preferred best practices suggested by existing
literature are mainly followed. The results of the empirical data collection also support the
definition of validity and reliability, as the measurement of data was consistent with the
semi-structured interviews, which looked to gain insights from multiple perspectives while
still remaining the intended research boundaries. Additionally, the interview participants
have a credible combination of professional experience in their respective positions, offering

significant additions to the trustworthiness factors of the study.
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4 Empirical results

In this part of the thesis, the results and answers of the interviews will be presented in more
detail and categorised into distinctive themes. Firstly, a description of each company and
company representative will be given to provide additional information and background to
what types of companies and industries the interviews were primarily focused on.
Afterwards, as visible from Appendix 1 which showcases how the interview and its
questions were constructed, this sections breaks down the main results of the interview into
specific themes. The themes are designed to support the main research question and its sub-
questions and more specifically, each subsection after the case company descriptions will
look to describe which types of answers the companies provided regarding their supply
practices, sustainable practices and capabilities related to the CSRD. To portray and simplify
the results of the interviews, under each theme the most relevant keywords and comments

presented by the interviewees are visualised by different figures.

4.1 Description of the interviewed companies & interviewees

The earlier representation of Table 2 already offers a brief overview in which types of
industries the case companies operate in, and in which types of roles the interviewees are
currently working. Additionally, the description of each interviewees experience in
sustainability or in the supply chain as Table 2 shows can provide added meaningfulness to
the interview results. It is important to mention that to respect the companies’ wishes of
remaining anonymous, each company will be described only at a very general level to still
give an improved understanding of their position in the sector without revealing specific
information to which the case company could be linked to.

Case company A can be considered as a moderately large multinational organisation and is
one of the most meaningful service providers linked to telecommunication networks
infrastructure. The services the company offers can include the planning, designing, building
and securing of operations which enable the functioning of telecommunications networks,
and can be further divided into communication and power services. As a large organisation,

the company has set multiple targets related to sustainability, and is large enough in terms
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of turnover and number of employees to fit the CSRD criteria, which were the primary
reasons for including them into the interview process. To gain an added perspective from the
company, the author managed to arrange two interviews from Case company A. Both
interviewees are currently strongly involved with sustainability yet managed to provide
sufficient insights to supply-related questions as well, as for example the Head of

Sustainability from Company A has also been working previously in business development.

As for Company B, they are one of the largest distributors of electricity in the Nordics. Even
though the company by its turnover and size should fit under the criteria of being one of the
companies report under the CSRD in 2025, but since they are not a listed company, they are
excluded from the first wave of companies needing to report under the CSRD. Still, the
author made the justification to include them into the interviews to create comparison and
gain different perspectives. The industry in which the company operates is impactful, and
even if they are not officially part of the first wave of the CSRD, the responses can offer
indication to if companies similar to case company B are already preparing to comply with
the ESRS standards in the near future. The interviewee from Company B has had a long
career within the organisation and has been working in various roles related to sustainability,

so the professional insights to the discussions during the interview was strongly apparent.

Company C can also be considered as a large organisation and is one of the most significant
forerunners in the Finnish trading sector, operating in multiple different trades like building
and technical, sports and groceries among others. The company has a dedicated focus for
domestic production, and has established extensive policies, standards and targets where
sustainability is considered as a priority. The representative of Company C has had a vast
career, including years of experience of working with procurement and most recently, with

sustainability.

To diversify the company selection for the interviews, Company D was approached to gain
the perspective of a company operating in asset management and corporate finance. While
Company D itself is not legally obliged to report under the CSRD until 2026, as the company
specialises in asset management of various companies, investing in both listed and unlisted
companies that report their practices, policies and goals to them, they can offer a more
holistic point of view on what the investors expect from companies across geographies,
different industries and stages of development. More specifically, it was important for the

purpose of the research to conduct an interview with a representative who is focused on
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sustainable investing and ESG-related asset management. Therefore, the interview was
conducted first from the perspective of the Company D, and afterwards the interviewee was
asked to answer the questions from a general lens which incorporates an overview of the
companies which’s funds the Director of ESG Sustainable Technology manages. The
interviewee has had a long career in sustainable investing including over ten years of

experience in the field.

Company E is also another company selected for the interview process which is a large
multinational organisation. Even though the company operates in the oil and gas industry,
they have strong initiatives and targets which focus on sustainability and utilisation of
renewable resources. The representative of company E has been with the organisation for 7
years, and throughout that time has been closely involved with sustainability, supply chain

compliance and value chains.

The final case company selected as a part of the data collection is Company F, and they are
also considered as a large organisation with operations in multiple countries, making them
legally obligated to start reporting under the CSRD in 2025. Company F is one of the largest
service providers of telecommunications and networks in Finland, offering services both to
companies and individual consumers. The representative from Company F has been with the
organisation for many years working in various roles, and sustainability has been now their

focus for five years.

4.2 Theme 1: Current supply practices of the case companies

The first main results of the interviews are concentrated on the current supply practices of
the case companies. The questions linked to this theme apparent from the interview form of
Appendix 1. discuss how the case companies approach sourcing and supplier management,
and how these approaches are aligned with the size and nature of their supplier pools.
Furthermore, they provide implications to how supply strategy is formed within these
organisations. These questions were mainly designed to provide background information to
the more in-depth analysis of how the CSRD can impact the supply strategies of companies,
but also to already provide indication if elements of sustainable supply management can be
identified. To showcase the foundations of supply strategy from the interview results, it is

necessary to first identify the main characteristics of the upstream supply chain of the case
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companies. More specifically, the interview results present information regarding the
suppliers’ geographical locations, general number of suppliers the companies have, and with
which types of suppliers the case companies operate with. The analysis of the interview
results then progresses into sourcing, and this research looks to examine how the case
companies approach supplier selection and supplier relationship management.

4.2.1 Supply chain structures of the case companies

The analyses of the interview discussions suggest that the companies’ have diverse supplier
pools, located mainly within the EU but also extending to all around the globe. As Figure 8
indicates, the supply of case companies B and D is mostly domestic or coming from within
the EU, even though in some occasions they also use suppliers from other regions. For
instance, company B explains that roughly 80% of their Tier 1 and 2 suppliers come from
Finland, and overall 90% are located within the EU, but from beyond Tier 3 there are
suppliers in their chain which are located also outside the EU. In case of company D, they
do not have many suppliers being a company focused on asset management, but from an
asset manager perspective of the interviewee, there is involvement with companies who
themselves can have global supply chains. For example, company D manages three real
estate funds directly, which incorporates a large supply base concentrating on development
projects and real estate management services. This suggests indirect involvement of
company D with suppliers from various regions, as their performance will be then reflected

on the ESG reporting output of Company D.
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Figure 8. Characteristics of the case companies’ supply chains & supply pools.

In the case of case companies A, C, E and F, the supply chains are global and often including
suppliers from multiple regions. Company A being a multinational corporation where its
procurement is decentralised to country units has suppliers across Europe, but due to their
business being reliant on certain materials, they also have suppliers in Asia. Same thing can
be noted from the supply structure of Company C. As the representative of Company C
explains, although the majority of their direct suppliers are domestic and come from the
Nordics, their value chains still extend to all parts of the globe. The supplier network of
Company E is also global, as they are one of the largest operators in a raw-material
dependant industry, so their supply chains naturally extend to multiple regions. Finally, the
interviewee of Company F estimates that they have anything from between 200-300
suppliers who the interviewee believes are relevant to their business, and for example have

suppliers all the way in Asia.

The case companies have also established several categories to distinguish their different
supplier types. Company A categorises their suppliers into subcontractors, material suppliers
which are either direct product manufacturers or wholesalers and indirect suppliers. The
interviewee from case company B also informs that they have identified similar supplier
categories, which differentiates service suppliers and material suppliers. As for Company C
which operates in multiple different trade sectors, they have naturally identified multiple
different supplier categories according to each sector, and within each sector the suppliers

are even further divided into specific groups.
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The supplier categorisation of Company D should be viewed from the two levels as
mentioned earlier, as from the company’s own perspective the suppliers mainly consist of
IT services, providers of office supplies, business travel and financial transaction services.
From the perspective of the asset manager however, as the types of suppliers which are
linked to each division under the asset manager’s area of responsibility vary, no clear
categorisation of suppliers can be accurately determined. Case Company E has the most
variance in their supplier categorisation, as in addition to their raw-material product
suppliers, ready-made product suppliers, plantations and manufacturing facilities, the toll
controls, harbours and other logistics providers are also included into their network of
suppliers. Finally, even if Company F is one of the largest organisations in the interview
group, they are able to simplify their supply pool by categorising their supplier into just three
main groups, which are hardware suppliers, service suppliers and infrastructure

subcontractors.

4.2.2 Approaches to sourcing and supplier management

The second part of the interview results concerning the current supply practices of the case
companies can be more closely attached to how the companies generally approach sourcing.
More importantly, in the process of data collection, the interviews unlocked the viewpoint
to what the case companies see as the most important qualities a supplier may possess, and
what can be determined as the preferred criterion or criteria for which a supplier is selected,
or their partnership is continued. The first set of the most common supplier characteristics
which the case companies noted as the primary reasons for selecting the supplier were price,
quality and reliability. These were evident from all of the seven interview discussions as
Figure 9 shows, with some variance between the companies to which of the three
characteristics were highlighted above other. Company A noted that especially with
subcontractors price is an important factor, while companies D and E noted that price is a
generally viable characteristic for a supplier to have apart from the supplier type. The virtue
of quality was also noted as a general characteristic preferred from all suppliers, although
Company E highlights it as an especially important aspect. When it comes to reliability
aspects of the supplier, Company A emphasises the importance of material security and
delivering on agreed index cycles with their material suppliers, and with their indirect

suppliers they want to also know they can rely on them to deliver what has been promised.



48

For Company E, reliability is seen as one of the foundations for preferred supplier qualities,
and from their perspective the geopolitical developments happening currently in eastern
Europe have impacted them to reconsider some parts of their supply processes to ensure that

the steadiness of supply is possible.
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Figure 9. Preferred supplier qualities and reasons for supplier selection.

The second notable supplier quality and reason for a supplier selection which emerged from
the interviews was the importance of focusing on long-term supplier relationships, and
supplier collaboration. The representative of case company C highlights, that they have a
strong focus to build long-lasting relationships with their suppliers, where one of the desired
outcomes is also mutual benefits to both parties. This is because Company C believes that a
good and trustworthy supplier will benefit them in the long-run, and more importantly, the
industry they operate in and the products they offer to their end customers are heavily reliant
on the quality of their supplier network. The interviewee form Company E also mentions the
criticality of strong supplier relationships. From their perspective, the competition especially
for ready-made products in their industry is constantly increasing, which implies that it is
extremely important to build strong and long-lasting relationships with the suppliers linked
to these types of products in order to maintain market position. An external point of view is
also provided by the interviewee of Company D, as according to their experience, they have
seen noticeable success in the retail industry with companies who have taken a long-term

approach to supplier relationship management.
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The third supplier characteristic which the case companies viewed as an important factor for
supplier selection is the suppliers ability to showcase sustainable attributes and comply with
the ESG-related standards set by the buying organisation. Case company B for instance has
relatively strict standards and minimal requirements concerning human rights violations
which their suppliers have to comply with, by which Company B looks minimise their own
supply chain risks. The need to minimise human rights related risks is also strongly
emphasised by interviewee of Company D, especially from a perspective of an investor. As
the interviewee of Company D explains, human rights has become a major focus area in
recent years, as it is critical to the reputation of the company, but also from the perspective
of long-term cost and access to supply: “Areas where human rights issues are identified have
constantly become more under international sanctions and embargos.” Company D’s role as
an asset manager is to also conduct regular queries to their investee companies, what they
then utilise to monitor if the companies have human rights policies approved by their board
of directors, are their due diligence processes in place to identify, prevent and mitigate
human rights risks and violation, are their other protocols which enable to deal with
emerging violations, and does the company have policies to prevent and monitor human
trafficking. The interviewee of Company D summarises that forced labour, human
trafficking and modern slavery are issues which almost every company face in their supply

chains, and violations will lead to divestments.

Generally, sustainability was noted as an important attribute also from the other companies
who participated in the interviews as also highlighted by Figure 9. The representative of
Company E states that they have high concentration towards selecting suppliers with
sustainably acclaimed backgrounds particularly with their raw-material products, and
Company C emphasises that their private label which has been in development for a decade
is dedicated to have a sustainable supplier network. Interviewee from Company F has
noticed the trend of sustainable supplier selection as well, which to their opinion originates
also from the demands and requirements of their own customers in addition to the company

wanting to promote their own sustainable initiatives as well.

The next supplier virtues influencing the case companies’ sourcing decisions can be
connected to those characteristics which emerge from supplier background checks, which
was a commonly used practice among all interviewed participants visualised by Figure 9.

More specifically, there was some connection to the importance of economic stability and



50

reliability, and credibility in general. Although the standardised process of background
checks evaluating was apparent in all discussions, some companies specifically highlight it.
This was for example noticeably pointed out by the representative of Company A who
mentions that the company emphasises on thorough supplier background checks and credible
suppliers, and by the interviewee of Company E who notes that in their business and
industry, it is critical that the supplier is economically stable so that they can be sure of

regular supply flow.

In addition to the unanimous thoughts for preferred supplier qualities above, the interviewees
from Company A, B and F present other supplier virtues which the companies viewed as
important, although these were not mentioned by other interviewees. Still, it is necessary to
mention them. These miscellaneous supplier characteristics suggested by the representative
of Company A were flexibility, convenient payment terms and being easy to work with. The
interviewee of Company B also presents an element linked to sourcing and supplier
management which did not emerge from other interviews, yet should also be brought to
discussion, nonetheless. This can be considered as an example where the industry and
organisational form heavily influence what types of sourcing approaches the buying
organisation is able to make. In the case of Company B, they are under the jurisdiction of
public procurement, which as the company representative also points out, heavily impacts
the company’s supplier selection. As for Company F, their representative indicates that the
uniqueness of a products can sometimes be a determining factor for them and may ultimately
affect supplier selection.

4.3 Theme 2: Sustainable capabilities of the case companies

The next theme emerging from interview discussions is linked to the current sustainable
practices and capabilities of the companies participating in the interview process. This theme
presents the practical examples of how sustainability is overall visible within the company
and if it extends to their procurement strategy supply management practices, but also
discusses the case companies’ viewpoints on the process of implementing sustainable
initiatives across their organisation and value chains. As an overview, sustainability is

certainly considered as an essential aspect of all case companies’ supply and procurement
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strategies, although there is some variation to the boundaries of how economic, social and

environmental elements of sustainability are visible or implemented.

4.3.1 Levels of sustainability and methods to ensure sustainable supply management

Firstly, it can be noted that both social and environmental sustainability are well integrated
in all of the interviewed companies’ procurement strategies as indicated by Figure 10. In the
case of Company A, both interviewees agree that sustainability is a focus point of the
businesses overall business strategy, and although it is not a documented part of their
procurement strategy supported by policies or other standards, strong emphasis has still been
put to drive sustainable practices forward. One of the interviewees of Company A feels that
their company has been one of the forerunners and pioneers of the industry when it especially
comes to workplace Health Safety & Environment (HSE) management and social
responsibility, and this is also emphasised in subcontractor selection. The other interviewee
notes that they have set environmental-related targets linked to their supply chain, to which
regulations and legislation have been a partial driver. They have for instance made changes
in their fleet management by switching to either fully electric vans or utilising biofuels. The
representatives of companies B and C also highlight that social and environmental
responsibility have been an integral part of their procurement strategy, which are regulated
by standards and policies which their suppliers have to comply with. The external
perspective from the interviewee of company D highlights the importance of social
sustainability as presented by the earlier examples in the previous section, and with
Companies E and F, social and environmental sustainability can also be regarded as a
fundamental aspects of their procurement strategies as implied by the interviews.



52

Company C

i | i i ! i
1 1 1 1 1 :
‘ | : : ! i
1 1 1
] | Priority of focus | Social & 1| Social & | Social : Social & | Social &
£ ty ' : i
5 | : || environmental || environmental 1| sustainability is || environmental || environmental
g ! Industry pioneers || sustainability || sustainability || seen as a key topic | | sustainability : sustainability
S Specialised focus 1| integrated into ! integrated into || of interest to the | | Integrated into | | integrated into
1 .
g i on HSE -aspects : procurement strategy : procurement : investor ‘ls E procurement strategy : procurement strategy
s H : — || strategy || perspective | 1 :
‘= | | Sustainable targets || Sustainable policies & ! : — : Supplier Code of | | Supplier Code of
Z 0| set 1| standards 1| Sustainable policies |1 1 | Conduct | Conduct
© | : \| & standards : ! i
: : : | : |
ot TTmmm T T Tt T T rCTTTmmmmmm L e
i I i i 1
1| Supplier Code of ! Supplier Code of ! Supplier Code of | Supplier Code of |1 | Supplier assessments |, | Supplier assessments
g || Conduct | Conduct || Conduct i | Conduct is || (Electronic and : (Electronic and
E : - : - 1 - regarded || physical i | physical
& | Supplier ! Supplier assessments ||| Supplier || as a preferred 1| Audits + additional |} | Audits + external
g £ | assessments | (Electronic and || assessments | practice || audits) ' | auditing)
. . . . . I
E ic" | | (Electronic audits) |, physical audits) | (Electronic and \ | I
- I - || physical audits) ! 1| Supplier | | Initiating CDP
=< ! : Supplier development || : | development & I | questionnaires +
= i i i - ) .
£ ‘ 1 (imp roving supp lier \| Supplier 1 | | collaboration 1 conducting supplier
; 1 || capabilities) ! development 1 | | development
a 1 . . . ;
& i 1 1| (Extensive trainings | | Targeting ! | accordingly
: : : throughout the value : sustainability focus '
! ! !| chain) ! according to product ||
| | | 1 1 | & market position 1
| e !
1 1

Figure 10 also shows practical techniques and procedures which the case companies utilise
to ensure compliance, conduct sustainability assessments to their suppliers and ensure that
sustainable supply management is enabled within their organisation and supply chains. The
first most common technique identified from the interview results was the utilisation of a
supplier Code of Conduct (Or Code of Conduct for suppliers), which the companies use as
a binding framework for business practices every supplier working with the company needs
to agree on and comply with. This method is used by every case company except for
Company D, although from the perspective of Company D's representative, supplier Code

of Conduct was noted as a best practice to investors.

The second noticeable technique can be directly linked to the process of supplier
assessments, as almost all interviewees mentioned regular auditing or supplier screenings as
methods to conduct sustainability evaluations. Screening was seen as the main tool for
checking economic sustainability, although for example Company B sees it as a useful
method to evaluate subcontractors’ certificates as well. As for auditing, the case companies
conduct audits to gather more specific information about the supplier especially and
recognise potential risks related to environmental, social and governance. Depending on the
organisation, physical auditing and electronic auditing (or a combination of the two) was

utilised by almost every interviewed case company. Due to resource limitations and
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geographical limits, case company A initiates minimal physical audits, but a recent example
of regular electronic auditing on their behalf is sending out questionnaires to their most
relevant suppliers, through which they look to gather more detailed information from their
supplier network. Case Company B does mixed auditing to their Tier 1 suppliers every year
utilising, and are regularly experimenting with well-known frameworks like Ecovadis, and
have adopted the high standards of their physical auditing processes they had while being
earlier a subsidiary to a larger organisation. For Company C, auditing is a standard process
to them as sustainable supplier assessment has been their focus for many years. While in the
case of Company E auditing is also a standardised procedure across the organisation, the
interviewee points out that when it comes to their raw material suppliers, the company puts
prioritised focus by implementing additional sustainable audits directed to these suppliers.
For Company F, according to the interviewee they conduct numerous physical and electronic
audits every year, and because of the sheer size of their supplier pool, they also collaborate
with external auditors to gather information more effectively.

A third distinctive practice of ensuring sustainability within the supply chains of the case
companies is the different forms of supplier collaboration and supplier development. For
Company B, even if the interviewee implied strict minimal standards and requirements
which they expect from their suppliers, suppliers are still seen as collaborative partners so
unless severe violations are identified, they look to work with their suppliers to improve their
sustainable capabilities. Collaboration is also evident in the sourcing approach of Company
C, as for example in the recent release of their new supplier Code of Conduct, they set out
not only internal trainings but also trainings to their direct product suppliers to ensure that
they understand and follow the guidelines mentioned in the conduct. Additionally, the
purpose of supplier trainings also allows their Tier 1 suppliers to extend their knowledge to
their suppliers and suppliers of suppliers, which implies that sustainability training can be
conducted indirectly through multiple tiers. With Company E, as mentioned earlier the
competition in the industry can be considered one of the drivers to strive for good and
collaborative supplier relationships, but as the interviewee of Company E mentions, if purely
sustainability would be considered, the company’s capability to push sustainable standards
and requirements to their suppliers is dependent on product and position the company is
within the product market. Company F also showcases strong elements of supplier
collaboration to promote sustainability. The process of sustainability evaluation is started
through auditing and sending a questionnaire made by the certification organisation CDP,
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which is regarded as one of the most extensive sustainability questionnaires. Although this
gives premature indication to Company F about the starting level of a supplier’s
sustainability capabilities, the results are gone through together with each supplier so that
through knowledge sharing from both parties, developments can be made. Company F
monitors and manages this process by categorising suppliers into three levels, which indicate
that if basic elements of sustainability are visible, are their meaningful targets set by the
supplier or can they be considered as an exceptional pioneer of sustainability in their

industry.

4.3.2 Challenges of sustainability implementation

The next subtopic to the underlying theme of sustainability practices is connected to the
potential challenges or complications the interviewees feel influence the companies’
decision making, or otherwise creates hindrances to sustainability being implemented within
the company. For this subtopic, Case company D itself was not considered as a part to the
data collection, as according to representative’s perspective of an asset manager, this type of
information is not something which companies tend to communicate to its investors, and it
can be difficult to assess from an external point of view without being in contact with the
company itself. However, the interviewee did present comments which they thought could
be regarded as potential challenge for organisations they are working with. Additionally,
while Company F certainly recognises that driving sustainable practices in a large
organisation does not come without some complications, the interview did not result into

specific challenges which should be brought up to discussion.

Firstly, Companies A, B, C and E pointed out that organisational qualities like the company’s
internal processes, resources and values have a significant impact on how much sustainable
business practice can or will be initiated. One of the representatives from Company A
mentions, that even if they recognise that the company’s internal processes can imply that
sustainability has not always been the first priority when considering new approaches for
business development, the interviewee confirms that sustainability has fortunately started to
become a constantly more emphasised area of focus. This is partly because of other
stakeholders like their own customers pushing sustainable requirements down to them, and

regulations becoming more restrictive towards sustainability issues. Still, the interviewee



55

mentions that the progress within the past few years has been trending upwards and the
benefits of incorporating sustainability more into their business can be seen. The Head of
Sustainability of Company A also highlights, that sustainability has to be embedded into to
company culture and become genuinely one of its key values so change can happen, as it has
become in their case. This has not been a simple task for Company A, as the interviewee
notes that in their line of work there is high employee turnover and workers coming from
various backgrounds creating microcultures, which can impact on how fast changes are made
internally. Finally, the ESG controller of Company A mentions the issue of resources and
aligning those resources with the industry standards, as they feel that it can be difficult to
allocate resources so that the company’s own targets are achieved, but simultaneously

comply with the regulations concerning the whole industry.
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Figure 11. Aspects creating challenges in the implementation of sustainable initiatives.

As for the other case companies visualised in Figure 11, Company B notes that some of their
current processes may need further development to enable sustainable practices more, as for
example since the number of individual subcontractors they utilise are increasing, and their
material value chains are becoming more complex, new competencies and resources are
required to make more standardised and efficient sustainable actions. For Company C, the
internal challenges can be linked to the size of their organisation. As the interviewee of
Company C explains, whenever new procedures or processes for example those linked to

sustainability are implemented, it requires confirmation from various organisational levels,
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and with their company being as large as they are, it can be easily imagined that the levels
are many. For this, the process of implementation can be slow, and can take even years. A
mention from the interviewee also includes that it can be difficult to improve on this,
although setting a clear roadmap where the targets and boundaries are clearly identified helps
the process to be completed more efficiently. As for Company E, their representative also
highlights the importance of embedding sustainability as a part of company culture, as they
feel that in their organisation the genuine interests of upper management create more
opportunities for the company to promote sustainability in their industry and set targets to

which they are genuinely committed to.

The second challenge or complication some of the case companies identified were general
challenges related to the company making the right business decision. The representative of
Company B first points out that whenever new directives or other legal or non-legal
requirements linked to sustainability are introduced, it also means that most likely supplier
contracts for instance need to be updated as well. The interviewee presents a concrete
example of a scenario when for instance carbon footprint targets are being agreed in a
supplier contract, it can be challenging to determine what sort of incentives or penalties are
rational to propose if the targets are not met. This can influence the decision-making process
of for example when companies want to set new targets in their supply chain. Another
mention from the interviewee was that the same example can be applied to social
sustainability and human rights, as for instance living wage has become a more discussed
topic in their industry.

Aside from the comments of the representative of Company C linked to the multi-layered
process of business implementation, they do not mention a second major complication from
the perspective of their company but make a general note that companies who have not done
for example sustainability reporting before might face challenges in creating processes to
comply with the upcoming regulations like the CSRD. Although, in the position of Company
C, the interviewee feels that standardised and legally binding reporting frameworks are a
positive aspect as it will involve more business units in the process. Generally, if a company
does not have experimented on any previous processes, they might run into some issues wile
adopting to the new standards. The representative of Company E respectively reflects the
challenge of making the right business decision on competition, and market environments.

According to the interviewee, as the competition in their industry grows stronger, businesses
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like them have to start to balance more between financial profitability and sustainability.
Although in some cases justification for sustainability can be more easily validated as in the
example of the company procuring materials from a high-risk country, but ultimately the
interviewee thinks that sustainable decisions should always be aligned also with the overall
business plan of the company so that both financial and sustainable aspects are in sufficient

balance.

The representative from Company D presents some final thoughts to this topic by explaining
the importance of data management, and possibilities of artificial intelligence. From their
point of view, the company is interested in especially the quality of data and its reliability,
as artificial intelligence can offer opportunities in improving the traceability of the supply
chain. As the amount of data centred around sustainable improvement continues to grow for
companies with extensive supply chains, these organisations may face complications when
managing this type of data and capitalising on it to target the most critical areas of
improvement. For example, this could be utilised in managing supply chain cash flows from

suppliers located in different geographical areas to reduce social sustainability related risks.

4.4 Theme 3: The CSRD capabilities of the case companies & predictive

outcomes

The third major theme which emerged from the interview discussions incorporates the
current capabilities of the companies which are obligated to report under the CSRD
requirements or are otherwise preparing for it. In this theme, the empirical data collection
identified three distinctive subtopics which give an overview of the case companies’
potential challenges they have noticed while preparing for the legislative requirements
suggested by the CSRD and if it has impacted or will impact their supply management
practices. Additionally, this research looked to gather information if the upcoming directive
has made any changes to other business decisions of the case companies, and if legislation
or other trends will contribute to other changes to their business practices. To put the answers
linked to this theme into a better perspective, it is important to recall that the out of the
interviewed case companies, companies A, C, E and F are required to report under the CSRD

principles in 2025, while companies B and D will be involved in the later stages.
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4.4.1 Challenges of preparing for the CSRD requirements

As shown later in the text by Figure 12, all of the interviewed case companies identified
various challenges which the CSRD has enforced, and specified which parts of the CSRD
legislation has been the most difficult aspects to comprehend. A common mention among
the interviewees was, that the materiality assessment and environmental impact assessment
have been one of the aspects of CSRD which has required additional focus from the case
companies. The ESG controller of Company A explains that to properly conduct the
environmental and climate risk assessments and risk quantification requires a lot of skills
and competence which the company is constantly looking to acquire, and the Head of
Sustainability of Company A adds that while the metrics and data behind the environmental
assessments can be challenging, they are also intriguing. For Company B, they have already
noticed that the assessment of environmental impacts requires additional work because
companies have to provide strong evidence to what they claim regarding their environmental
impact assessment, which also extends to environmental target setting like choosing
Sciences-Based Targets (SBTi’s). Company C also confirms that the full compliance to the
requirements of environmental impact assessment has resulted in substantial work, as in their
position it requires them to gather information from the root level of the procured materials.
Although Company C strongly believes that they can achieve this with their private labels,
since the CSRD requires to report information about the entire value chain, it creates

additional challenges.

The representative of Company E suggests a different perspective to the challenges of
materiality assessment. As the interviewee states, the most difficult part has been to
accurately determine which parts of the double materiality assessment is integral to the
CSRD requirements, and which parts of it they could still use in their voluntary reporting
like the ones built of off the GRI principles. For Company F, while they have also
acknowledged the challenges of the double materiality assessments, they have seen it as a
more of an interesting feature which they have experimented with for successful compliance.
For instance, the have gone directly to the stakeholders of their supply chain and asked their
comments on the materiality impacts to be fully transparent.

In relation to the material assessments, the discussions from the interviews also indicate that

the some of the companies are already contemplating on the challenges of supply chain
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traceability and visibility. Company B states that the accurate provision of information
concerning the whole value chain is definitely a challenge and it requires a tremendous
number of resources and capabilities, as the value chains does not only include the entities
and actors which under contract of the buying organisation, but it goes beyond to other
stakeholders as well. This can also be assumed from the earlier comments of the interviewee
of Company C, and they additionally specify that one of the most difficult aspects of the
CSRD are the elements which they need to focus on to improve on the full visibility and

traceability of their supply chains.
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Figure 12. Identified challenges of preparing for the CSRD compliance among the case

companies.

As evident from Figure 12, some of the interviewees mention the potential challenge of
adopting to the new reporting guidelines which the CSRD suggests. As the interviewee of
Company B says, while their company has been doing reporting under the GRI principles
which should provide sufficient background when preparing for the CSRD, there are still
some aspects which need to be considered. For instance, reporting numerical figures
concerning sustainability according to the GRI differs from the CSRD principles, as the
CSRD requires to provide written information to support the sustainable figures as well
which can create challenges. Company E also agrees that the CSRD brings its own templates

and standards which has created some challenges to them. The interviewee also mentions
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that they have done reporting under the GRI, and the challenge has been the transferring of
the processes and methods to the new requirements. The interviewee of Company D suggests
that the stricter reporting standards introduced along with the directive will create challenges
for companies who have not done it extensively before, and from an investor's perspective

it is something which will be focused on.

The representatives of Company A mention other challenges they have identified with the
upcoming requirements of the CSRD. Firstly, the interviewees explain challenges which can
be linked to internal resources and internal capabilities. According to them, they have had
difficulties in trying to involve upper management and other business units into the process,
although they may not be fully aware of what the specific requirements are. In addition, it is
implied that the company has currently still a shortage of resources and general capabilities
although they are obligated to report under the CSRD in 2025. A second internal challenge
is mentioned about the allocation of resources. The Head of Sustainability comments it has
been difficult to determine within the company which business unit is actually responsible
for each sections of the CSRD or other legislation like the EU Taxonomy, which can create

uncertainty with compliance.

4.4.2 The CSRD’s impact on supply management

The next subtopic to the third distinctive theme which emerged from the interview
discussions was the case companies’ perspectives to if the CSRD has already impacted their
supply management practices in any way. Additionally, some of the discussions indicate
implications to supply management which will be relevant in the near future. These various

impacts on supply management practices are summarised below in Figure 13.

The first common examples noted by the interviewees were linked to the challenges of
CSRD which they had identified in the previous discussions. These were the changes they
have made or need to make to improve their due diligence-process, and overall supply chain
visibility and traceability. According to the interviewees of Company A, the CSRD has been
one of the main drivers to why the company has invested more in activities which strive for
increased visibility and information from its supply chain, and which develop their sourcing
practices to be more sustainable. A practical example of how the company is looking to

achieve this is by conducting supplier surveys, which consists of mainly ESG-related



61

information their suppliers have to provide. As from another perspective regarding sourcing,
the interviewees from Company A add that the CSRD has overall made them to put more
emphasis on supplier management by implementing more sustainability-focused clauses into
supplier contracts, but also activated supplier engagement. Presented example of this was
the arrangement of meetings with suppliers where the supplier and Company A discuss

sustainability and share knowledge about best practices.
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Figure 13. The areas of supply management influenced by the CSRD.

As for case Company B, the interviewee predicts that their due-diligence processes need to
be more thoroughly examined, changed and developed especially from a pure sustainability-
perspective. The interviewee from Company C also seems to agree on the developments
towards improved supply chain visibility and traceability. Due to their extensive value chains
which have been brought up in the earlier discussions, they have started to develop processes
with the primary purpose to focus on especially improved visibility in that area. When it
comes to Company F, although their representative believes that they have sufficient
processes which already focus on the visibility of the supply chain to comply with the
materiality assessment requirements, the CSRD has made them to put more focus on due

diligence.

In addition to the common notion among the interviewees that the CSRD has impacted the
way the majority of the companies approach supply chain visibility, traceability and due
diligence, some of the interviewees mention other notable examples of changes to supply

management the CSRD has influenced. The interviewee of Company B states that the CSRD
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has made their company to conduct more thorough risk assessments categorisation of their
suppliers while also putting more focus on supply chain risk management. These changes
are first evident in the way the company initiates audits, to which Company A also agrees
that the CSRD will change the mindset of what can be considered as an audit in their point
of view as well. Company B also presents that the influence the CSRD will have on more
greener and sustainable business practices is evident, while the representative of Company
F specifies the impact on environmental sustainability. In the case of Company B, with the
carbon footprint analyses being a significant factor to the industry as whole, more emphasis
will be put to create more sustainable procurement methods. For Company F, they have for
instance identified that their main source of emissions are coming from their Scope 3, so
concentrating on supply chain will be a “make-or-break -situation” in terms of compliance

as according to the interviewee.

Aside from the aforementioned predictive impacts on supply management practices, it is
implied that the companies participating in the interviews otherwise have not currently
noticed any other significant changes which the CSRD has had an impact on. Companies C
and E especially emphasise that their current supply practices and processes are already at a
relevantly sufficient level, however Company E does point out an area in which they could
use some improvement. The representative of Company E believes that they could develop
their procurement Key Performance Indicators, which would be more aligned with the
requirements of the CSRD, although according to them this will become more clear as the
ESRS descriptions will be updated.

4.4.3 The CSRD’s influence on business decisions and processes

On of the last subtopics concerning the capabilities of complying to the CSRD discusses the
directive’s potential influence on the general business decisions and processes among the
case companies. As on overview, some of the interviewed case companies don’t present any
major examples of changes to business decisions which the CSRD has directly impacted.
For instance, case Company B which will be under the CSRD’s scope in the later years
already has a strong feeling that they are in a good position and ready when thinking of
compliance. As their company representative explains, they have done reporting under the

GRI and recently have experimented with the upcoming guidelines using excel, so only
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minor adjustments are needed when they will be included to the companies obligated to
report under the CSRD. The interviewee of Company E feels the same way, as according to
them they have all the essential tools ready, and when it comes to the CSRD compliance the
relevant aspects are centred around confirming that their risk evaluation processes are
aligned with the directive and that their material assessments are as according to the

requirements.

Aside from the case companies B, D and E, the interviewees of companies A, C D and F
discuss that there are some notable changes to business decisions and processes influenced
by the CSRD which are showcased in Figure 14. According to the discussions, these changes
have been mostly positive and well-received. The interviewees of Company A note that the
enforcement of the CSRD has overall increased the organisations focus on compliance and
has made sustainability more meaningful to the companies ambitions. They have started to
increasingly realise that by creating value for instance in their supply processes through
sustainability, they also create value for themselves to which their customers see it as an
only positive aspect. The ESG Controller from Company A also emphasise the strong
influence the CSRD has made on the organisation’s reporting standards and processes, and
states that their reporting output is as strong as their internal management. Even if the
interviewee feels that the CSRD has showed some glaring weaknesses regarding the
organisation’s reporting capabilities, they also believe that it can be a positive thing as

simultaneously it shows the areas which need to be improved.
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Figure 14. Business decisions influenced by the CSRD.

The representative of Company C notices the changes to internal business processes as well.
According to the interviewee, in order to comply with the CSRD principles, Company C has
identified more involvement with other business units besides their sustainability team is
needed, indicating that gathering data is now a responsibility of the whole company. Another
example of an impact to a business decision is the changes they have made to ESG data
management, which the company has made to comply with external auditing requirements.
Furthermore, the interviewee of Company C adds that the extensiveness of the CSRD will
effect on the allocation of resources in respect to each trading sector they operate in. The
impact on internal operations is also being brought up by the interviewee of Company F.
From their point of view, the increased communication and collaboration with other business
units especially with the financial teams has been evident, as they need to be integrated into
the process. The interviewee links this example to green transition, as they believe that to
successfully initiate plans for green transition, other teams like the finance team are essential

to be incorporated to make the right business decisions.
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It would also be beneficial to introduce the comments from the interviewee of Company D,
who examined the topic of CSRD’ impact on supply management again from an external
perspective. To them, the key factor for an investor is where the driver or motivation to
initiate sustainable changes in supply management is coming from. As mentioned earlier,
companies can be pushed to sustainable decisions by customers or other stakeholders, but
according to the interviewee, the preferred scenario is always that the company has genuine,
strategical internal drive to make sustainable changes. An example of this can be linked to
reporting, as if the intentions of a company is to report something only if pressured by
stakeholders, the sequence of events can lead to potentially unwanted outcomes. With the
number of legislations and requirements related to reporting increasing, an ultimately worst-
case scenario would be that the company is fulfilling hundreds of different sustainability-
related criteria but without any actual strategic focus, resulting in losing potentially

substantial amounts of money.

4.4.4 Forecasting future sustainability trends affecting large organisations’ business

practices

With the last subtopic connected to CSRD capabilities, the empirical data collection gathered
results from the interviewees to take on a more general approach to how legislations and
other trends will impact the overall business of large organizations such as the ones who
participated in the interviews. These are listed in Table 3 below. Essentially, the results imply
that the forecasting of future trends could be divided into those which are connected to
environmental sustainability and legislative acts, and how they will impact future supply
practices. The representatives of Company A firstly discuss sustainability on a more general
level, as although the interviewees agree that sustainability is still considered as not essential
for some businesses, this will most likely change as companies will want to collaborate and
work with companies who have their sustainability standards at sufficient levels. Smaller
businesses for instance will be likely to initiate partnerships or integrations with larger ones

to obtain sustainable capabilities.

The Head of Sustainability from Company A also thinks that businesses will increasingly
start to realise that being sustainable is an almost necessary enabler for business continuity,

as one of their largest supplier have realised that it is not only beneficial for them in terms
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of publicity, but they have also noticed positive impacts in operational performance.
Ultimately, the Head of Sustainability believes that businesses will start to promote
sustainability because it will be the “right thing to do”, and companies who have done it
earlier will have the advantage as they will be considered as pioneers. The ESG controller
from Company A adds that the companies work towards green transition and climate change-
related activities will be most notable, as it opens up new possibilities and create competitive
advantage. A concluding remark from the interviewee was that Company A should consider
itself as a leader of the industry when it comes to sustainable choices in the value chain and
start looking beyond the traditional approach to for example selecting suppliers primarily

based on price, and genuinely modify the “no need to change” mindset.

Table 3. Main future trends impacting the industries of the case companies.
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The representative of Company D brings the discussion more close to the growing
significance of environmental sustainability in supply management. To the perspective of
the interviewee, the focus towards environmental sustainability should be a matter of high
importance as especially supply chains have already been critically vulnerable to severe
weather phenomena, and the risks for disruptions will potentially only continue to grow by

the effect of natural disasters. The interviewee also estimates that the cost of sustainability
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will most likely become overwhelming for some companies, and the companies who have
done sustainable business practices in the early stages will have the best chance to succeed
in the future as well. The second key predictive element to environmental sustainability
impacting supply management according the ESG Director are the influence of Science-
Based Targets. They believe that the enforcement of SBTi’s among large organizations will
generally shift the sustainable standards of supply chains, especially when committing to
Scope 3 targets. This will likely lead to more concentrated supply chains, where the demand
for sustainable change will extend to the suppliers as well almost forcing them to adapt to
climate change, shifting the landscape of entire industries as a result. A comment from the
representative of Company B also indicates that the overall criteria of what is considered
sustainable will change, and companies will need to provide stronger evidence to their green

claims affecting CSR and communication output stakeholders and customers.

The interviewee of Company E also predicts the significance of environment-focused actions
and SBTi’s. From their point of view, Company E for instance is heavily reliant on natural
resources so SBTi’s could be something which companies will put more focus to, and in the
short term the presence of the current climate-related targets will be solidified, and their
presence will continue to be important. The representative of Company E also identifies the
difference between how climate-related restrictions and natural resource-related
requirements impact the organisation. While climate-focused requirements like planning to
reduce emissions at a domestic plant impact the organisation at a global level, resource-
based restrictions goes even beyond to impact local communities. For example, as the
organisation will need to be more aware of how resource-intensive the areas from which
they procure materials from are, it will impact supplier selection and directly lead to changes
in supply practices. As a result, the local communities will be impacted by the changes in

supply in various ways.

The rest of the interviewed companies highlighted the impact of upcoming legislation on
their business and industries. With Company B, their representative strongly believes that
legislation like the CSDD will affect their way of working, as it requires them to improve
their supply chain visibility and risk categorisation of their material suppliers. Additionally,
the carbon footprint analysis of the CSDD will most likely increase costs across the industry
affecting Company B indirectly. The regulatory changes have also been notified by the

interviewee of Company C, as they have already made meaningful changes to comply with
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the CSRD and CSDD. Company C started to train its procurement staff about the upcoming
legislation already in autumn of 2023, and has recently implemented trainings to their
suppliers as well to keep them informed and up to date about the contents of the directives.
The interviewee also emphasises that the trainings will be more targeted to each supplier
according to training benefits once more information to distinctive parts of the upcoming
legislation will be released, as if for example the requirements to packaging materials would

be considered.

Ultimately, Company C does not want their suppliers to be left isolated on the subject. When
it comes to the comments regarding CSDD, the interviewee thinks that the eco-design
directive and battery directive will affect the industry as a whole, if the proposals for digital
product labels will be realised. Overall, these examples are seen as meaningful impacts on
how procurement will be approached in future. Finally, if the comments from case Company
F would be mentioned, their interviewee suggests a different opinion on how for example
the CSRD will impact supply practices. According to the interviewee, they believe that as
the CSRD and other legal frameworks will become tangible and rigid, automation will start
to have a more significant role in organising and managing supply data. Automation should
be utilised to make reporting more effective, efficient and error-free, as the interviewee
believes that human-based resources should be allocated to other businesses functions

besides manually collecting and inputting data.
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5 Discussion

This part of the research presents the link between the empirical results of the previous
section and existing literature. With the combining elements of theory and thematic analysis,
this study will then look to answer the main research question and sub-questions. The
purpose of this study was to examine how the CSRD will impact the supply strategies of
large organisations located in Europe, to which the study presented additional sub-questions
to support and guide the direction of the research.

5.1 Background to the CSRD’s impact on supply strategy

As presented in the first section, the main research question was designed to explore the
different ways the CSRD has impacted or will impact the supply strategies of the companies
which will be obligated to report under its principles. However, before the main research
question can be sufficiently answered, it would be necessary to first investigate the input to
the sub-questions supporting it. As for the first sub-question which was stated as “Which
elements of supply management the CSRD affects the most?”, the empirical results present
some suggestion to this question through Themes 1 and 3, and partially from Theme 2. As
the results suggest and as Figure 13 showcases, the CSRD has influenced the case companies
supply management approaches in specific areas, including sourcing practices, strategical
direction and supply chain management. Regarding sourcing practices, the thematic analysis
indicate the CSRD’s impact on supplier management, as the case companies have put
reportedly more emphasis on engaging with suppliers, reviewing and developing their
supplier auditing process and re-assessing how they approach supplier risk assessment. The
indications for impacts on strategical direction can be linked to the encouragement of
sustainable practices and developing procurement KPI’s as Figure 13 would imply. As for
the impacts on supply chain management, the data shows from Themes 2 & 3 how the case
companies have identified the importance of supply chain visibility and traceability, but also

the added focus to Scope 3 which imply the CSRD’s impact on supply chain transparency,

Elements of sourcing are recognised as integral parts of supply management in previous

literature as well, as for instance Shin et al. (2000) present key constructs essential to
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sourcing. One of the key constructs pointed out by the scholars are the importance of long
and collaborative supplier relationships, and prioritisation of quality in supplier selection.
These aspects were also evident from the thematic analysis, as in Theme 1 the case
companies suggest that both have been considered in their current supply practices as well.
Supplier engagement is determined by Kannan and Tan (2006) as essential to successful
buyer supplier relationships, which again can be further linked to the topics of Theme 1. As
for supplier auditing processes, Ha, Shang and Wang (2023) state that auditing can help
companies make better decision regarding sourcing, solidifying its relevance. In addition,
while risk management has been an emerging topic throughout section two and in Themes
2 and 3, this study would imply that the approach to supplier risk assessment in the context
of the CSRD is connected to determining the likelihood and severity of supplier risks

(Matook, Lasch, and Tamaschke (2009) the suppliers have on compliance.

When it comes to the CSRD’s impact on strategical elements of supply management like
influencing sustainable approaches, it can be noted that strategy in supply management has
been well documented in this research and sustainability as one of its key extensions.
However, the emergence of the CSRD’s impact on procurement KPI’s as evident from
Theme 3 can is a topic which has not yet been discussed. A general notion is that the KPI’s
are determined depending on the company and the industry, thus, it was difficult to find
previous studies which present its most common characteristics to procurement. However,
Kusrini, Carolina, Worldailmi, and Arifin (2024) and Dynge, Jacobsen, Mishal, Rise and
(2019) clearly position it as a relevant aspect of sustainable procurement. As for the results
linked to Supply chain transparency, the theoretical framework of this study introduces its
essentiality to supply chain compliance, which is further confirmed by the data within
Themes 2 and 3. The notion of focusing on Scope 3 can be linked to supply chain
transparency as well, as Li, Wiedmann and Hadjikakou (2019) mention supply chain

transparency as a whole as one of the enablers to realise Scope 3 targets.

Regarding Sub-question 2, “What challenges companies face to comply with the new CSRD
standards?”, the empirical results suggests various perspectives. Since Theme 3 was
concentrating on gathering data of the case companies’ CSRD capabilities, the most relevant
results can be connected from this theme. More specifically, Figures 12, 13, 14 can give
indication to what types of challenges companies may face to comply with the CSRD. From

these figures, the potential CSRD-related challenges can be divided into internal
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organisation challenges, supply chain challenges and reporting challenges. The internal
organisational challenges can be linked to interviewees opinions on referring to the need of
new skillsets and competencies, and additional workload which the CSRD has already
required. Theme 3 also indicates that organisations look to incorporate other business units
into the process and expect strong involvement from the upper management, implying that
the scope of the CSRD can be too extensive for a single sustainability team or unit to manage,
and especially finance should be included to the process. The supply chain challenges linked
to transparency have already been well documented up to this point of the research and
appear also as relevant finding to this sub-question as well, but Theme 3 also suggests that
the material and environmental impact assessments like the concept of double materiality
will create new challenges for supply chains in terms of gathering data, emphasising the
importance of transparency. As for the challenges concerning reporting, it was evident that
although the case companies generally did not mention specific parts of the CSRD which
has been distinctively difficult to comply to, the challenge of adopting to the new reporting
standards was noted as a broader challenge. In relation, as many of the interviewees mention
that their company has done GRI reporting voluntarily, a challenge could be as the
interviewee of Company E mentioned how to transfer the existing processes to the new
guidelines. As a third note to the reporting challenges, it was clear from all of the discussions
and especially from the perspective of the interviewee from Company D, that if a company
has not displayed or practiced meaningful and strategic sustainability reporting before, they

will run into challenges.

The challenges referring to the presented internal organisational challenges can be linked to
resource-based theory and more specifically to the Resource-Based View (RBV). As
introduced earlier in the theoretical overview, Barney (1991) explains RBV as organisations
being a combination of resources and capabilities creating economic rents, and by creating
unique combinations the organisations are able to create long-term competitive advantage.
In the context of challenges related to additional workloads, needing new capabilities and
involving other business units, they can be referred to the human resource-perspective of
RBV. As noted by Wright and McMahan (1992), RBV offers the strategic element to human
resource management which enable development towards consistent competitive advantage.
This could indicate that the organisations who are able to align their human resources to
better manage their internal organisation challenges can create advantages in terms of the

CSRD compliance. As for the presented challenges of supply chain transparency which the
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CSRD introduces, its academic connection has already been well documented in this
research. On the other hand, the challenges related to sustainability reporting suggested by
Theme 3 can be associated with the findings of De Micco, Rinaldi, Vitale, Cupertino and
Maraghini (2021), who predict that due to the complex nature of sustainability reporting and

uncertainties surrounding their application, businesses will face challenges with compliance.

The third sub-question providing background to the main research question was stated as
“How can the sustainable elements of supply strategy help companies to prepare for
upcoming legislation? ” Regarding the empirical findings, it is evident that Themes 1,2 & 3
offer holistic views to this question. Firstly, it can be noted that by focusing on the
sustainable elements of a supply strategy, organisations will be more prepared to confidently
control and provide more accurate and transparent data of their supply processes, which for
example the CSRD requires. This suggests linkage yet again back to the importance of
supply chain transparency, but also value chain transparency and due diligence. From the
supply strategy perspective, this would mean that sourcing elements like supplier selection,
supplier management and supplier development should especially receive sustainability -
related focus, which would simultaneously make a positive impact on supply chain
management and value chain management as a whole. Second, the discussions which
emerged from all Themes indicate that a standardised responsible or sustainable -
procurement policy which has been aligned with the overall business plan will help
organisations to comply with the stricter regulations. A third perspective to Sub-Question 3
IS a general statement which the interview answers implied, and that is that the regulations
can be a good indicator for organisations to show that sustainability is no longer a nice to

have feature, but a necessity to be operational in the future as well.

The sustainable sourcing elements of supply strategy which were determined as key enablers
for regulatory compliance can be identified from the six primary aspects of Akhavan &
Beckmann. As the scholars explain, initiating sustainable supplier assessments and
screenings, qualifying the supplier according to its sustainable characteristics and then
further focusing on supplier development all contribute to an organisation’s capability to
realise sustainable supply strategies (Akhavan & Beckmann, 2017). Additionally, numerous
other studies connect sustainable sourcing as a key motivator for regulatory compliance as
if for instance the works of Ambekar et al. (2018) or Schneider and Wallenburg (2012) would
be considered. The linkage between a standardised procurement policy and compliance is
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effectively explained by Meehan and Bryde (2011), who also bring the discussion that a
sustainable procurement policy should also extend to the whole supply chain. Finally, while
studies like the one from Corrales-Estrada, Gomez-Santos, Bernal-Torres, and Rodriguez-
Lopez (2021) showcase the importance of sustainability and sustainable supply chains for
business continuity, the link between sustainability and legal compliance can be drawn from
the study of Doyle, McGovern, McCarthy and Perez-Alaniz (2019), who explain that

sustainability can be considered as the key process element towards improved compliance.

5.2 Exploring the CSRD’s areas of effect on supply strategy

With the answering of the sub-questions supporting the research and by offering links
between the empirical data and the findings of existing studies, the main research question
of this thesis can be sufficiently answered as well. As explained in the beginning, the
research question was stated as “How does the CSRD affect the supply strategies of
companies?”. The first potential impact to supply strategy which can be connected to the
effects of the CSRD is how the companies who are obligated to report under the CSRD will
start to approach sourcing. The empirical section already showcased relevant examples of
the companies realising the fact that the CSRD requires more transparent and accurate
information of materiality assessment, to which the primary source of the organisations’
information comes from their supplier pools and supply chains. This implies that if an
organisation has not put their focus on sustainable sourcing like sustainable supplier
assessment and qualification, the data which is connected to their supply chain and suppliers
can be harder to obtain, or most importantly, is insufficient to comply with the double
materiality assessment requirements. This could lead to complications when it comes to
regulatory compliance, and depending on the severity of the non-compliance, possible

violations could indicate financial penalties or sanctions.

The second impact of the CSRD on supply strategy can also be linked to sourcing, and more
specifically to the sourcing methods. While companies may look to re-assess their approach
to supplier selection, it could suggest that they should re-organise their supply pools and
discontinue the relationships with suppliers who don’t fit the sustainability criteria.
However, as large organisation usually have hundreds of suppliers in their supply pools and

numerous different supplier categories, companies may want to focus on the development
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of their current supplier pools instead of replacing them. This was evident from the results
of the empirical section, as the case companies were mostly large organisations which
extensive supply chains and vast number of suppliers. Additionally, Themes 1-3 showcase
how the companies have started to put emphasis on supplier management and development
techniques to improve sustainable capabilities, which this study suggests will be the second
noticeable impact of the CSRD on supply strategy. As stated, the supplier networks of
organisations who will report under the requirements of the CSRD will strongly influence
the compliance to the double materiality assessment, so in the scenarios where an
organisation is not in a position to restructure large parts of their supply chains, focusing on
sustainable supplier development could be a solution to improve compliance. Themes 1, 2
and 3 already shows that supplier development methods like supplier trainings and
collaboration are already apparent in the majority of the case companies’ supply practices,
however this study suggests that the CSRD will invite organisations to put even further
emphasis on supplier development and collaboration to improve their sustainable

capabilities ultimately providing more reliable compliance.

The third and most important influence of the CSRD on supply strategy is linked to supply
chain transparency and due diligence. Supply chain transparency which includes visibility
and traceability elements of the supply chain have been an emerging topic throughout this
study, and its extensions to due diligence and importance to the CSRD compliance has been
brought regularly up for discussion. However, it would be necessary to examine and predict
what would be the direct implication of focusing on supply chain transparency to supply
strategy. As the interviewees mention, they have suppliers located in multiple geographical
locations especially in the regions of Asia, which has made the reporting of accurate data
from all parts of their supply chains and value chains challenging. Thus, it could become
likely that buying organisations will start to move their supply pools closer to the countries
within which the company itself operates in. This way, the companies would firstly have
more knowledge of where their raw materials originate from, but also improved supplier
control to initiate more thorough audits, supplier trainings and reduce the complexity of their

value chains.

By linking the presented impacts of the CSRD on supply strategy to previously conducted
research, different methods of sustainable supplier development have been recognised and
also linked to enabling compliance. For instance, Sancha, Longoni and Giménez present that
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supplier development is crucial for businesses to comply with local laws and avoid fines and
penalties, and supplier trainings and education was mentioned as one of the more effective
sustainable supplier development methods. Additionally, supplier joint efforts were
mentioned as another key method for sustainable development (Sancha et al. 2015) , which
indicates the meaning of supplier collaboration and suggests the importance of long-term
supplier relationships which were also evident from the empirical section. Finally, while the
descriptions of reshoring and nearshoring can certainly fit the proposed potential impact of
companies strategically reducing the distance between their suppliers and moving them
closer to their operations (Akbari, 2024), they are still more applicable for organisations
strongly involved with manufacturing and contributes more to supply chain resiliency rather
than transparency. Thus, near sourcing would be a better term to describe the presented
example. However, even though studies like the one from Corinna Cagliano, De Marco,
Rafele, and Arese (2012) display that one of the weaknesses of sourcing globally is indeed
the reduced control over compliance and sustainability-related issues (as compared to near
sourcing), limited studies offer perspectives to near sourcing being directly linked to
improving supply chain transparency. Still, the assumption is justified based on the
comments which the interviewees presented in the empirical data collection and can
certainly be considered as one of the potential impacts to how companies re-assess their

strategic sourcing approaches.
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6 Conclusions

The conclusion of the research summarises the main findings of the research and offers its
contribution to existing literature. As a final note, the author contemplates the limitations
which influenced the direction and results of the study, and which future avenues could be

potential for future research.

6.1 Main findings and implications of the study

Overall, this thesis managed to holistically present the possible impacts of the CSRD on
supply strategy, and what changes large organisations will potentially make to their supply
strategies to ensure compliance. It seems to be clear that companies will change how they
approach sourcing strategically, as the requirements which the directive imposes requires
more precise information from supply chains, which is ultimately formed from the network
of suppliers the organisations utilise. This was evident from the Thematic analysis of the
empirical section and is further confirmed by existing studies. The elements of sourcing
strategy which will most likely be relevant for organisations as the CSRD continues to
solidify itself will be supplier selection and qualification, supplier management and supplier

sustainable development, which will ultimately extend more sustainable supply chains.

This study also displays the challenges which organisations will continue to encounter
surrounding the CSRD compliance. Since the CSRD is strongly connected to sustainability
and sustainability reporting, it can be mentioned that the importance of the current
sustainable capabilities of organisations as showcased in Theme 2 will be essential for future
compliance. As it has been stated, those companies who haven’t displayed any meaningful
sustainable reporting or have otherwise insufficient sustainability practices will be in a
weaker position in the context of the CSRD compliance compared to those who have a well-
established sustainable mindset expanding across all business units. In relation, companies
will also have to focus on aligning their internal resources and integrate them into a cohesive

units to make the data collection and information output more effective.

The impact on supply chains, supply chain transparency and due diligence should also be
noted as a key area of impact of the CSRD. By dividing supply chain transparency into its
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two parts, visibility and traceability, the CSRD firstly affects supply chain visibility as from
a company perspective, a common theme between the case company interviewees was the
difficulties of obtaining the required information from all of the suppliers included in the
chain, hence indicating the need to improve supply chain visibility. The role of supply chain
traceability emerges when the organisations need to gather data and other information from
its supply chain to provide numerical and non-numerical information for reporting
disclosure. This can be further connected into the significance of due diligence, as its main
purpose is to ensure regulatory compliance. In the end, it will be certainly interesting to
follow how companies will find ways to improve their supply chain transparency as a whole
and see if supply networks will be reorganised or moved closer to the operating environment
of the buying organisations. Ultimately, it can be summarised that the CSRD will be the
legislative vanguard for companies to permanently shift their business direction into more
sustainable dimensions, of which supply strategy will be an integral part of the

transformation.

From a theoretical point of view, this thesis offers a meaningful contribution to the area of
existing studies which explore how regulations impact the business decisions of companies.
More specifically, this research can be considered as one of the earliest attempts to showcase
the relevancy of the CSRD and summarise its core aspects, and first of all introduce relevant
perspectives from companies who will be obligated to report according to its instructions in
2025. Most importantly, as is still the current situation while writing this thesis, the number
of academic research which discuss the impact of the CSRD purely on supply practices is

limited. Therefore, it can be stated that this study fills in a significant research gap.

The managerial implications of the study can also be highlighted. This thesis can offer
valuable insights especially to companies who will be part later waves of the CSRD, and
who are contemplating on which areas of business they need to specifically put additional
focus on, or even transform completely. Additionally, this study can also serve as a rough
introductory guide to the CSRD if the company is not fully aware of its magnitude. Finally,
the findings will hopefully help companies to realise the importance of sustainable sourcing
and sustainable supply chains and encourage them into perhaps re-evaluating their supply

chains and maximise its transparency capabilities.
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6.2 Limitations to the study and suggestions for future research opportunities

Aside from the contribution to existing literature and managerial implications of this thesis,
some limitations are also relevant to be discussed. Firstly, although this study had a dedicated
focus on supply strategy and supply chain management, some key areas from both topics
were left without much examination. For example, logistics and transportation were not
linked to any meaningful part of discussion while referring to supply chain management,
even if their roles are often considered as significant. For supply strategy, although
nearshoring, reshoring and in sourcing emerged as a potential finding to the main research
question, other outsourcing and insourcing methods like offshoring were not examined as a

part of the underlying themes of supply strategy and the CSRD compliance.

The second limitation of the research was the scope of the companies which participated in
the interviews. Although the study managed to provide different company perspectives in
the empirical section, it can be mentioned that the study could have benefited of having a
few more companies included to the interview process, preferrable both large organisations
which are under the 2025 of the CSRD’s jurisdiction, but also companies who will be
involved in the later stages.

The third limitation to this study is the fact that during the writing of the thesis the CSRD is
still a relatively fresh addition to the EU legislation, and the first companies who will report
according to its requirements will be in 2025, almost a half a year away. Therefore, as of
now, the findings made in this thesis can only be implied as suggestive predictions of how
the CSRD will impact the supply strategies of large organisations. However, this can also

offer interesting opportunities for later research.

As the CSRD will almost certainly remain as one of the most important legislative acts which
have a direct impact on business operations also in the future, the topic should definitely be
discussed further. Hence, the first suggestion for future research is to examine the CSRD’s
impact on supply strategy after the first year of its implementation to benchmark if the
findings of this study are at all aligned with the actual impacts. Also, as the ESRS standards
will be updated for SME’s who will be inducted into the CSRD’s scope within a few years,
it would be intriguing to examine if the SME’s are encouraged to initiate similar changes to
their supply strategy as the large organisations have or will make. Finally, as it was already

implied in the discussion, it could be beneficial to examine more closely in future research
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if near sourcing will indeed be a key contributor to improving supply chain transparency as

the main findings from this thesis suggest.
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APPENDIX 1. Questions for the interview

Company name:

Date:

Question 1: “Could you introduce yourself, and describe your position in the company™
“Please also give a short description of the company™

Answer:

Question 2: “For how long have you been working in sustainability?” / “For how long have
you been working in supply chain management or procurement?

Answer:

Question 3: “Could you shortly describe your company’s upstream supply chain (How
extensive are the value chains of your products, where are your suppliers located generally,
how many suppliers can you roughly estimate you have, what different types of supplier
categories do you have)?

Answer:

Question 4: “Could you describe the primary factors and justifications for selecting a supplier
or maintaining a supplier relationship in your company?”

Answer:

Question5: “In your opinion, do you feel that sustainability in your company extends to
procurement and sourcing? Is sustainability a integral part of the procurement strategy, and/or
you have a sustainable procurement policy?

Please specify practical examples of in which areas of procurement sustainability is visible, or
are there aspects which need improvement? *

Answer:



Question 6: “Has your company faced any complications or limitations when you have
implemented sustainable initiatives in your company?

Please specify these complications, if there aren’t any notable ones, please explain the
methods which have enabled the implementation of sustainable initiatives?”

Answer:

Question 7: “Has your company encountered any challenges in adapting and complying to the
recently enforced CSRD principles?” What has been the most complicated part of the CSRD
to comprehend or to comply to?

Answer:

Question 8: “Has the recently enforced CSRD influenced any changes to business decisions
or processes in your company? If yes, to which ones? If no, are you planning to implement
meaningful changes in the future due to the more stringent changes to reporting suggested by
the directive?

Answer:

Question 9: “What changes related to supply practices has your company made or will make
to ensure your company complies with the CSRD requirements?

Answer:

Question 10: “In your opinion, what sort of trends in the next 10 years will have the most
impact on your company’s business decisions and supply approaches?”

Answer:



