G Lt
) University

SUSTAINABLE SERVICE SOURCING - THE PRACTICES AND DIFFICULTIES
OF MEASURING SUSTAINABILITY IN PROCUREMENT OF SERVICES

Lappeenranta—Lahti University of Technology LUT
Master’s Programme in Supply Management, Master’s thesis
2025

Santra Koivumaa

Examiner: Professor Katrina Lintukangas

24 examiner: Post-Doctoral Researcher Elina Karttunen



ABSTRACT
Lappeenranta—Lahti University of Technology LUT
LUT Business School

Business Administration

Santra Koivumaa

Sustainable service sourcing — the practices and difficulties of measuring
sustainability in procurement of services

Master’s thesis
2025
68 pages, 2 figures and 2 tables

Examiners: Professor Katrina Lintukangas and Post-Doctoral Researcher Elina Karttunen

Keywords: service procurement, sustainability, sustainability reporting, measurement of
service-related emissions

Sustainable service procurement is becoming increasingly important in organizations’
sustainability efforts. This Master’s thesis investigates the practices and challenges of
measuring sustainability in the procurement of services. The study explores the extent to
which sustainability can be effectively measured, what metrics are used and what
challenges arise in the process, particularly in the context of service suppliers.

The research is based on qualitative secondary data and applies a qualitative content
analysis of annual and sustainability reports from seven large Nordic companies. The
analysis aims to identify current practices, reported metrics and the challenges with
obtaining transparency in supplier sustainability performance.

The findings indicate that while companies are progressively starting to report on supplier
sustainability, the ability to measure it in context of services remains limited. Some
environmental and social metric are used, but they lack in consistency and are not specified
to services. Calculating emissions from service suppliers is particularly challenging due to
data unavailability, the intangible nature of services, lack of comparability and
standardisation as well as limited reporting requirements.

Procurement is gradually shifting to a more strategic role in sustainability management, but
measuring sustainability in service supply chains remains underdeveloped. The study
highlights a need for better guidelines, service-specific metrics, and improved data
availability to support effective evaluation of service suppliers’ sustainability performance.
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Vastuullinen palveluhankinta on yhé tirkedmpi osa organisaatioiden kestdvin kehityksen
tavoitteita. Tama pro gradu -tutkielma tarkastelee kdytintdjd ja haasteita, jotka liittyvét
vastuullisuuden mittaamiseen palveluiden hankinnassa. Tutkimus selvittdd, missd madrin
vastuullisuutta voidaan tehokkaasti mitata, mitd mittareita kdytetdén ja millaisia vaikeuksia
prosessiin liittyy, erityisesti palveluhankintaan liittyen.

Tutkimus on toteutettu laadullisena tutkimuksena, ja aineistona on kiytetty seitsemén
suuren pohjoismaisen yrityksen vuosi- ja vastuullisuusraportteja. Analyysin tavoitteena on
tunnistaa nykyisid kdytdntojd, kdytossd olevia mittareita sekd haasteita, jotka liittyvét
toimittajien vastuullisuustietojen ldpindkyvyyteen ja pddstotietojen saatavuuteen.

Tulokset osoittavat, ettd vaikka yritykset ovat yhd enemmén alkaneet raportoida
toimittajiensa vastuullisuudesta, vastuullisuuden mittaaminen palveluhankinnoissa on
edelleen rajallista. Paidstojen laskenta on erityisen haastavaa palveluiden kohdalla johtuen
palveluiden aineettomuudesta, datan, vertailukelpoisuuden ja standardoinnin puutteista
sekd véhaisistd raportointivaatimuksista.

Hankintatoimen rooli on hiljalleen muuttumassa strategisemmaksi osaksi vastuullisuuden
johtamista, mutta vastuullisuuden mittaaminen palvelutoimitusketjuissa on yhé
alkutekijoissddn. Tutkimus korostaa tarpeita paremmille ohjeistuksille, palveluita varten
kehitetyille mittaristoille ja paremmin saatavilla olevalle datalle, jotta palveluntoimittajien
vastuullisuutta voitaisiin arvioida tehokkaammin.
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1 Introduction

Over recent years, procurement has become an increasingly important topic in companies
and organizations. They have started to put more emphasis of effective procurement, as its’
impacts on the company’s financial results and competitive advantage have been
recognized. Nowadays, more and more businesses focus purely on their core competences
and outsource parts of their operations and purchase goods from other businesses. This has
influenced the changing role of procurement from an operational support function to a
more strategic function of the business. The best possible outcome is, that procurement
enables more financial growth and strategic development for the company through market
knowledge, management of total costs and risks, and knowledge of specific purchasing

categories. (Huuhka 2022)

In today’s modern world it is very easy to be globally connected. It is very common to
outsource segments of organizations’ supply networks to specialized suppliers, whose
physical location can be practically anywhere. By utilizing specialized suppliers for
specialized activities, the companies can focus on and develop their own core
competences, enhance their adaptability, develop supply chain resilience, and reduce their
costs. (Yue, Mu, Wang, Ren, Peng & Du 2024, 1) Procurement activities constitute, on
average, 53 % of a business’s revenue, and in production companies, even 70-80 % of their
total costs might come from materials, goods and services purchased from external

sources. (Huuhka 2022)

Supply chain management (SCM) is a widely researched topic, but majority of the studies
focus on the direct procurement point of view. Direct procurement deals with the
purchasing of revenue-generating categories like raw materials or goods in the
manufacturing sector. In comparison, there is little research that focuses on the functions
that deal with indirect, non-revenue generating procurement of services. (Darom & Plant

2023, 580)



Indirect procurement often deals with the purchasing of different services. Some examples
of such services include cleaning, photography and different kinds of consulting activities.
For some of these services, like cleaning or photography, there is something concretely
happening on premises. The cleaner comes to the office, maybe using their own car, uses
cleaning products and gets some waste as a result. The emissions of these actions can be
estimated and measured. The photographer causes some emissions coming to the required
place, uses batteries for their camera, maybe electricity for some lights, and so on. It may
be hard to calculate how much emission these activities cause in total, but it can be done
and estimated to a certain degree. But for the consulting activities, it may be totally
different. Especially after the COVID-19 pandemic, consultancy services can be bought
and carried out totally remotely. The consultant does not have to travel anywhere, and in
some cases all they need to carry out their assignment is a laptop. This of course is not

totally emission free, but it limits the sources of emission caused by those activities.

Sustainability-related supply chain risks (SSCRs) can have negative implications on
organizations’ performance, which can realize in various different ways, such as
environmental hazards, social issues, and economic uncertainties. The risks can also have
significant impacts on the organization’s financial performance, reputation, and customer
loyalty. SSCRs can be minimized and mitigated by various supply chain risk management
practices. The risk of environmental hazards can be minimized by utilizing supplier
management and supply chain integration methods. Techniques related to dynamic supply
chain management techniques can similarly help organizations to respond quickly to
economic uncertainties and social issues, and reducing the negative impacts of the SSCRs
on their performance. By effectively implementing these proactive supply chain risk
management practices, organizations can reduce the likelihood as well as the severity of
the risks, and ultimately also benefit from improved operational performance. (Ngo,

Quang, Hoang, Binh 2023, 841)

Scope 3 emissions consist of all indirect greenhouse gas emissions or so called GHG
emissions that arise in a company’s value chain. Such emissions are for example emissions

from purchased goods and services, emissions from business travel and waste disposal.



Oftentimes, these emissions partake for the largest portion of the total amount of an
organization’s GHG emissions. Sometimes they can account for over 80 % of the
company’s emissions, depending on the field the company operates in. It is crucial to take
these scope 3 emissions into account, in order to provide a true estimate of the
organization's carbon footprint and their climate change actions, but the calculation of
these emissions is a very challenging process. There is a lack of standardized measurement
methods, and the process involves multiple shareholders across the value chain. There
might be a lack of data sharing amongst these shareholders, which complicates the
accuracy of the emission calculations furthermore. (Puschmann & Quattrocchi 2023) The
role of procurement is vital in the sense of scope 3 emissions, since the purchased goods
and services are the ones that contribute to these emissions. Engaging suppliers is very
important in managing and reducing the levels of scope 3 emissions. Effective supplier
engagement strategies include building strong communication channels and a trustful
relationship with the suppliers, providing them with necessary support and guidance to
reduce their emissions, really utilising the supplier’s data to track and manage the level of
emissions, and developing incentive programs to further encourage the suppliers to adopt

more sustainable practices in their business operations. (Roston 2021, 59-71)

1.1 Objectives and research questions

The primary objective of this thesis is to explore the extent to which procurement can
effectively measure, evaluate and influence the sustainability performance of suppliers,
with a key focus on emissions within service supply chains. In addition, the study aims to
understand the role of the procurement function in the management of sustainable supply
chains, identify which tools and metrics are currently used to evaluate sustainability
performance of suppliers, identify challenges in measuring and reporting of supply chain
emissions, as well as analyse in practice how organizations report on their sustainable
procurement activities with a key focus on purchased services. The objective is to explore
how sustainability is addressed and measured in the procurement of services, with

particular attention to reported practices, indicators, and acknowledged challenges.



Calculating the total amount of scope 3 emissions can be challenging, since it involves
multiple parties and stakeholders all across the value chain, and the different operators do
not have standardized data sharing practices. It is no more possible to ignore a company’s
scope 3 emissions. It may even be hypocritical to state that the organization is sustainable,
if the goods and services they use themselves are nowhere near carbon neutral. Scope 3
emissions often constitute for the majority of the organization’s total emissions, so
understanding them is very important in order to provide a realistic estimate of the
company’s overall carbon footprint performance and to address their climate change
objectives comprehensively. One difficulty in this process is that there is a gap in the
standardization and regulation measures in the evaluation process of Scope 3 emissions, so

different regions or sectors of business might face big disparities.

As the standards for sustainability standards for businesses is rising and companies are
gaining more pressure, the expectations for the procurement functions are also rising. The
procurement functions are expected to ensure that the supply chains are truly sustainability.
This task, however, has many challenges, as measuring and managing sustainability
performance among multiple suppliers is complex and often very inconsistent, if the
needed data is available. The level of inconsistency is heightened even more with suppliers
performing services. The aim of this study is to investigate the tools, practices and
challenges with evaluating the sustainability of suppliers from a procurement perspective,
with an emphasis on service suppliers. The study focuses on discussing the extent to which
sustainability of suppliers can be measured effectively and what challenges exist in the
process. In former literature, this topic has been studied from the perspective of logistics
outsourcing service providers, but in terms of other purchased services, the research is still

lacking.

To guide the study, the following research questions were formulated.
The main research question of the study is:

RQ1: To what extent is it possible for procurement to effectively measure the sustainability

of their service suppliers?



To support the main research question and guide the study, two sub-questions will be

answered:
RQq: What metrics are used to evaluate sustainability performance in supply chains?

RQs: What difficulties are there in terms of calculating emissions of suppliers?

1.2 Key concepts of the study

Sustainable procurement

Sustainable procurement refers to organisations adopting corporate social responsibility
objectives into their purchasing and supply functions. In today’s modern world, sustainable
procurement is a important strategic activity for businesses to address corporate ethical and
social concerns in their supply chains (Etse, McMurray & Muenjohn 2023, 525) In
sustainable procurement, organizations aim to meet their needs in a way that achieves
value to not only the organization, but also to society and the economy, while
simultaneously also minimizing the damage caused to the environment (Kabra, Srivastava

& Ghosh 2023).

Supply chain sustainability

A supply chain consists of various stakeholders, suppliers on multiple tiers, and customers,
often all locating in different parts of the globe. As sustainability as an umbrella theme has
gained more interest in the corporate world, the environmental and social implications of
supply chains are increasingly seen as integral parts of supply chain performance. (Xu,
Cui, Hu, Xu, Zhang, Liang & Qu 2019, 857) In early conceptualizations, supply chain
sustainability was mostly considered through environmental sustainability, but research
maturity has highlighted the importance of also considering the social dimension of

sustainability (Martins & Pato 2019, 997).



Sustainable Supply Chain Management

Sustainable supply chain management, also known as SSCM, can be defined as the
management of material, information and capital flows, while cooperating among multiple
companies all along the supply chains, integrating goals from all three dimensions of
sustainability, economic, environmental and social, derived from both customer and
stakeholder requirements (Khalid, Seuring, Beske, Land, Yawar & Wagner 2015, 683).
The theory of SSCM aims to manage all the activities within supply networks through
strategically developing capabilities, aiming to continuously improve the performance of
all members of the networks in all dimensions of sustainability in the long term (Chen &

Kitsis 2017, 1456).

1.3 Conceptual framework and limitations

The conceptual framework of this study displays the relationships between external
sustainability motivations, procurement, and the evaluation of sustainability in supply
chains in the context of emissions reporting and supplier assessments while integrating the
themes of the sustainable supply chain management theory. The framework is pictured
below in Figure 1. At the top of the framework is external pressure, which encompasses
regulatory guidelines, stakeholder expectations and pressure from the market. External
pressure can act as key motivators for organizations to engage in sustainable procurement
actions. External pressure creates opportunities and obligations to improve their
sustainability reporting and performance. As a response to the pressures, the procurement
function acts as the operational force between the organization and their suppliers and
hence has a crucial role in outlining the supply chain sustainability of the organization. The
procurement function is in charge of integrating sustainability into sourcing decisions,
establishing sustainability requirements for suppliers and monitoring their activities. To
effectively handle this role, procurement needs to use measurement tools and sustainability
metrics, for example standards and supplier assessment platforms, as well as internal
scorecards or audits. With these tools, the procurement performs assessment of supplier
sustainability performance, which is of key interest to this study. The assessment affects

the procurement decisions like supplier selection, specific sustainability-related contract



terms and strategies for risk identification and mitigation. A central part of the framework
is supply chain emissions as managing the supplier emissions has become crucial for
organizations that are aiming to reduce their total carbon foorprint. The evaluation of
supplier sustainability is limited due to practical challenges, such as inconsistent standards
for reporting, limited data availability and transparency, capability gaps and limited
willingness to close cooperation with the suppliers. These practical aspects challenge the
effectiveness of the procurement function’s supplier assessments. At the bottom of the
framework lies the idea of the main research question, so the extent to which procurement

can effectively evaluate and manage their suppliers’ sustainability performance.

External pressure

r
Sustainable Service
Procurement

¥
Measurements of Service
Provider Sustainability

Sustainability Performance
of Suppliers

Procurement’s Ability to Assess
Supplier’s Sustainability

Figure 1. Conceptual framework

The limitations of this study focus on the scope, validity and limited generalizability of the
findings. The research totally excludes any perspectives from the supplier’s side. The
research is concentrated on the practices and reporting of the procurement function, based
on publicly available sustainability reports. The study does not include any direct data from
suppliers, who have a central role in emissions reporting and sustainability performance.
Thus, certain challenges specific to the supplier side, such as capacity constraints,
technological limitations or resistance to emissions transparency are not thoroughly
examined, only discussed on a theoretical basis. The empirical analysis is based on

sustainability reports from a selected sample. It is understood that these reports might not



give a holistic understanding of the organizations’ internal practices and operational
activities, as often such reports are made for reputational purposes, so they might give a
more positive view of the company’s sustainability efforts. The study does not include any
primary measurements or calculations of emissions and is reliant on the emission reporting
of the selected sample. This limits the accuracy of the findings. There is some context-
specific limitations in regard to regulatory guidelines, as most regulations vary by the
region. This study focuses on European and international regulations. The data of the
research is publicly available sustainability reports. Typically these are only published by
large, publicly listed organizations. Because of this, small and medium-sized enterprises

are excluded from the analysis.

1.4 Research methodology

This study is conducted as qualitative research. Qualitative research is a valid approach for
this study, as the data gathered will be textual material, and the desired outcome is a
representation or synthesis of a specific phenomenon (Saldana 2011, 10). This thesis study
focuses on the growing demand for sustainability reporting and management and focuses

on the phenomenon of sustainability in regard to supply chains and procurement.

The research methodology is content analysis. Saldana (2011,15) explain content analysis
as the systematic examination of texts and visuals, media, and material culture to analyze
their prominent manifestations and latent meanings. Manifestations are meanings that are
surface and apparent, and latent meanings are suggestive, connotative and subtextual
(Saldana 2011, 15-16). This study’s data is gathered from sustainability reports of
organizations to get a fundamental view and understanding of the current state and actions
they do to effectively measure the sustainability of their supply chains and to see to what

extent and how their suppliers’ emissions are reported to external stakeholders.

Some things to consider are whether sustainability values play a major role already in their

supplier selection processes, and how their sustainability performance is followed while



they are under contract. Some companies are already committing to goals of reporting their
scope 3 emissions. If the companies have extensive reporting on their sustainable
procurement actions, it will be important to understand what the companies demand from
their suppliers now, and how they do it. It is also interesting to find out what difficulties
they have observed in this process. Nowadays, it is becoming a big competitive
requirement to commit to sustainability, and as the society is demanding it from the
corporate world, the corporate organizations must demand reporting and measurements

from their suppliers.

1.5 Structure of the thesis

This thesis is organized into six main chapters, that explore the topics addressed in the
research questions regarding the role of procurement in the process of evaluating and
measuring the sustainability performance of supply chains. The first chapter is the
introduction, which aims to provide overall context and background for the study. It
addresses the objectives of the research, states the research questions and introduces the
conceptual framework on which the analysis is built. The chapter defines the key concepts
of the research, discusses some limitations and describes the chosen research methodology,
as well as outlines the thesis structure. The second main chapter focuses on the role of the
procurement function, and explores how the role of the procurement function has evolved
from an operational team to a strategic function. The chapter addresses how effective
procurement management can contribute to value creation, compliance, risk management
and manage sustainability-related initiatives within organizations. The third chapter
examines academic literature on sustainability, with a focus on environmental, social and
governance dimensions and their relevance to procurement and supply chains, as well as
establishes the contextual background of the empirical analysis by discussing current
practices of sustainable procurement reporting. Concepts such as the Triple Bottom Line,
supply chain emissions and their different types and supply chain resilience are described.
The integration of sustainability into supply chain management is considered, in addition
to relevant regulatory frameworks and the commonly adopted supplier sustainability

assessment tools, platforms and certifications.
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The fourth chapter of this thesis is the methodology chapter, in which the research design
is explained. The chapter outlines the criteria for selecting the research sample, and the
approach that was used to assess the organizations’ reporting on their sustainable
procurement activities. The limits of the data sources, as well as reliability, validity and
ethical standards of the study are explored. The fifth chapter presents the results of the
analysis and summarises how the chosen organizations report on sustainable procurement.
The final chapter of the thesis synthesizes the findings of the research and discusses their
implications for professionals within the field of procurement, and future research. The
chapter also reflects on the limitations of the study and provides suggestions for future

research on the topic.
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2 The role of the procurement function

The importance and impact of the procurement function has been increasingly recognised.
If the procurement process is performed effectively, it can contribute as a competitive
advantage to the organisation. The procurement process is a complex process, that can, in a
narrow sense, be defined as the act of buying goods and services for a firm and in a more
broad sense, as the activity of obtaining goods and services for the firm. However, the
procurement process entails more than just the end result of the set of activities. (Novack &
Simco 1991, 145) To furthermore explain the topic of the research, some key concepts that

concentrate on the phenomena of procurement and sustainability will be explored.

2.1 The procurement function

The procurement team traditionally works as a support function, and a critical link between
the different members of the supply chain. Novack and Simco (1991, 147-149) describe
the procurement process as a ten-step process, that involves thorough validation of the
purchasing need, user requirements, identification of the type of purchase, market analysis,
the identification and pre-screening of potential vendors, evaluation of supplier base,
choosing of the supplier, negotiation, delivery of the product or service, and post-purchase

evaluation.

In the short term, procurement can have an influence on the financial status of the
company, and in the long term, it can improve the business’s competitive edge. Because of
this, the role of the procurement function has changed from a purely operational support
function to a more strategic view. Typically, most of the costs of businesses stem from

their purchases, so often pressures for savings are mostly on procurement. (Huuhka 2022)

The aim of procurement is to produce added value to the business and its’ customers. The

traditional view of procurement was to buy the right amount of goods or services from a
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supplier that fills the criteria, of the needed quality, at the right time, at the right place and
delivered to the right place. Traditionally, the main task of purchasing was to tender the
suppliers, and the most important decision criterium was the price. The modern definitions
of procurement highlight, that the main aim is to ensure that the organisation has the best
external resources available that are the most suitable for each situation. To do this
effectively, the activities of the procurement team include for example the definition of the
purchasing need, finding competitive, effective, competent and reliable suppliers and
merging the companies own and the suppliers operations effectively, so that both parties

can benefit. (Huuhka 2022)

The procurement teams main goals include but are not limited to the following; ensuring
business continuity, ensuring that the flow of purchased goods or services is continuous
and the quality is stable, risk mitigation, decreasing dependency on single suppliers,
promoting corporate social responsibility, improving cost effectiveness and participating to
product development and innovation. Effective supply management impacts costs, risks

and added value to the business. (Huuhka 2022)

2.2 Procurement of services

Supply management is a widely researched topic, but majority of the studies focus on the
direct procurement point of view. Direct procurement deals with the purchasing of
revenue-generating categories like raw materials or goods in the manufacturing sector. In
comparison, there is little research that focuses on the functions that deal with indirect,
non-revenue generating procurement of services. (Darom & Plant 2023, 580) Indirect
procurement encompasses the process of acquiring goods or services that are not directly
incorporated into the business’s end product, but that are vital for its’ day-to-day
operations. Examples of such are office supplies, maintenance services or external IT

support. (Kim & Shunk 2004, 153)
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Service procurement is the acquisition of services by businesses to support their
operations. As the world and economy becomes more service-oriented, the procurement of
services becomes increasingly strategic. Organizations can achieve significant cost savings
and improve their efficiency by optimizing their procurement processes and benefitting
from new digital tools. Efficient planning and executing of service procurement is critical
to upkeep strong supplier relationships, achieve new technological innovations, improve on
strategic planning and successfully operate their business in the modern world. (Pereira &

Yurt 2024, 23)

Services constitute more than half of the global value-added share of gross domestic
product, and thus the importance of service procurement has increased significantly over
recent years. As competition has increased, companies have had to focus on their core
competences and activities to increase efficiency and purchase the remaining processes
externally. Simultaneously, the competition is also increasing within the manufacturing
industry, so they are extending their business models to also offer services to increase
customer satisfaction. However, this phenomenon of servitization of business may cause
them to outsource the delivery of services, resulting in a shift to a service economy, that
furthermore enhances the importance of procurement of services. Generally, it is
acknowledged that the sourcing of services is more complex than purchasing of goods.
Sourcing of services is linked to more substantial challenges, high risk of failure, and
substantial potential for overpayment or underservicing. (Heinis, Bamford, Papalexi &

Vafadarnikjoo 2021, 352-353)

At its’ best, service sourcing can result in value co-creation, and it can also be an important
differentiator of services. Key aspects that account for a successful service partnership
include communication resulting in relationship-specific knowledge, open dialogue,
information sharing and transparency, as well as the ability to create satisfactory customer

experiences. (Heinis et al. 2021, 353)
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2.3 Outsourcing and offshoring of services

Offshoring is the action in which an organisation moves its’ functions to another country,
traditionally in aims to get cost savings. Offshoring can lead to lower costs if the labour or
energy prices are significantly lower in the new location. The operational efficiency can
also improve due to the transition. Offshoring naturally has negative impacts on the
original, domestic country from which the services are moved away from, since the
number of jobs available is decreased. Most often the services are offshored from a
developing country. Developing countries often have poor environmental regulation
frameworks, since their infrastructures, systems, funds, personnel and political will are

lacking. (Massini & Miozzo 2012, 1221)

A study conducted by Morganti and Giovanni (2022, 2) suggests that organisations that
have strong sustainability initiatives can find offshoring demotivating, because often the
corporate social responsibility factors have more importance to them than the benefits that
offshoring could offer. Traditionally offshoring has been driven purely by economic
factors such as cost reductions, supplier selection and increased access to labor pools, but
recently it has been more influenced by sustainability considerations as well. It is more
widely recognised, that sustainability is becoming a competitive necessity for businesses to
thrive. Thus, organizations are forced to integrate sustainability into their offshoring

business model. (Morganti et al. 2022, 2)

The sustainability ambitions of an organization can have two alternative impacts on the
firms’ offshoring activities. If the organization is highly dedicated to corporate social
responsibility (CSR), it may tend to avoid offshoring to regions that have lower labour and
energy costs, if these regions do not align with their own sustainability ambitions. On the
other hand, in addition to demotivating offshoring, sustainability can also impact the
organization in encouraging behaviour. If the host country of the offshored services has
more favourable environmental policies and sustainable practices than local suppliers, the
firms may be more likely to offshore to these areas. This is highly dependent on where the

customer organisation resides compared to possible offshoring suppliers. This phenomenon
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is more noticeable in advanced economies. Organisations are starting to analyse their
carbon footprints and assessing it regarding their global manufacturing networks.

(Morganti et al. 2022, 9)

The demotivating implications with offshoring and sustainability can also lead to firms
opting for backshoring or reshoring. This means that while the companies are re-evaluating
their offshoring decisions, they might results in bringing their production activities back to
their home countries so that it better aligns with their sustainability goals. In addition to
environmental sustainability, other possible motivations for reshoring include reduced
logistics costs, reduction of labour gaps, subsidies for relocation, improved automation and
technology, as well as emotional elements like increased feelings of loyalty and sense of

belonging to their home region (Orzes & Sarkis 2019, 481).

Outsourcing of services has become a key feature of the global economy. Globalisation, as
well as developments in technology have allowed companies to develop their working
practices internally and externally. Partly due to the Covid-19 pandemic, companies and
their managements’ have had to switch their mindsets and adapt to new realities, while
simultaneously opening new possibilities for their employees, and potential outsourcing
partnerships. The outsourcing of services is far more complex compared to the process of
outsourcing manufacturing operations and also faces different kind of risks. The main risk
mitigation action that has been widely adopted, is to keep the business processes dealing
with customer service and customer contact local, and to mainly outsource the routine,

labour-intensive back-office service areas. (Mclvor 2010, 7)

Services can widely be divided into two categories, those used by individual consumers,
and those used by businesses. Furthermore, business services information technology
services and information technology enabled services. Information technology (IT)
services include for example consultancy regarding hardware and software, maintenance
and repair of computers, data processing and database activities. IT-enabled services
include professional services such as legal, accounting, market research, technical,

engineering, advertising, human resources, general or management consultancy services,
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as well as services like research and development, recruitment and call centres. (Mclvor

2010, 8)

The trading of services has grown significantly over the recent years. In 2024, the global
outsourcing market was valued at approximately USD 672.7 billion. This number consists
of service categories like IT outsourcing, business process outsourcing, knowledge process
outsourcing and outsourcing of professional services. Looking at a 10-year forecast period,
the market has been projected to expand at a compound annual growth rate of 8,5 %, thus
reaching an estimated valuation of USD 1318.28 billion by 2033. (Business Research
Insights 2025) Developed economies have less and less manufacturing facilities, most of
the global manufacturing has been outsourced to economies like China, South America and

Eastern Europe (Mclvor 2010,8).

The importance of services has grown over recent years, as companies are focusing more
on developing their own core competences. It is undoubtedly expensive to manage an
organisation with highly fragmented and dispersed processes. Manufacturing companies
have started to focus on their service offering as well, as the product markets have become
very saturated. Companies want to differentiate themselves from competitors, and
complement their own, core product offerings with outsourced services. Developments in
information and communication technologies have widened the range of possible service
areas. (Mclvor 2010, 8-9) Although the importance and scope of service outsourcing has
grown recently, it has been argued that the benefits and disadvantages of it are still subject
to debate. Both private and public sectors have raised problems with issues such as
sacrificed service quality, accountability issues, poor service coordination, reduced
flexibility and risks of information leakages. In addition, even though one of the key
drivers for outsourcing has traditionally been cost optimization and elimination, in some

cases the costs may even increase. (Taponen & Kauppi 2020, 172)
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3 Sustainability and sustainable reporting

Sustainability is becoming an increasingly important concern for organizations globally, as
they are facing more environmental, social and economic challenges. This chapter provides
an overview of key concepts related to sustainability, starting with the widely accepted
sustainability framework, the triple bottom line. Understanding the multidimensional
nature of sustainability is crucial for evaluating sustainability practices in businesses and
their impacts. The chapter also addresses the growing importance for supply chain
resilience and the management of sustainability-related risks. Supply chains are not only a
great way for organizations to reduce their carbon footprint, but also a way to prepare
against possible crisis and disruptions caused by climate change, resource scarcity and

social issues.

3.1 Triple bottom line

The Triple Bottom Line (TBL) is a sustainability framework that explores the ways of
reporting to include social and environmental performance in addition to financial
performance, which is traditionally the key aspect of corporate reporting. The triple bottom
line concept was developed by John Elkington in the 1990s. It concentrated on the idea that
businesses generate value in multiple different dimensions. Prior to this approach, the
focus of corporate organizations had been purely on financial performance and value. The
goal of the concept was to help the people in charge of these businesses to realize how
their organizations could become more sustainable in terms of economic, social and
environmental challenges, like corruption, human rights issues and climate change.

(Elkington 2013, 121)

Before the term of triple bottom line became a widely used term, the mostly used
alternative was eco-efficiency. The difference between eco-efficiency and the triple bottom

line idea, was that eco-efficiency only concentrates on financial and environmental aspects
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of business performance, while triple bottom line also takes into aspects the social issues

and wider economic issues. (Elkington 2013, 121)

The triple bottom line theory divides sustainability into three distinctive dimensions;
economic, social and environmental. Each dimension is necessary to achieve sustainability.
However, if all dimensions are not met and fulfilled, it does not mean that the business is
not being sustainable. The dimensions can interact, overlap and even conflict. (Andersson,

Svensson, Molina-Castillo, Otero-Neira, Lindgren, Karlsson & Laurell, 2022, 1159)

Andersson et al. (2022, 1161) describe the economic dimension as purely focusing on
performance, and involving the company’s capacity to grow economically to achieve
financial performance. A socially sustainable business conducts their business under fair
practices relating to labor, human capital, and community, while also concentrating on
social justice. Socially sustainable companies actively consider their people and the
societies they conduct their business in, in their decision-making and strategic development
and thus bring value to the community, their workforce and society in general. The
environmental dimension focuses on the environmental footprint of a organization.
Environmentally sustainable organizations confront issues like climate change,
environmental degradation, preservation of future resources, the company’s own
ecological footprint and conduct their business practices in a way that does not
compromise environmental resources for future generations. (Andersson et al. 2022, 1161)
The triple bottom line is a multi-dimensional approach that includes all these three separate

dimensions.

3.2 Reporting on sustainable procurement

Sustainability reporting is an asset that can help enhance business value, improve
operations, strengthen relationship with different stakeholders, and build trust and
credibility for the business. It also helps with internal decision-making, as it provides a

space for continuous improvement, by highlighting the areas that need more attention and
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enable justified decision-making. There are several guidelines and standards for
sustainable procurement reporting, but challenges remain in terms of data collection,

consistency and comprehensive implementation across sectors.

In recent years, sustainability has become an integral consideration in global supply chain
management, driven by regulatory pressures, stakeholder expectations, and the growing
awareness of environmental and social impacts. Accurate and transparent sustainability
reporting across supply chains is essential for organizations seeking to meet corporate
responsibility goals, comply with environmental legislation, and build resilient operations
with effective risk management and mitigation in place. This chapter explores key
mechanisms and challenges associated with sustainability-related supply chain reporting,
focusing on the tools and processes used to assess suppliers, the methods for screening and
conducting due diligence, and the challenges with the reporting of indirect, scope 3

greenhouse gas emissions.

The Science Based Targets initiative, also known as SBTi, is a corporate climate action
organization that helps businesses and financial institutions globally in finding ways to
help against the climate crisis. The SBTi develops standards, tools and guidance that
allows organizations to set realistic and fact-based GHG emissions reduction targets. They
define and promote best practices to emissions reductions and net-zero targets in line with
climate science and through the subsidiary, SBTi Services, they assess and validate
companies’ and financial institutions' targets towards achieving a net-zero economy and

the goals of the Paris agreement. (Science Based Targets 2025)

3.2.1 Sustainable procurement indicators and disclosure indexes

Over recent years, the demand for organizations to demonstrate their dedications and
actions to sustainable sourcing of their goods and services has grown significantly. This
has led to the development of new performance measures. Sustainable procurement

indicators, or so called SPIs, as well as disclosure indexes, DIs, can aid businesses in the
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reporting of their sustainable business practices. On the contrary, inconsistencies in these
indicators can pose reliability challenges. Disclosure indexes typically include a list of
specific items and topics that should be disclosed, thus allowing systematic assessment of
the completeness and quality of the provided information. In corporate governance and
financial reporting, disclosure indexes are commonly used by investors, analysts,
regulators, and other stakeholders to evaluate for example the transparency and reliability
of a company’s disclosures. The DIs help stakeholders to compare the disclosure practices
of different companies within the same industry or across different industries. DIs are also
often used in sustainability reporting and ESG assessments to evaluate companies’
sustainability performance and level of transparency in areas like environmental impact,
social responsibility and governance practices. The vulnerability of these DlIs is that they

involve some subjectivity. (Lau, Yadlapalli, Abdulrahman, Chhetri & Thai 2023)

A study on the Australian Securities Exchange revealed significant variations in disclosure,
with companies reporting more on governance and environmental dimensions than on
economic and social domains. It was also found that there are significant differences in the
disclosure index between industries. Industries such as the Financials, which is primarily a
service industry report less sustainable procurement activities than for example healthcare,
which includes high values of physical procurement of goods. There is big differences and
discrepancies between the sustainable procurement reporting also between companies, as it
is not mandatory, and some companies can find it beneficial, as others might regard it as
cost ineffective. The attitudes companies have for their sustainable procurement disclosure
also has effects to the company’s sustainability strategy and performance in the long-term.
The study suggests that there should be a standardized disclosure index, that would
promote disclosure through benchmarking, therefore exerting peer pressure on firms and
initiating changes in consumer buying behaviours, to alter attitudes of companies in
sustainability thinking. As per the signalling theory developed by Spence in 1973, it is
typically the firms that do well in their sustainable procurement actions that are the most
keen to report it publicly to the markets. The legitimacy theory suggests that this disclosure
could aid the companies to gain social license to operate. The stakeholder theory proposes

that sustainable practice disclosure rating is a way that companies can select to
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communicate to and enhance confidence of their stakeholders, for example suppliers,

regulators and investors. (Lau et al. 2023)

3.2.2 Regulatory guidelines for sustainable procurement reporting

ISO 20400 is an international sustainable procurement standard. It provides guidance for
organizations about how to successfully integrate sustainability into their procurement
processes. It outlines the enablers for sustainable procurement, such as effective leadership,
stakeholder engagement, risk management and accountability. It guides organizations to
consider how they should consider sustainability in each stage of the procurement process,
for example planning, supplier selection and contract management. The standard
encourages responsible supply chains, but it can also aid organizations to mitigate risks, for
example by avoiding possible human rights issues and environmental harm. Implementing
these procedures can enhance the organization’s brand reputation and improve its’ value

in the long term. (Harris & Divakarla 2017, 1604-1606)

The ISO 20400 standard supports organizations in achieving the UN Sustainable
Development Goals (SDGs). The standard does not highlight any specific SDGs, but it
aligns with many, by holistically approaching ESG responsibility of supply chains. For
example, SDG 12 focuses on responsible consumption and production, and the standard
promotes sustainable use of resources through lifecycle thinking and taking into account
the environmental impact in purchasing decisions. SDG 13 focuses on climate action, and
the standard encourages organizations to consider carbon footprint and energy use in their
supply chains. SDG 8 is about decent work and economic growth, and the ISO 20400
standard emphasizes the importance of fair labour practices, human rights and good
supplier working conditions. SDG 5 promotes gender equality, and the standard supports
the implementation of inclusive procurement practices, such as sourcing from women-
owned businesses. SDG 16 concentrates on peace, justice and strong institutions, and the
standard supports this idea by encouraging ethical procurement, anti-corruption measures

and transparency. SDG 17 is partnership for the goals, and the standard encourages
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collaboration throughout the supply chain to drive sustainable innovation and improvement

through the whole life cycle. (ISO 2018)

The ISO 20400 standard includes guidance on reporting, but it does not include any
detailed reporting requirements or formats. The key points of the standard in terms of
reporting highlight the importance of integrating reporting as a part of the procurement
process to encourage transparency, consistency and meaningfulness. It should be a key
component of the overall sustainable procurement process and strategy, tied to monitoring
performance, improving transparency and driving continuous improvement. The standard
encourages procurement professionals to communicate more effectively internally, to
inform the leadership and staff about their progress, and externally to share achievements
and commitments with stakeholders, such as suppliers, customers, investors and regulators.
Some elements that the standard recommends focusing on in reporting include objectives
and performance indicators, what sustainability risks were identified and how they were
mitigated or managed, how engagement with suppliers and other stakeholders is going,
what improvements have been made to the procurement practices, as well as results of

audits or assessments. (ISO 2017)

The Global Reporting Initiative or so called GRI is a framework for sustainability
reporting. The aim of the GRI is to promote the dissemination and improve the quality of
sustainability reporting. (Barkemeyer, Preuss & Lee 2015, 313) The GRI is one of the most
widely used global frameworks for sustainability reporting. GRI was founded in 1997, and
since then it has maintained a strong commitment to environmental issues. It has been
found that the adoption of GRI reporting has correlation with superior environmental
performance. The companies that use GRI reporting frameworks have proactive
environmental strategies and use the framework as a tool to inform their external
stakeholders more easily, as their environmental performance might otherwise not be
directly observable to them. Higher environmental disclosure has also been found to
correlate with more profitable companies. (Del Mar Alonso-Almeida, Llach & Marimon

2015, 319-322)
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3.3 Evaluation measures of supplier sustainability performance

There are multiple different types of platforms that are developed to help organisations
evaluate their service providers on their ESG performance, possible risks and opportunities
for improvement they might have. Today, there are already several different kinds of tools
and standards that can be observed to get some knowledge of the status of the suppliers’
sustainability procedures. (Nagarjuna, Ramachandran, Nautiyal, Singh, Nayak & Ganguly
2023, 846)

One of the most widely used comprehensive sustainability assessment platforms is
EcoVadis. The tool provides a scorecard with a 0-100 rating of the supplier performance,
as well as detailed insights into strengths, risks and potential areas for improvement. The
system uses benchmark information against industry peers and uses tools to track the
process development and performance over time. The EcoVadis assessment covers 4
distinct themes within the sustainability phenomenon, that are based on 21 CSR criteria.
The themes are based on the triple bottom line view and also include an extra theme to
provide a more holistic view of the company’s operations and its sustainability status. The
first of the four themes is environment. In this part of the assessment, the focus is on the
organisation’s amounts of energy consumption, GHG emissions, their actions against
pollution prevention and how they manage their water consumption and waste
management. The EcoVadis tool recognizes common environmental certifications like ISO
26000. The second theme is labor and human rights. In this approach, the focus is on the
health and safety aspects, working conditions in the organisation, if they are involved in
any child or forced labour, and diversity, equity and inclusion themes. A third area of focus
are topics dealing with ethics, such as corruption, bribery, fair business practices and data
protection procedures. The fourth theme of the EcoVadis assessment is sustainable
procurement. In this theme the supplier organisations’ supplier selection and monitoring
practices are assessed, as well as potential environmental and social risks they might have

in their supply chains. (EcoVadis 2025)
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The EcoVadis assessment process begins with filling in an online questionnaire. The
questionnaire is tailored to the size, sector and origin county of the chosen business. The
supplier also needs to submit evidence to back up their answers, such may be their internal
and external policies, reports and certifications. This data and evidence is then analyzed by
EcoVadis experts, and they will send the company a scorecard with an overall score, as
well as broken down between each of the four themes. EcoVadis is used widely across the
world in large corporations such as Nestlé, L’Oréal and Unilever (EcoVadis 2020a;
EcoVadis 2020b & EcoVadis 2022). It is used by procurement teams who are evaluating
their suppliers risks, but the idea to using the tool might stem directly from the supplier, as
it can serve as proof of their sustainability credentials and help the suppliers to win
customers. The benefits of using EcoVadis include that it is a standardized assessment
system that has been widely recognized across industries. It helps companies to comply
with ever-developing ESG regulations and improves supply chain transparency. By
breaking down the supplier score to different themes, and offering concrete areas of
improvement, it encourages supplier development and sustainability progress. (EcoVadis

2025)

3.3.1 Supplier screening and due diligence

Supplier screening and due diligence are critical components of SSCM due to their
significant impact on achieving sustainability goals across the environmental, social and
economic dimensions. Screening suppliers helps companies to comply with laws and
regulations relating to human rights as well as environmental standards. For example, the
German Supply Chain Due Diligence Act mandates that companies integrate compliance
obligations into their processes while emphasizing the need for thorough risk analysis and
preventive measures. In addition to regulatory compliance, effective supplier screening
helps in identifying potential risks related to environmental or social issues and thus
allowing companies to implement mitigation measures and avoid disruptions in their

supply chains. (Buttke, Schétteler, Seuring & Ebinger 2024, 910-921)
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Supply chain resilience refers to the critical capability for maintaining, resuming and
recovering supply chain operations if severe disruptions were to occur. The concept has
developed to include not only the ability to return to the original level, but also to persist,
adapt, or transform in response to significant changes. (Anderluh, Herburger, Wakolbinger,
Kummer, Geske & Novoszel 2022) During the recent COVID-19 pandemic, the

importance of supply chain resilience has been recognized furthermore.

Sustainability-related risks can realize by disrupting operations, causing inefficiencies and
increase costs tremendously. Unexpected environmental hazards can cause delays in
production, and social issues might lead to reputational damage or loss of trust from the
customers, investors and other stakeholders. Effective risk management can lead to better
financial performance, better resource allocation and risk mitigation strategies. Proper risk
management of social and environmental risks can improve not only the business but also
the environment it operates in. Examples of risks related to environmental sustainability
are pollution in air, water or soil, waste generation and resource depletion. Some possible
risks in social sustainability are labor issues and poor working conditions, community
impact and reactions of stakeholders. Economic risks to consider are financial instability,

market fluctuations and supplier dependency. (Giannakis & Papadopoulos 2016, 456-457)

Supplier screening and due diligence processes are crucial for achieving the triple bottom
line benefits. (Govindan, Khodaverdi & Jafarian, 2013, 352) Incorporating sustainability
criteria into supplier selection and evaluation ensures that suppliers follow necessary
sustainability principles, such as waste management, use of eco-friendly materials, and fair
labour practices. Ensuring these activities not only improves the sustainability of the
supply chain but also enhances the company’s reputation and competitiveness. Regular
screening of suppliers as well as due diligence enables companies to identify the areas
where their suppliers need the most improvement. This allows space to foster collaboration
and initiate development projects that can enhance the supplier performance and their

sustainability. (Ghosh, Mandal & Ray 2021, 207-208)



26

3.4 Barriers to effective scope 3 emissions reporting

Currently, the scope 3 emissions reported by companies are largely based on industry
averages, financial information, and other approximations. The using of averages and
approximations creates some difficulties and data uncertainties, as sometimes the
approximate values might be very close to the actual emissions, but other times they might
be very inaccurate. To get precise measures of the actual scope 3 emissions, primary data
sharing all across the supply chain would be needed. Collaborative engagement with
suppliers, development of social capital between the different tiers of the supply chain,
openness and transparency in regards to data sharing, are essential aspects of efficiently
evaluating and understanding the actual amounts of GHG emissions in the extended supply
chains of businesses (Dahlmann, Brammer & Roehrich 2023, 1758). As the guidelines for
emissions sharing are becoming stricter, it will eventually be necessary to share this
primary data to get valid data regarding the decarbonization of supply chain emissions.
Industry averages are not precise enough to get valid amounts. The common goal of
mitigating overall GHG emissions should be the common driver for sharing companies’
primary data for scope 3 emissions calculations. Businesses are careful with sharing this
information with each other, but recent developments in the field of cryptography help
with the computation and analysis of shared data and simultaneously allowing the parties
to keep their inputs private. This data encryption process significantly reduces the risk of
data owners revealing their sensitive data or losing control over it and therefore increasing
the willingness of different supply chain parties in partaking in data sharing. With this
process, firms can conclude the different parts of the supply chain where there is some

emission reduction potential. (Stenzel & Waichman 2023, 1-2)

Reporting increases transparency and leads to accountability. As accountability increases,
it opens possibilities for cooperation and coordination across the supply chain to take on
their common goal and tackle emissions reduction at the most effective point of the supply
chain. The difficulties in primary data sharing rise from the complexity of the supply
chains. The supply chains are complex, they have multiple tiers of suppliers, possibly with
totally different geographical locations across the globe, and to access the primary data,

businesses need to access data that is not completely under their own control. All suppliers,
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along all tiers within the supply chain would need to measure and share the relevant data
with each other, but the global infrastructure and technical knowledge is not at a required
level. Especially in many smaller firms, there might be lacks in in-house expertise to
prepare and provide the relevant scope 3 data in a shareable format. To tackle this issue, it
would need significant investments. Providing this information might also be harmful for
businesses, as they might simultaneously reveal some confidential information regarding
their operations (for example costs or technologies), and therefore firms might be very
hesitant to make the required investments. (Stenzel et al. 2023, 2-3) There is no
standardized methodologies or standards for data quality for scope 3 emissions, and also no
standardized reporting frameworks or guidelines makes accurate reporting

comprehensively complicated, if not impossible (Tian, Jia, Chen & Xing 2025, 2).

Primary data sharing is disturbed by some legal and regulatory challenges, for example
related to data ownership, access and re-using of data. Organizations do not have access to
all the data they would need in order to report their scope 3 emissions efficiently, and if
they have access to the data themselves, they might face contractual limitations in regards
of re-sharing the data as part of their own emissions for the next tier of the supply chain.
There are also some governmental regulations regarding data sharing and protection across
borders, for example the article 27 of the Data Act of the European Commission. It
requires cloud computing providers to prevent the international transfer of non-personal
data where such transfer might create a conflict with Union law. Some data-sharing
between companies might risk breaching anti-competition laws if it deals with production
capacities, delivery routes etc, which might be very relevant for scope 3 emissions. Scope
3 emissions have not been acknowledged in existing laws, so they are on a grey zone in
terms of regulation. To overcome these regulatory issues, it requires some big steps from
policy makers and regulators, as private businesses have only a limited amount of leverage
over other companies in the supply chain. In order to get real changes and pressure to the
process, the reporting of scope 3 emissions would need to be mandatory, and the legal and
regulatory barriers related to scope 3 emission related data across borders would need to be
removed. (Stenzel et al. 2023, 3-4) Because scope 3 emission reporting is still a voluntary

activity under all global regulatory frameworks, it is not a common reporting activity for
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most organizations, even though it can contribute to approximately 75 % or an even bigger

part of the company’s total emission footprint (Hettler & Graf-Vlachy, 264).

3.5 Life cycle assessment

Life cycle assessment, abbreviated as LCA, is a globally recognized, standardized method
for performing environmental evaluations of products. The guidelines for using LCA are
very much product-focused, including the manufacture and recycling/end-of-life activities,
and do not blatantly suit the service industry. However, the LCA has been used to assess

services in some scientific literature. (Kjaer, Pigosso, McAloone & Birkved 2018, 667)

The organizational life cycle assessment (OLCA) uses the perspective of the standardized
LCA, but the focus is on organizational activities and their value chain to compile and
assess the inputs and outputs, as well as the potential environmental impacts. The scope
has also been widened to include social aspects as well, and with that it is called the social
organizational life cycle assessment or SOLCA. The organizational approach can be
utilized as a strategic tool for comprehensive environmental assessments to track
performance over time, avoid burden shifting, inform management decisions, or as an

input for supporting corporate reporting activities. (Marx, Forin & Finkbeiner 2020, 1-2)
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4 Research methodology and selected sample

This chapter outlines the research methodology and process of data collection. Firstly, the
methodological decisions are outlined. Next, the data collection method is introduced.
Then, the chosen case companies will be briefly introduced. Finally, the chapter concludes

with an assessment of the research’s validity and reliability.

4.1 Methodological decisions

This study uses a qualitative research approach based on purely secondary data,
specifically publicly available sustainability and annual reports from selected organizations
that reflect the organizations’ formal commitments, internal guidelines and externally
communicated performance. It is considered that the nature of research is exploratory, and
the theme of sustainability in itself and within service sourcing is very complex, and thus
qualitative methods are seen as appropriate for capturing organizational strategies and

views around the topic.

The collected data is analyzed using qualitative content analysis, which can be used as a
systematic method to identify themes, patterns, and meanings in textual data. Qualitative
content analysis focuses on the subject and context and emphasizes variation, for example,
possible similarities within, and differences between parts of the text. The method
introduces opportunities for the researchers to analyze manifest, descriptive, latent and
interpretative contents. Manifest contents are close to the text, and latent contents are
distant to the text, for example interpretations of the underlying meanings of the text.
Qualitative content analysis can be divided into three distinct methodological approaches;
inductive, deductive and abductive. The inductive approach can also be called data-driven
or text-driven, and it is mostly known as the search for patterns. During the analysis the
researcher identifies similarities and differences in the data and organizes them into

categories and themes at different levels of detail and interpretation. Deductive approach is
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also known as concept driven. In this approach, researchers test if existing theories or
models match the data that they have collected. So, in this approach, researchers start with
a theory and then look at details in the data. This approach is challenging, as researchers
might create categories based only on the existing theory and may fail to consider any
possible new information. The abductive approach can be called complementary,
combined, retroductive or fuzzy logic. This approach helps in creating a fuller
understanding as it “moves back and forth” between inductive and deductive methods. In
this approach, researchers utilize both inductive and deductive approaches at different
stages of their qualitative content analysis. (Graneheim, Lindgren & Lundman 2017, 29-

31)

In this research, a deductive approach is used, as categories are pre-defined based on
former sustainable procurement literature. Key categories of the framework are
sustainability criteria for services, measurement approaches, development opportunities
and reported challenges. By comparing these themes from data of multiple organizations,
the study identifies common practices of the field and key differences in how the issue is

addressed in the organizations’ public reporting.

4.2 Data collection

The data used in this research is written material from the chosen companies’ websites and
public records like annual and sustainability reviews from the last available financial year,
2024. The data used is thus secondary data. Secondary data refers to data that has been
collected by other researchers and might be published in documented sources. Secondary
data aids researchers in gathering relevant background information of their research topic

(Boaduo 2011, 140-142).

In the next section, the chosen organizations for the research are introduced. The
companies are chosen based on geographical location, company size and data availability.

By data availability in this context is it meant that in their annual or sustainability reports
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from the financial year 2024, they mention emission reporting of Scope 3 emissions,
including emissions from purchased goods and services, or something similar. All the
chosen sample companies are based in the Nordic region and headquartered either in
Finland or Sweden. The chosen companies are large companies per the EU commission
definition, as their annual turnover exceeds 50 million euros. Small and Medium-sized

enterprises are excluded from the study.

4.3 Research sample

Metsd Group is a Finnish forest industry group that operates in international markets
(Metsd Group 2025a). Their turnover in 2024 was 5747 million euros, and their
comparable operating result was 203 million euros (Metsd Group 2025b). In 2024, Metsa
Group had 3173 suppliers in total, of which 99 % had committed to their Supplier Code of
Conduct, and 79 % were assessed and audited (Metsd Group 2025c).

Musti Group is the market leader in pet care in the Nordics. The business operates in
Finland, Sweden and Norway. (Musti Group 2025a) Musti Group offers a wide, curated
range of pet products including food and non-food. They have a range of their own
exclusive brands as well as third-party brands. They also provide pet care services such as
grooming, training and veterinary services across the Nordic countries. (Musti Group
2025b) Musti Group's revenue during its most recent financial year, which exceptionally

covered a 15-month period, was 561 million euros (Musti Group 2025¢).

Sweco is Europe’s leading architecture and engineering consultancy business. It offers
services in 3 distinct areas: buildings and urban areas; water, energy and industry; and
transportation infrastructure. Sweco operates their business in 8 geographical areas and
covers around 15 markets in Europe but conducts projects around the globe. (Sweco
2025a) Sweco’s head office is situated in Stockholm, Sweden (Sweco 2025b). Their

revenue in 2025 was about 2,7 billion euros (Sweco 2025¢).
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Kesko is a Finnish organization that operates in the trading sector, and conducts business
in the grocery trade, building and technical trade as well as car trade. Kesko is the biggest
trading sector operator in Finland, and has around 1700 stores in Finland, Sweden,
Norway, Denmark, Estonia, Latvia, Lithuania and Poland. Since 2005, Kesko has been
ranked as among the world's most sustainable companies in the Global 100 ranking. The
organization lists sustainability as one of their competitive advantages. Their aim is to
enable customers to make sustainable choices and drive change throughout their value
chains, from production to consumption. The focus areas of their sustainability strategy are
climate, nature, value chain, their people and good governance. (Kesko 2025a) Kesko’s

revenue in 2024 was 11,9 billion euros (Kesko 2025b, 7)

Sanoma is a Finnish company, that provides learning products and services and Finnish
cross-media publications. Sanoma employs close to 5000 professionals across Europe.
Sanoma learning provides printed and digital learning content, and digital learning and
teaching platforms for primary, secondary and vocational education. Their Sanoma Media
Finland branch provides independent journalism and entertainment. Their sustainability
strategy is designed to minimize their environmental footprint and maximize their positive
“brain print”, as they call it, on society. They are a signatory to the UN Global Compact
and committed to the UN Sustainable Development Goals. Their 2024 revenue was 1,4
billion euros. (Sanoma Group 2025a) Sanoma expects the digitalisation of the media
business to reduce their GHG emissions related to print media significantly (Sanoma

Group 2025b, 64)

UPM is a Finnish material solutions company that specializes in renewable fibres,
advanced materials, decarbonization solutions and communication papers. UPM employs
approximately 15 800 people globally, and their annual sales are around 10,3 billion euros.
They utilize renewable feedstocks in their operations to contribute to the sustainable
transformation of society and has been globally recognized as a top sustainability operator

by CDP and S&P Global. (UPM 2025a)



33

Nordic Investment Bank is an international financial institution that operates in Sweden,
Norway, Finland, Denmark, Iceland, Estonia, Latvia and Lithuania and is headquartered in
Helsinki. The Nordic Investment Bank finances projects in the Nordic-Baltic region that
improve productivity and benefit the environment. The Nordic Investment Bank, also
known as the NIB, was established in 1975, and since then, they have disbursed over 76
billion euros in loans. (Nordic Investment Bank 2025a) In 2024, their net interest income

was 332 million euros (Nordic Investment Bank 2025b).

4.4 Validity and reliability

According to Kidhkonen (2011, 38), the evaluation of validity and reliability is one of the
most important issues in research. Traditionally validity is thought to be better evidenced
in quantitative studies. In qualitative research, there is a wide range of research methods
and techniques, and not really any universally accepted criteria to assess validity. Validity
in qualitative research can have multiple different meanings, for example rigor,
trustworthiness, appropriateness or quality, and the validity can also be described in a
variety of terms. Whereas in quantitative studies, the validity of qualitative studies is not a
specific set of measures that can be used to ensure it. (Hayashi, Abib & Hoppen 2019, 98-
99)

In qualitative research, trustworthiness is based on the overall impression of quality
associated with the research. Validity can be reached through the researcher checking the
accuracy of the findings by employing certain procedures. On the other hand, qualitative
reliability implies that the approach of the researcher is consistent with different projects
and other researchers. Reliability refers to how solid and dependable the study is, in terms
of the methods that were used and how they were applied. Reliability explores if the
research process is consistent and if it would stay similar over time or if the research was
conducted by different researchers. The reliability of a study can be helped by explaining
in detail why certain methods were chosen and describing how the analysis was done.

Reliability can be reached by clearly and consistently explaining how the research was
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conducted, so that it would be possible for others to understand and replicate. The validity
of the qualitative research refers to how accurate and trustworthy the findings of the study
are, as seen by the researcher themselves, participants or readers of the study. Both terms,
validity and reliability are debated among qualitative research, as it stems from quantitative
research traditions, which is why it can be challenging to directly apply in qualitative

research. (Rose & Johnson 2020, 432-436)

The credibility of the used data is supported by only using data from official, publicly
available documentation of the companies’ annual and sustainability reports from the last
available year, 2024. Such documents are typically reviewed and audited prior to their
publication, thus also creating credibility for the information that is in them. The validity of
this study is however weakened by the small sample and the narrow geographical scope.
The data is specific to the time, as all the collected data is from 2024 reporting. The reports
themselves might have figures that represent the organizations’ development over the

years, but the research itself does not include data from various different years.
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5 Empirical findings and analysis

This chapter presents the empirical findings of the study. Firstly, the collected data from
the selected organizations’ annual and sustainability reports will be introduced. After the
data is introduced, the results will be analysed using the qualitative content analysis

method and the pre-defined categories introduced in the former chapter.

5.1 Annual and sustainability reports

Metsd Group has initiated multiple joint emission reduction projects with their suppliers.
Metsd Group has a joint 2030 target with VR, the Finnish logistics group. They aim to
halve the emissions from the transports of their cooperation by the next change of decade.
Metsd Group also has a joint target with a Dutch maritime logistics company called Royal
Wagenborg. Their common target is to reduce products’ CO2 emissions from marine
transports by 30 % (per tonne per mile) from their 2021 level by 2030. (Metsd Board 2025,
48-49)

In addition to these joint partnerships, Metsd Group describe in their Metsd Board Annual
Review (2025, 48-49) that their logistics emissions will be continuously reduced by
planning efficient routes, minimizing the distances of transport, optimizing fill rates and
favoring rail connections to road connections when possible. In 2024, Metsd Group
performed a survey on their supply chain’s plans and readiness for emissions reductions in
cooperation with 19 suppliers and 2 customers. In late 2025, Metsd Group set a target to
reduce GHG emissions in “category 4; Upstream transport and distribution” by 30 % per
tonne produced, with a baseline year as 2022 and work towards the goal beginning in

2025. (Metsd Board 2025, 48-49)

Metsd Group recognizes that most of their upstream and downstream value chain

emissions are caused by long transport distances, but they try to control the distances by
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using wood procured from Finnish and Swedish forests. Metsd Group acknowledges the
increased demand for reporting of value chain emissions from regulatory standpoint as
well as increased customer requirements, but highlight that comprehensive identification,
accurate measurement and reduction of climate impacts is more difficult in the value chain
than in their own operations, where they have very ambitious sustainability goals.
According to their calculations, 31 % of their Scope 3 emissions are from end-of-life
treatment of sold products. Their annual review states that during the year 2024, their
calculation processes for Scope 3 emissions were further developed, but do not elaborate
on how that was done or what was achieved with these developments. (Metsd Board 2025,
43) As can be seen from figure 2 below, Metsd Group has succeeded in decreasing the
number of indirect GHG emission in their value chain during the last 3 years, and the trend
is decreasing. Of these emissions, a third is from end-of-life treatment, after Metsd Group
has already sold the products, so in reality, supply chain activities are about 69 % of these

emissions.

Indirect GHG emissions in the value chain
(Scope 3), tCO2e

2400 000,00 2274 825,00

2200 000,00

1792 006,00 1.789:138.00
2000 000,00
1 800 000,00
1 600 000,00
1 400 000,00
1200 000,00

1 000 000,00

2022 2023 2024

Figure 2: Metsd Group Indirect GHG emissions in the value chain, tCO2e (Metsd Group
2025¢)

Musti Group highlights that responsible supply chains are integrated into their constantly

developing sustainability work. They require suppliers to commit to their own Supplier
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Code of Conduct and to comply with applicable legislation. Their Supplier Code of
Conduct demands their suppliers to commit to ethical business practices, to respect
international human rights commitments and to be aware of the importance of their
business on the environment and to manage and reduce negative impacts on the
environment. In 2024, 99,2 % of their suppliers committed to the Supplier Code of
Conduct. Musti Group explains that their responsible supply chain is based on processes
such as new supplier selection including supplier assessment, long-term cooperation with
suppliers, self-assessments and audits of their performance. The organization also utilizes a
third-party who performs amfori BSCI audits for suppliers in risk countries to identify
suppliers’ practices and business processes in relation to adverse human rights impacts,
occupational safety terms and conditions such as working hours, child labour ban and
forced labour ban. The sustainability review highlights that during the 2024 year, they have
developed their supplier self-assessment and audit system, and will continue the work in
2025, but do not elaborate on what was actually done and how it has developed their
processes. They state that in 2025 they will update the inventory of scope 3 value chain
emission categories and develop strategies for data collection, as well as evaluate metrics

and set new targets. (Musti Group 2025d)

Sweco has committed to a SBTi validated target to reduce their Scope 3 emissions by 30 %
by 2030, measured from base year 2020. Of Sweco’s Scope 3 emissions, over half are from
procurement of goods and services, and of which IT and sub-consultants account for the
largest emission categories. Other categories of significant impact are business travel and
commuting. Sweco aims to have their largest IT service and product suppliers to have
SBTi validated climate targets by 2028. They aim to achieve this goal by increasing
cooperation and integrating sustainability requirements, renewable energy requirements on
a contractual level and into supplier incentive programmes. Sweco aims to transition from
spend-based emissions calculations to a supplier-specific approach. From 2023 to 2024,
Sweco’s Scope 3 emissions increased by 12 %, to 57 344 tonnes COze. In 2023, Scope 3
emissions accounted for 77 % of their total emissions, and in 2024 the same number was
82 %. Their total emissions increased by 6 %. In Scope 3, purchased goods and services,

employee commuting and business travel remained the highest emission categories. The
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large impacts can partly be due to investments in offices as their new office in central Oslo

was opened in September of 2024. (Sweco 2025c, 69-74)

Kesko has identified that most of the emissions in their value chains are from the life cycle
of purchased and sold products as well as from the manufacturing and transportation of
capital goods. Kesko has committed to setting net-zero targets and aims to reduce the
emissions of their whole value chain to net zero by 2050. They aim to validate the targets
with SBTi. Kesko claims that they encourage their suppliers to set their own science-based
emissions targets, but do not elaborate on if it is something they demand them to do.
However, Kesko has ambitious plans to have 67 % of their suppliers and service providers,
measured by spend, set science-based emission reduction targets by the end of 2026. In
2024, the comparable result was that 48 % of their suppliers had set science-based, short-
term emission targets. In 2024, Kesko’s total GHG emissions were 7 221 729 tCO2eq, of
which 7 122 142 tCO2eq were from indirect Scope 3 emissions, and of those, 6 108 778
tCO2eq were from purchased goods and services. Kesko reports their direct and indirect
GHG emissions in compliance with the GHG Protocol Corporate Accounting and
Reporting Standard and the Corporate Value Chain Accounting and Reporting Standard. In
their annual report, Kesko explains that the calculations of their indirect emissions from
their value chain are heavily based on estimates, and therefore the calculation methods and
sources they use have a high degree of uncertainty, and thus they are only very high-level
estimates of their actual climate impacts. They have used emission factors from databases
DEFRA GHG conversion factors, GLEC Framework V3.1, Statistics Finland’s Fuel
classification and the Emissions database for construction. They have also utilised
individual emission factors and emission calculations obtained directly from their

suppliers, service providers and other business partners. (Kesko 2025b, 96-203)

In their annual report, Kesko explains how they have calculated the emissions for their
main Scope 3 emission categories. The highest number of emissions was for purchased
goods and services. Kesko uses weights of the purchased goods to calculate the emissions.
If they have no purchase data available, sales data is used. If weight data is not available,

emissions are calculated based on euros. Vehicle emissions calculations utilise a tool
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commonly used within the automotive industry. For emissions of services, Kesko includes
emissions from their car trade division’s demonstration and servicing activities, and
emissions from cleaning, property maintenance and technical services and IT services they
purchase. For calculating the emissions from services, Kesko utilises emission factors
based on the factors reported by their service providers. From these factors, Kesko

calculates an average to use to estimate emissions for all similar services. (Kesko 2025b,

103-104)

Since 2021, Sanoma has reduced their value chain emissions by 38 %. Scope 3 emissions
account for about 95 % of Sanoma’s total GHG emissions. All new key suppliers in 2024
have signed Sanoma’s Supplier Code of Conduct that outlines their environmental
principles and requirements towards all their suppliers and addresses climate change, use
of renewable energy, use of plastics, deforestation or forest degradation impacts, waste
management, circularity and pollution prevention. The SCoC sets out the ethical standards
and responsible business principles that their key suppliers and service providers are
required to comply with. For assessing their indirect emissions in categories 1, 4, 5 and 7,
Sanoma partially estimates the data using indirect sources. 33 % of their Scope 3 GHG
emissions are calculated using non-primary data. They evaluate the data’s accuracy levels.
They aim to improve the methods of GHG emission data collection from suppliers by
cooperating with the suppliers more and developing standardised methods. (Sanoma Group

2025b, 9, 14, 36, 65)

Sanoma uses the GHG Protocol for emissions calculations, and their climate targets are
validated by the SBTi. Their metrics are partially based on the Global Reporting Initiative.
The categories 1; Purchased goods and services, 3; Fuel and energy-related activities, and
4; Upstream transportation and distribution account for over 75 % of Sanoma’s Scope 3
emissions. Their validated SBTi target aims to reduce Scope 3 emissions by 38 % by 2030,
measured from the base year 2021, accounting the above mentioned, 3 most high emission
categories. Sanoma’s initiatives for reducing their Scope 3 emissions concentrate on
cooperation with their suppliers to reduce emissions related to materials production and

transport. Sanoma tracks their supplier performance by collecting GHG emissions data,
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and encouraging suppliers to measure their climate footprint, set science-based targets and
transition to renewable energy. Sanoma highlights that in Scope 3, the success of their
planned actions are highly dependent of the cooperation and commitment of their suppliers
and partners. Sanoma utilises the Workiva tool to calculate their Scope 1, 2 and Scope 3
emissions in categories 2, 3 and 5. For other Scope 3 categories, Sanoma uses a tool that

has been built using Excel. (Sanoma Group 2025b, 36, 64-66, 71)

In 2024, Sanoma reached 38 % reduction in Scope 3 emissions in categories 1, 3 and 4,
measured from the 2021 base year, thus reaching their SBTi validated target already,
although the target was set for 2030. The key actions they did to succeed in this was
partnering with suppliers. They worked together with their paper suppliers to use lower-
carbon paper, and with their printing suppliers to ensure that their targets are ambitious and
carbon accounting is reliable. In 2024, Sanoma hosted a Supplier Day for their paper and
print suppliers to enhance cooperation and train them on product-level emission
calculations, European Union Deforestation Regulation, Corporate Sustainability
Reporting Directive, Corporate Sustainability Due Diligence Directive and other relevant
regulatory developments. Sanoma has benefitted from the transition from print to digital,
as the result of this has been that print-related emissions have reduced significantly.
Sanoma is developing their calculation models and cooperation with suppliers who deliver
services like IT equipment, consulting, marketing, cloud-services and TV productions to

ensure further reductions. (Sanoma Group 2025b, 66)

UPM has around 23 000 businesses they purchase products, materials and services from,
including start-ups and international corporations. In addition to these businesses, they
purchase wood from around 14 500 private forest owners. The main sourcing categories at
UPM are fibres, chemicals, other raw materials, logistics, energy and indirect purchases.
Social and environmental responsibility and product carbon footprint are values that are
embedded in their supplier selection criteria. UPM states that they cooperate with theirs
suppliers and contractors to continuously improve their supply chain’s efficiency,
transparency and sustainability. UPM has a programme for sustainable supply chain that

asserts their responsible sourcing practices and priorities, and addresses environmental,
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social and governance issues that relate to resilient supply chains. The programme entails
instructions about procurement and supply chain management practices and supplier
requirements. The programme is implemented in concurrently with their 2030
responsibility targets. UPM utilises EcoVadis for their supplier assessments, and also other
assessment tools, conducts supplier audits and reviews, and develops joint development

plans. (UPM 2025b, 80-81)

UPM’s goals for 2030 are to reduce fossil CO2 emissions from materials and logistics by
30 %, measured from base year 2018. UPM has a -30 by 30 programme, through which
new and existing suppliers must provide data on the carbon footprint of the goods and
services they sell to UPM, including all relevant emission from their own operations, as
well as from their upstream supply chains. In 2024, UPM achieved a reduction of 22%
compared to the 2018 base year. Their Scope 3 emissions totalled 8,2 million tonnes, and
they had an increase of 6% to the 2023 amount. In 2024, 91% of UPM’s suppliers were
committed to their Supplier and Third-party Code. (UPM 2025b, 59, 81)

The Nordic Investment Bank reports their Scope 3 emissions in accordance with the
Corporate Value Chain Accounting and Reporting Standard. They state that they have an
operational control approach in calculating their own emissions and use raw data, when
possible, to limit assumptions. Their Scope 3 calculations include upstream emissions from
purchased goods and services, fuel and energy related activities, upstream transportation
and distribution, waste, business travel, employee commuting and upstream-leased assets.
They use emission factors from multiple sources and the factors are reviewed annually but
not disclosed further. The total amount of Scope 3 emissions for the Nordic Investment
Bank is 1703 tonnes COze, of which the largest singular category is business travel, which
accounts for 1004 tonnes COze. The second largest category is purchased goods and

services, which accounts for 210 tonnes COxe. (Nordic Investment Bank 2025b, 63)

In addition to emissions from the Nordic Investment Bank’s own operations, they report
financed emissions associated with their loan and investment portfolios. NIB reports their

financed emissions for outstanding and agreed exposures, in accordance to the Global
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GHG Accounting and Reporting Standard for the Financial Industry by the Partnership for
Carbon Accounting Financial, published in 2022. In 2024, NIB began to report their Scope
3 emissions for Oil & Gas and Automotive sectors. They do not disclose the Scope 3 data
for other sectors, because the comparability, coverage and reliability of the data for those
sectors is poor. NIB calculated their shares of their counterparties emissions by estimating
their exposure to the counterparties’ total value. They perform the calculations based on
the extent to which their counterparties reported GHG emissions are available. When there
is no data available, they estimate the emissions using The Partnership for Carbon
Accounting Financials’ proxy data. In 2024, NIB’s Scope 3 financed emissions for total

outstanding were 2877 kilotons COze. (Nordic Investment Bank 2025b, 52-53)

5.2 Analysis

In this chapter the collected data will be analyzed through the pre-defined themes:
sustainability criteria for services, measurement approaches, development opportunities
and reported challenges. Some sample companies expressed that sustainability is
embedded into their supplier selection criteria, but they failed to mention if this is
evaluated during the contract term. Due to the nature of the analyzed documents, some
important information might be left unsaid. For example, Metsd Group and Musti Group
briefly mentioned that they have had some developments to their measurement
methodologies, supplier assessment and audit protocols over the last year, but did not

elaborate more on what developments were actually made.

In examining the practices that are used by sample companies to develop the sustainability
of reporting practices of their service procurement, two distinct activity types come up.
These will be referenced to as soft and hard actions. The categories reflect different
approaches to engaging service providers and managing the sustainability data. Soft
actions focus on collaboration and capacity building and aim to foster supplier engagement
and help them to adopt sustainable practices. Key initiatives are listed below in Table 1.

The soft actions are important in establishing a trustful relationship and mutual
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commitment to sustainability goals, which is essential given the intangible nature of
services and the challenges with accurate measuring in the field. Soft actions typically rely
on voluntary participation from the suppliers, and they may produce results in the long-
term. On the right side of Table 1 are listed the hard actions. They involve formal
requirements and enforcement mechanisms aimed at ensuring compliance and enabling
strict monitoring of supplier sustainability performance. These actions demand greater
accountability and standardization of sustainability data from the suppliers, thus also
supporting credibility and verification of the collected data. These sorts of hard actions
might encounter more resistance from the suppliers, especially if the suppliers are quite
small with limited resources. To comply with the requirements, the suppliers might face

significant administrative and financial costs.

Soft actions Hard actions
* Building partnerships with * Requirements for suppliers to comply
suppliers to reduce emissions with legislation and Supplier Code of

. Conduct documents
* Long term cooperation

; : *  Suppli t
- Encouraging suppliers upplier assessments

. ) e Sustainability as a part of supplier
* Developing standardized GHG Y P PP
.. . selection criteria
emission data collection methods

together with suppliers * Auditing

» Offering training for suppliers * Integrating sustainability requirements

on contractual level

* Supplier incentive programs

Table 1: Overview of sample companies’ actions for development of reporting

Many suppliers are already utilizing a dual strategy, in which they combine both soft and
hard actions to influence their suppliers’ behaviour. Aiming at a balanced approach

between the two categories helps to build supplier capacity, foster collaboration and data
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sharing, while simultaneously ensuring compliance and enforcing sustainability standards

that are necessary for reliable reporting.

Obtaining accurate and reliable emission data from suppliers has many challenges that the
sample companies bring up in their own reporting. The challenges have been summarized
below in Table 2. These difficulties reflect technical and structural limitations that not only
affect the precision of sustainability reporting but also influence the big goal of effective

emissions management.

Challenges in obtaining data

* Inaccuracy of measurements

* Issues with comprehensive identification

* Unclear metrics

* No defined targets

* No standardized emission factors

* Averages used

* Poor comparability, coverage and reliability

* Calculations of emissions are based on estimates — results have high degrees of

uncertainties

Table 2: Overview of sample companies’ challenges in obtaining emission data from

suppliers

One commonly reported issue is the inaccuracy of measurements. Many suppliers do not
have accurate measurement system, which results in companies relying on estimates or
average values that significantly reduce the reliability of the data. It is hard to track
progress or compare results across suppliers, because the data has high degrees of
uncertainty. In addition to accuracy issues, the sample companies also highlighted
methodological challenges in the data collection process. Companies report that the metrics
used are inconsistent and unclear, there is a lack of defined emission targets, and no

standardized emission factors across suppliers. Because of this, it is very difficult to
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accurately calculate and report data or analyse it across the supply chain. Another big
challenge is incomplete identification of emission sources within services. Especially in the
context of complex or intangible services, suppliers struggle to identify all the relevant
emission activities. Therefore, the reported data may be incomplete and prevents the
companies from getting a full understanding of their sustainability impacts. These
challenges represent a wider issue, the immaturity of emissions reporting in supply chains,
especially in the context of services where emissions are less visible and harder to
quantify. The absence of standardization within methodology and targets not only affects
the quality and comparability of data but also limits the effectiveness of supplier

engagement.

The analysis of the sample companies’ approaches to developing sustainability reporting,
as well as the challenges they have faced in obtaining data from suppliers, highlights the
complex and changing nature of the procurement of services. The companies reporting
showcases the proactive efforts they have made, and the barriers that make it difficult to
provide accurate and consistent sustainability data. There seems to be a disconnection
between the intentions of the companies’ sustainability ambitions and the impact they have
on data quality and reporting integrity. There are some structured, proactive actions that
suggest that sustainability reporting is taken seriously strategically, but the fundamental
data challenges imply that the current measures may be insufficient. Collaborative
development of emission metrics together with the suppliers is difficult to scale up without
standardized emissions factors or defined reporting boundaries across suppliers. Also,
enforcing sustainability on a contractual level has limited effectiveness if the suppliers
simply do not have the tools or knowledge to measure and report accurately. This
imbalance highlights the need for integrated solutions that bridge supplier capacity gaps

and organizational enforcement strategies.

In the context of sustainable sourcing of services, these topics are increasingly important.
Services often involve intangible processes and invisible emission sources, which makes
data collection very challenging. Innovative and adaptive collaboration practices are

required in addition to traditional procurement actions to impact supplier performance.
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Companies should look past the compliance-driven framework, and invest more into
building supplier competence, developing reporting tools together, and advocating for
industry-level harmonization of emission measurement practices. Data inconsistency is the
root cause of the difficulties, and before it can be addressed and managed, it is very

challenging to report reliable data.
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6 Discussion and conclusions

This chapter brings together the main findings of this study on sustainable service
sourcing. In this chapter, the results are discussed in relation to former theories, as well as
answering the research questions outlined in the introduction, and presents the main
conclusions. The study’s limitations are explained and suggestions for future research are
given. The study shows that while it is commonly implemented goal to make service
sourcing more sustainable, it is difficult to measure in practice. Existing methodologies are
unclear, or not very suited for services, and there is a lack of consistent, comparable and
reliable data and standards. This makes it very difficult for procurement professionals to

make informed decisions.

In the case of outsourced services, the life cycle is hard to define. From where onwards
should it be assessed? Normally life cycle assessments include everything from raw
material extraction to end-of-life, but if the topic under question is a service that is
performed digitally, what is the beginning point of the assessment? Should the
manufacturing process of the laptop be considered, how can the resources used in the
manufacturing stages be calculated accurately in proportion to the services performed on it
as an end result? Probably the laptop will be used for other things after just that specific
piece of service, so it is not accurate to include all the emissions from the manufacturing
process of a laptop. How can the end-of-life activities be calculated for a service, that is
continuous, or that does not produce any concrete waste. Kjaer et al. (2018) have argued
that LCA could be used as a method to assess services, but this has only been in a scientific
context. In the case of outsourced services, some aspects that the life cycle could be argued
to include are the energy and resources that the service provider uses when performing the
service, the infrastructure and equipment they use, transportation and travel if applicable,

waste generated, and possible upstream supply chain impacts.

So, can LCA really be used for services? Yes and no, it works differently for different

industries. For logistics and transportation, it might be a bit easier to utilize, as the
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emissions caused by transportation can be measured. For cleaning services, the emissions
caused by the manufacturing of the cleaning products can be traced. For service areas
where the service is more intangible, it is more difficult to track the emissions and flows of
resources. For digital or knowledge-based services, it can be difficult to accurately pinpoint
where the service ends and begins, so it is hard to define the starting and ending points of
the life cycle. The widened approach to LCA, the social organizational life cycle
assessment, as introduced by Marx et al. 2020, could offer more insights into a service
industry view, but it has not yet been studied. Often service providers may support multiple
clients simultaneously, so it may be challenging to allocate the environmental impacts
accurately. One key challenge is data availability and quality, as the organization must rely

on the third-party service providers to share data about their operations.

Most of the reporting on the sustainability of purchased services revolves around the
emissions produced by the purchased activities. In some cases, there might be some limited
discussion on positive social actions or labor conditions might be discussed, but in the
reporting the emission levels are often highlighted. Many companies also demand their
suppliers comply with the Supplier Code of Conducts, which accounts more for the
socially sustainable ambitions. In addition to the Code of conduct, actions that are
implemented across industries are supplier screenings and assessments, and due diligence.
By screening and monitoring suppliers, the procurement function also mitigates their
sustainability-related supply chain risks and maintains their supply chain resilience.
Giannakis et al. (2016) outlined the possible sustainability-related risks regarding the three
sustainability dimensions. All the risks they pointed out are things that can be seen,
mitigated and managed through efficient supplier screening activities, in addition to

staying regulatorily compliant, as pointed out by Buttke et al. (2024).

As was introduced by Orzes et al. in 2019, sustainability ambitions of organizations can
have two impacts, either motivating or demotivating affects towards offshoring. Another
important area of influence is the differing regulation in different regions of the globe. For
example, for European organizations, it might be easier to share common sustainability

goals, as the EU regulations are shared. In the reporting of the sample companies, there
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were no indications of such motivating or demotivating factors, although some companies
highlighted that sustainability was embedded in their supplier selection criteria or on a

contractual level.

Lau et al (2023) pointed out that disclosure indexes involve subjectivity. This was
supported by the findings of the study, since the reliability of different single-company
emission factors was questioned. There are high discrepancies between how and what
sustainability data suppliers are willing to share with their customers. As Lau et al. (2022)
reflected, some companies are not very willing to do sustainability reporting, as it might
not be mandatory for them, depending on their company size and geographical location,
and some companies do it as they find it beneficial. Because of these altering attitudes, the
data availability varies a lot. As found, there are no standardized emission factors or
disclosure indexes. This makes it very challenging to make any effective, accurate and

reliable reporting.

6.1 Answers to the research questions

Next, the main findings of the study are presented in relation to the research questions
outlined in the introduction. Each section summarizes the results based on the literature
review and the data collected. The answers reflect how the study has reached its’

objectives.

RQ1: To what extent is it possible for procurement to effectively measure the sustainability

of their service suppliers?

Procurement functions are increasingly expected to evaluate and manage the sustainability
of their suppliers. When it comes to procurement of services, measuring sustainability is
significantly more complex and less developed than in product supply chains. The findings
suggest, that while some progress in this field has been made, the current ability to

measure sustainability in service procurement is limited. Key challenges are the
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intangibility of services, lack of standardization in measuring and gaps in supplier data

quality and availability.

One fundamental issue is the non-material and process-driven nature of purchased services.
Services do not have clearly traceable life cycles like products. Emissions may originate
from many indirect sources that are hard to quantify. This leads to the boundaries of
measurement being very vague, as it is difficult to define what emissions are relevant in
any types of services. The extent to which sustainability measures can be effective is also
limited by the availability and poor quality of data from suppliers. Many suppliers do not
have environmental metrics, and when data is available, it is often based on estimates,
averages and non-standardized methodologies, thus leading to inaccurate results with poor
comparability. There is no universally accepted reporting standards for services

specifically, which complicates the process furthermore.

Another limitation is the organizational capacity of procurement professionals. While in
some cases the limited knowledge is on supplier side, in some cases it might also be that
the procurement departments lack the knowledge or training to critically assess
sustainability data or to integrate it into supplier selection and evaluation processes.
Supplier sustainability performance is still seen as a compliance issue and not a strategic
performance topic. Recent regulatory developments and other external pressure is pushing
organisations to more transparent sustainability reporting, that might enhance procurement

team’s ability demand and utilize data more effectively.

Despite the challenges, procurement teams have access to different tools and practices that
are aimed at specifically improving the sustainability measurements. While these metrics
and assessment tools may give a general indication of the sustainability performance, they
fail to provide a comprehensive picture. Proxy-data gives a general indication of the

emission levels but does not capture differences in individual supplier performance.
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RQq: What metrics are used to evaluate sustainability performance in supply chains?

As supply chain sustainability performance is gaining more attention, organizations are
having to start reporting on their suppliers’ performance. Organizations are using a variety
of metrics to evaluate sustainability performance, ranging from direct emission data to
indirect proxy data and qualitative assessments. In service supply chains, challenges still

remain when it comes to data accuracy, standardization and applicability.

Some suppliers can provide organization-specific emission factors, that enhance accuracy
of their emissions. However, in most cases these emission-factors are inconsistent or
missing. Especially if the supplier organization is quite small, they may lack the capacity
or resources to accurately calculate their emissions. If the suppliers cannot provide specific
data, proxy data is also available. Proxy data is based on estimations of industry averages,
spend-based calculations or databases. While proxy data helps in ensuring that the
emissions are not completely excluded from reporting, it has significant limitations when it
comes to accuracy, comparability and transparency. In addition to quantitative emissions
data, companies use qualitative and semi-quantitative tools like supplier assessments and
audits to evaluate their suppliers’ sustainability performance. These typically consist of

questionnaires, self-assessments, third-party audits or on-site inspections.

RQs: What difficulties are there in terms of calculating emissions of suppliers?

Accurately calculating the emissions of suppliers is one of the biggest challenges for
organisations that aim to enhance their sustainability reporting. A fundamental difficulty in
calculating supplier emissions is the lack of standardized methods, standards and
frameworks. Across industries and regions, suppliers use varying methodologies to
quantify their emissions, if they use any to begin with. Therefore, inconsistent reporting
formats, unclear system boundaries and diverse assumptions are used in emissions
calculations. In service procurement, the problem is ever-more prominent due to the
intangible nature of service-related emissions. Unlike with physical goods, services may
not have clear carbon footprints, and emissions arise from activities such as travel, digital
infrastructure and subcontracted labour, from which it is challenging to accurately

calculate emissions from. There is a lack of guidelines, which leads to underreporting.
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Since there is no standardized emission factors or procedures, companies are not able to

compare the emission data across suppliers, thus limiting the credibility of data.

Another big challenge is high degree of dependence on estimation. Many suppliers lack the
expertise, tools and resources to measure their emissions directly. Thus, they result to
providing rough estimates, or rely on industry averages, which come with a big margin for
errors. These high degrees of uncertainty in the data further complicates sustainability
reporting. In some cases, the emissions are calculated based on proxy data, which is prone
to oversimplification and may not actually reflect the environmental impact. The lack of
capacity across suppliers is a systemic challenge that cannot be solved by procurement
teams alone, or by individual customer organisations. Long-term investments in supplier

education, tool development and standardized reporting mechanisms are needed.

In addition to methodological and technical challenges, organizations face regulatory
challenges when collecting emission data from their suppliers. In many jurisdictions,
emissions data is seen as confidential. By sharing emission data, the suppliers may
simultaneously disclose operational details, which they often might be reluctant to share.
Data privacy regulation, like EU’s General Data Protection Regulation can create
additional complexities when it comes to cross-border data sharing. Sharing of emissions
data may risk non-compliance with data protection laws. These legal constraints reduce the

transparency in the reporting process.

6.2 Main conclusions of the study

This study set out to investigate the tools, practices and potential challenges that come up
in evaluation the sustainability of suppliers from the perspective of the procurement
function, with a specific emphasis on suppliers that provide services. The study met its’
objectives by examining the current level of sustainability reporting of purchased services,
and by identifying the key practices and outlining the main difficulties that procurement

professionals encounter in quantifying sustainability in service contexts. The research
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showcases the current situation of sustainable procurement reporting in large Nordic

companies.

The results of the study indicate that while organisations are increasingly starting to
acknowledge the importance of sustainable service sourcing, implementation is still pretty
uneven. Commonly used practices include including some sustainability clauses on a
contractual level, issuing supplier self-assessments, encouraging the suppliers to act more
sustainably and using third-party certifications. However, there was also consistent
reporting of difficulties with establishing clear, measurable criteria for sustainability in
purchased services, due to their intangible nature and the lack of standardized metrics. The
selected companies face multiple challenges in obtaining emission data from suppliers,
ranging from technical inaccuracies to systemic issues in data standardization and
coverage. Addressing these challenges is essential for improving the quality of
sustainability reporting and enabling more effective monitoring and reduction of emissions
across service supply chains. These results contribute to a better understanding of
sustainable procurement in regard to service-related challenges, which is an

underrepresented area in procurement studies.

Practically, it offers valuable insights to business owners, especially regarding ways that
they could improve their activities and influence their supplier base. The study also
provides procurement professionals with a better understanding of the barriers they phase
with sustainability measurement and suggest potential strategies, like supplier engagement.
From a societal perspective, improving the sustainability of service providers can
significantly influence the ethics of supply chains, labour practices and environmental
outcomes, especially when it comes to services like consulting, cleaning or IT.
Organizations can gain competitive advantages if they can effectively measure and manage
the sustainability of their purchased services, as these actions enhance their reputation and
compliance with constantly evolving sustainability regulations. Beyond academic and
practical applications, these findings have implications for societal relevance and public
awareness regarding sustainability. This emphasizes the strategic importance of

sustainability reporting in today’s business environment. These findings are consistent with
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with the work of Huuhka (2022) , who also found that the role of the procurement function
has transitioned from an operational support function to a strategic capability. This

highlights a potential shift in the future of sustainability reporting.

Effective sustainable service sourcing requires both relationship-building efforts and
enforceable standards to overcome measurement difficulties and promote continuous
improvement in procurement practices. While procurement functions of organizations are
starting to do more and more efforts to measure the sustainability of their service suppliers,
their ability to do so is limited. Since the nature of services is intangible and diverse, and
the data currently available is inconsistent and lacks standardization, it is safe to say that
sustainability measurement in service procurement is still in early stages of maturity.
However, progress of possible, if organisations were to adopt structured frameworks for
assessments, supplier engagement, capacity building, and cross-industry collaboration to
develop common standards. The effectiveness of procurement in measuring sustainability
depends on how well the strategic value of it in reaching sustainability goals is realized,
which remains to be seen. Clearly, although sustainability is becoming more important,
most tools and frameworks still concentrate on products rather than services. Therefore,
there is a gap between theory and realities. Better tools and clarity to guidelines are
needed, to help organisations in measuring the sustainability of purchased services more
effectively. Simultaneously, organisations need to focus on developing their data collection

and sustainability reporting.

6.3 Suggestions for future research and limitations of the study

Future research should explore the trends of scope 3 emission reporting and the efforts
towards reporting emissions from purchased services, perhaps by using alternative data
collection methods like interviews with procurement professionals, or larger, more diverse
samples. Investigating the developments of reporting with longitudinal studies may also

yield deeper insights, and more mixed-method approaches could enhance the quality of
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data. A comparative approach across industries or regions could bring insights into the

contextual differences.

Despite the contributions, the study is subject to several limitations. The sample was
limited to 7 specific large Nordic companies, which does not represent all companies in the
Nordics and does not fully capture global variations in sustainable procurement practices.
The chosen companies operate in various industries. The research has limited
generalizability, because the companies that were chosen as the source for data are all
based in the same geographical region. Because of this, the results of this study may not be
fully applicable to other sectors, and the findings might reflect some challenges or
practices that are specific to this context. There was also some limitations due to data
availability, which simultaneously highlights the need for development in public reporting
of Scope 3 emissions. Many companies do not yet specify or pinpoint their emissions from
purchased services. Other limitations relate to methodological constraints, as reliance on

qualitative, secondary data introduce potential biases.

Sustainability practices and measurement tools evolve and develop rapidly, as the pressure
to develop reporting increases. Because of this, the long-term relevance of this study is
negatively affected. The research reflects the current state of the phenomenon but does not
account for any upcoming technological or regulatory changes. Sustainability performance
i1s a complex and multi-dimensional topic, and as different companies and industries use
different standards for metrics, it is difficult to draw comparisons between the different

tools. Thus, standardization and benchmarking across different organizations is limited.
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