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Executive Summary 
Matthews International recently updated its environmental sustainability commitments, which encompass ten core pledges. This project aims to enhance sustainable procurement practices at the Industrial Technology Business Unit at Matthews. The focal point of our project is the development of an effective process that guarantees suppliers' compliance with sustainable procurement requirements such as CSRD, CBAM, and EcoVadis. By conducting a gap analysis of Matthews' current scoring and a case study of the supply chain process and the impact of one main raw material, lithium, we found that Matthews' procurement practices still has a lot of room for improvement, especially in supplier diversity, stakeholder engagement, and the integration of environmental and social criteria into its supply chain process. 
To improve EcoVadis score Matthews needs to gather information on procurement-related practices and supplier diversity measures. Establishing clear goals and measurements for supplier diversity is essential, along with tracking and evaluating their supplier diversity initiatives regularly. One key action that Matthews should implement involved developing an in-house questionnaire to gather additional information not covered by existing supplier systems like Ariba, with plans to pilot and implement this new approach. Another critical area of focus is the implementation of carbon supply chain actions, which includes engaging suppliers in climate action initiatives and taking proactive measures to reduce emissions. Additionally, efforts should be made to enhance current practices by prioritizing suppliers with strong environmental and social performance and fostering collaboration and engagement with these suppliers to drive further improvements in sustainability. 
For CSRD, since Matthews currently possesses a relatively huge gap between what was required by CSRD and their current status, recommendations given focus on improving the environmental standard and aim to establish a comprehensive and sustainable system that could help Matthews to better comply with the standard. The first and the most important recommendation focuses on conducting a double materiality assessment of the company. This is the main focus of CSRD and plays an important role in identifying issues that would affect the company the most both internally and externally. The second recommendation is to conduct LCA for the company’s product, which would provide essential data to report to environmental standards like pollution, water, and biodiversity. The result would also help in the double materiality assessment. The last recommendation is to establish a comprehensive emission data recording system, which includes scope 1, 2, and 3 emissions according to the GHG protocol. A detailed guide is given to each emission category to help the company to better establish the system, including short-term and long-term action plans.
Matthews currently are in discussion stage on CBAM and their best opportunity is to comply with the alternative path provided by EU by Dec 31 2024. This alternative path requires a carbon pricing scheme of the location of production sites (German and Switzerland) with a compulsory emission monitoring scheme. The main gap is the lack of a list of qualified goods with its origin and volume. Additionally, Matthews needs to conduct carbon pricing research on those two countries. After identifying the gap, we recommended a workflow with detailed action items for Matthews to follow in the next stage. Of which most important one is to setup internal reporting team with clear responsibility definition and management level support.  


Introduction 
Matthews International consists of three distinct business divisions: Industrial Technologies, Memorialization, and Brand Solutions. These segments are committed to discovering innovative methods for enhancing efficiency while simultaneously expanding their capabilities through both internal growth and strategic acquisitions, with the goal of securing a prosperous future (Matthews International, 2023)

In line with the global trend towards sustainable business practices and achieving zero carbon emissions, Matthews is actively seeking opportunities to enhance its overall sustainability efficiency. The Brand Solutions business unit is currently at the forefront of sustainability initiatives, driven by the demands of clients and donors. Following closely behind is the Industrial Technologies business unit, while Memorialization lags behind in this regard. To achieve Matthews’ sustainability goals, a sustainable supply chain is one of the key factors to consider. This study will primarily focus on sustainable procurement within the supply chain, with particular attention directed toward the Industrial Technologies business unit. This focus arises from the imminent implementation of several regulations, such as CSRD and CBAM, which will have a significant impact on this business unit. Nevertheless, the scope may adapt as needed based on factors such as data availability, opportunities for procurement improvement, and the applicable of the procurement plan implementation. Furthermore, in the context of the supply chain, this study will exclusively concentrate on the upstream aspect, which involves procurement work, without taking into account the downstream components.  


Problem 
Matthews recently updated its environmental sustainability commitments, which encompass ten core pledges. Among these, there is a notable emphasis on responsible sourcing. This strategy involves the adoption of sustainable procurement practices that align with various regulations, including the CSRD and the CBAM. By the end of 2023, Matthews aims to ensure that at least 30% of its suppliers (based on spending) commit to an ethical procurement charter. These suppliers will also be obligated to participate in a third-party supply chain assessment program, such as Sedex or EcoVadis. Furthermore, Matthews has outlined plans to initiate supply chain impact measurement trials at three different locations, ideally spanning distinct business segments, by the first quarter of 2024.

However, it's noteworthy that Matthews received a concerning score of 20/100 in the Sustainable Procurement Section during its recent EcoVadis assessment. This underscores a critical area that requires improvement. Particularly significant is the impact on SGK, one of Matthews' business units, which needs to achieve a higher EcoVadis score in response to the expectations of its clients and investors.
 
Importance of sustainable procurement
Procurement plays a pivotal role in sustainability by necessitating policies and actions that extend beyond individual organizations and encompass their entire supply chains (Meehan & Bryde, 2011).
 
Sustainable procurement yields a multitude of benefits, including economic advantages such as increased income, price stability, enhanced productivity, expanded market access, and cost reduction. On the social front, it fosters transparency, social capital, human capital development, social inclusion, food security, and improved living conditions. Additionally, from an environmental standpoint, it leads to more organic production, reduced CO2 emissions, and increased crop diversification. (Cervantes-Zapana, Yagüe, Nicolas, & Ramirez, 2020) 

Using sustainable procurement is the first and most important step in making a business's supply chain more sustainable (Res, 2019). Choosing suppliers based on their sustainable practices can encourage healthy competition among them and ultimately reduce the carbon emissions produced by these suppliers (Res, 2019). In the pursuit of sustainable supplier selection, various researchers have employed carbon emission criteria in their studies; this approach involves considering carbon emissions when making procurement decisions, motivating suppliers to decrease their carbon footprint as a means to thrive in the competitive landscape and embrace environmentally friendly practices (Res, 2019). 

Current efforts in sustainable procurement 
Matthews emphasizes a comprehensive approach to sustainable procurement, defining it as a strategic and responsible method for sourcing goods, services, and works that takes into account environmental, social, and economic factors. The overarching goal is to integrate sustainability criteria into the procurement process, minimizing negative impacts while maximizing positive contributions to the planet, society, and the organization itself, as outlined in Matthews' Sustainability Report Draft for 2023. 

To implement this vision, Matthews employs various strategies within their procurement activities. They utilize a sourcing platform for indirect procurement, emphasizing efficiency and effectiveness. Furthermore, Matthews follows a strategic sourcing process, conducting regular business reviews through Ariba to assess the performance of strategic suppliers, with a specific focus on sustainability-related criteria. The company prioritizes supply chain resilience, aiming to mitigate potential shortages by avoiding reliance on any single supplier.

In line with their commitment to sustainability, Matthews adopts a localized approach by prioritizing local vendors. This not only reduces transportation-related environmental impacts but also contributes to employment development and investments in small communities. Moreover, Matthews holds suppliers to high ethical standards through a supplier code of conduct, mandating compliance with all environmental legislation and the implementation of management systems based on international standards such as ISO 14001.

Scope of study
This study focuses on three compliance goals: Ecovadis, CSRD, and CBAM, based on Matthews’ global market and current reporting goals. This work will analysis the current stage of reporting and provide gap analysis and recommendations on Matthews’ sustainable procurement. 
Introduction to compliance goals
Ecovadis
Ecovadis, as the leading sustainability ratings provider globally, evaluates over 100,000 companies. The importance of Ecovadis ratings lies in providing companies with a thorough view of their sustainability accomplishments. These ratings enable companies to assess and share their current sustainability performance while pinpointing areas where improvements can be made.
To undergo assessment by EcoVadis, companies must follow a straightforward four-step process:
1. EcoVadis Registration
2. Completion of the EcoVadis Questionnaire
The questionnaire covers four key themes:
Environmental Impact: Evaluates aspects like energy usage, emissions, and waste management.
Labor & Human Rights: Examines practices related to labor rights, health and safety, and diversity.
Business Ethics: Focuses on ethical business conduct, including issues like corruption and anti-competitive practices.
Sustainable Procurement: Assesses how sustainably a company sources its goods and services.
3. EcoVadis Expert Analysis: EcoVadis sustainability experts review the answers and evidence provided over 6-8 weeks, adhering to international standards like the Global Reporting Index (GRI), ISO 26000, and United Nations Global Compact.
4. EcoVadis Results: The assessment results are provided in scorecards that remain valid for twelve months, after which companies must undergo reassessment.
Companies receive EcoVadis score results approximately 6-8 weeks after submitting their questionnaire. Each company receives scores for individual themes. An overall score is provided, ranging from 1 to 100.
· Sustainability Rating Categories:
Each year, companies undergo an annual update of their sustainability rating, which is based on a comprehensive scoring scale. This scale encompasses five distinct levels of sustainability performance: Outstanding (with a score range of 85-100), Advanced (65-84), Good (45-64), Partial (25-44), and Insufficient (0-24). These ratings are further categorized into four medal classifications: Bronze, Silver, Gold, and Platinum, reflecting varying degrees of sustainability achievement within each performance level. This structured approach provides companies with clear insights into their sustainability performance and facilitates meaningful comparisons across industries and regions.
· Medal Criteria for 2023:
The rating system for companies is structured into four distinct tiers based on their overall sustainability performance. Achieving a Platinum rating places a company within the top 1%, requiring an overall score ranging from 78 to 100. Gold status signifies being in the top 5%, with an overall score between 70 and 77, while Silver denotes the top 25% with a score ranging from 59 to 69. Companies falling within the top 50%, with an overall score between 50 and 58, receive a Bronze rating. However, companies that score below 50% overall or below 30% in specific categories like Environment, Labor & Human Rights, Ethics, or below 25% in Sustainable Procurement, do not qualify for a rating badge. This approach ensures that only companies meeting or exceeding defined sustainability thresholds receive recognition for their achievements.
Why EcoVadis rating is important?
Credibility and Transparency:
· EcoVadis verification adds credibility to your company's sustainability claims.
· Ensures transparency and accountability in sustainability practices.
Business Differentiation and Reputation:
· A good EcoVadis score sets your business apart from competitors.
· Improves brand reputation and acts as a deciding factor for investments and customer attraction.
Influence on Decision-Making:
· Plays a crucial role in investment decisions and attracting new customers.
· A significant majority of companies, totaling 91%, take sustainability ratings into account when making purchasing decisions
Benchmarking and Improvement:
· Enables comparison with competitors and industry peers.
· Offers a structured improvement plan for ongoing enhancements
Supply Chain Sustainability:
· Essential for evaluating and improving sustainability in the supply chain.
· Customized questionnaires help buyers understand and mitigate sustainability risks in their supply chains.
Corporate Reporting and Disclosure (CSRD)
What is CSRD?
Corporate Reporting and Disclosure (CSRD) comes into force according to the EU law on January 5, 2023 (IBM, 2024). The regulation requires that EU companies, including non-EU-eligible entities, report on environmental and social impacts of their operations and business implications of their environmental, social, and governance (ESG) initiatives (Toikka, 2024). Part of Matthews International’s Industrial Technologies’ manufacturing operates in Germany, meaning that they will be an eligible company to report under CSRD.
The main goal of CSRD is to increase transparency for investors, analysts, consumers, and other stakeholders in evaluating the sustainability performance of EU companies and associated risks. Compared to non-Financial Reporting Directive (NFRD), the previous requirement, CSRD expands the disclosure scope and sustainability requirements (Toikka, 2024). All CSRD disclosures must be publicly available and reviewed by third parties for accuracy and completeness. Standardized reporting requirements allow stakeholders to effectively assess and benchmark companies’ sustainable performance. It is therefore important in promoting sustainability change, especially for technology companies, as it provides a solid foundation for how sustainable business practices can be built and measured with actionable data.

CSRD reporting standard and disclosure requirements
The CSRD requires companies to report additional information using two sets of Sustainability Reporting Standards, which are under proposal in the CSRD Sustainability Reporting Standards report. The first set includes the two main conceptual guidelines, and the second set includes the rest of the four conceptual guidelines and the company’s sustainability strategy and business model (Lalonde, 2024). Detailed explanations of the requirements under the two sets are as follows:
1. First Set (Adopted by June 30, 2023) (Lalonde, 2024):
· Double Materiality: how the operations and value chain of the company can impact people and the environment are considered under this category.
· Impact Materiality: considers the impacts that the company’s operations, services, or products would bring to sustainability, including impacts caused by the activities of the company and its business relationships (Whittaker, Cameron, & Oriella, 2023).
· Financial Materiality: considers how sustainability matters affect the company’s financial-related factors. This would include cash flows, development, performance, cost of capital, access to finance, etc. Unlike traditional financial materiality, financial materiality for sustainability reporting extends to factors that relate to the value chain but may not meet the accounting definitions of assets or liabilities (Whittaker, Cameron, & Oriella, 2023).
· Quality of information: specifies standards within the company to ensure the quality of the information for sustainable practice is required. In addition, an explanation on how the company regulates its general reporting and important sub-topics like climate change is also needed.
2. Second Set (Adopted by June 30, 2024) (Lalonde, 2024):
· Four remaining conceptual guidelines:
1. Connectivity between financial and sustainability reporting
2. Importance of the value chain (scope 3 emission) when measuring environmental and social impact
3. Assessment of sustainability targets and indicators 
4. Alignment with EU reporting standards and public policy agreements
· Sustainability strategy and business model: emphasizes the importance of a company’s resilience in their business strategy and model towards sustainability-related and climate change scenarios. This would include aspects like stakeholder engagement, sustainability policies, risk management, etc (Lalonde, 2024).
CSRD and sustainability measures
For climate-related sustainability information specifically, the CSRD standard aligns with the Greenhouse Gas (GHG) Protocol and the Task Force on Climate-related Financial Disclosures (TCFD) (European Lab Project Task Force, 2021). This means that companies will need to measure, assess, and report their operational GHG data, including scope 1, 2, and 3 emissions, in compliance with the GHG Protocol.
Other than GHG emissions, other environmental impact categories need to be reported in the CSRD standard. These categories follow the EU Taxonomy, requiring information disclosure in six categories (European Lab Project Task Force, 2021): climate change mitigation, water resources, resource and circular economy, pollution, climate change adaptation, and biodiversity and ecosystems.

Implications for Procurement and Supply Chain
For this particular project with Matthews International, the focus of the effort to comply with CSRD lies with procurement and supply chain, an area that is particularly important within the CSRD framework. Reporting categories that are related to this area include aspects such as supplier engagement, ethical sourcing, and resource efficiency (Patel, 2023). According to the underlying categories, there are a few general implications for procurement and supply chain that a company could follow, which also serves as a foundation for the later study in this project: 
1. Enhance Supply Chain Due Diligence: Under the CSRD, the focus on supply chain transparency and due diligence is significant. Companies will need to disclose comprehensive information regarding their supply chains that take environmental and social risks and impacts into account (Patel, 2023).
2. Promote Sustainable Procurement Practices: Procurements need to ensure that the company’s practice aligns with CSRD requirements. This would include recording transparent sourcing data, aligning sourcing strategies with sustainability objectives, and fostering collaboration with suppliers. 
3. Mandate Scope 3 Emission Reporting: The CSRD mandates reporting on Scope 3 emissions, aligning with the essential double materiality principle. This means that all emissions that are included in the supply chain, from upstream to downstream, need very specific data recording. In this case, a Life Cycle Assessment (LCA) is often seen as the most helpful and efficient method of collecting, analyzing, and reporting data.
Carbon Border Adjustment Mechanism  (CBAM)
What’s CBAM?
In May 2023, the EU adopted a Regulation establishing a Carbon Border Adjustment Mechanism (CBAM) to level the playing field between companies importing goods from outside the EU and EU companies that are internally subject to a carbon pricing scheme (the EU Emission Trading System, or ETS). The regulation states that in 2026, importers of iron, steel, cement, fertilizers, aluminum, electricity and hydrogen from companies not subject to a carbon pricing scheme will be required to pay a border carbon tax.  
There are two different fundamental roles under the reporting obligations. The first role is the Importer, which will directly interact with the EU authorities and will need to ensure that all the information is collected and reported correctly. The second role is the Operator, which is essentially the manufacturer of a good covered by the EU CBAM. Operators are expected to have information on covered goods produced at their facilities (or “installations”). An Importer, or “reporting declarant,” is the entity that imports the goods to the EU and is responsible for meeting the reporting obligations and surrendering CBAM certificates where required.  Importers collect embedded emissions data for imported goods from the Operators for use in generating reports and calculating border taxes.

Reporting Timeline
The EU is implementing the CBAM in two consecutive phases, or “periods”. The current CBAM Regulation and accompanying Guidance only apply to the transitional period.  
· The Transitional period (October 1, 2023 through December 31, 2025): This phase is designed as a “learning phase”, during which CBAM Importers will report a set of data (gathered from operators), including emissions embedded in their goods. Importers will not have to pay a financial adjustment for these embedded emissions in the transitional period. However, if an Importer fails to submit the required quarterly CBAM reports or if submitted reports are incorrect or incomplete, penalties could apply. Penalties range between €10 – €50 for each ton of unreported emissions – with higher penalties applied if multiple incorrect reports are submitted in a row.
· The Definitive period (starting January 1, 2026): Commencing January 2026, the CBAM will start its definitive period, meaning importers of CBAM goods will be obligated to purchase and surrender certificates for the embedded emissions of their imported goods unless they can prove that they are subject to a carbon pricing system mirroring the EU ETS. The CBAM financial obligations will be implemented in parallel with the phaseout of the allocation of free allowances under the EU ETS, which were put in place to support the decarbonization of the sectors covered by CBAM. As such, the CBAM financial obligations will rise gradually and only at the end of the definitive period (2034) will the full price be applied. The schedule for the border tax rates is:  2026: 2.5%, 2027: 5%, 2028: 10%, 2029: 22.5%, 2030: 48.5%, 2031: 61%, 2032: 73.5%, 2033: 86%, 2034: 100%(Deloitte’s CBAM Compliance Manager, n.d.).
Objective
· Conduct a gap analysis of Matthews' current situation in relation to the requirements from CSRD, CBAM and EcoVadis.
· Conduct a thorough study on one main raw material, considering social aspects and supply chain process.
· Propose strategies and guidelines for compliance with CSRD, CBAM, and EcoVadis requirements.

Methodology
The focus of the analysis aims to optimize the sustainability efforts of Matthew's Industrial Technologies department. The goal is to align the department's operations with the CSRD standard, improving their overall Ecovadis ratings, and CBAM regulations. To achieve this goal, a gap analysis will be the final deliverable. This is done by thorough research of the related guidelines and metrics, organization of Matthew’s current performance, and analysis for performance improvement recommendations. In addition, for Matthew’s procurement team to better understand the double materiality principle required by CSRD, a double materiality analysis will be conducted on one of the main materials in their product. The two deliverables of this project would align Matthews International with the global sustainability transition trend and help them to develop as a forward-thinking and responsible entity.   

Research Approach 
· Deliverable 1: Gap analysis
The first step in the analysis process involves conducting in-depth research on Matthew's Industrial Technologies department. This would include their current sustainability goals and strategies, the department’s operations process, organizational structure, supply chain management, etc. Means of data collection would include:
· Interviews with Matthew’s procurement and business team. A questionnaire will be designed to better understand the current status of Matthew’s operations and strategies in detail.
· Matthew’s current information is provided by the sustainability manager, including their last Ecovadis answers, developing questionnaires to suppliers for sustainability reporting, and the company’s sustainability report. This would provide comprehensive knowledge of Matthew’s current status in sustainability management and thus a foundation for the final gap analysis.
The second step includes thorough research into the guidelines and rating metrics established by CSRD and the specific policies outlined by CBAM. This thorough research serves as a guideline for Matthews on how their company needs to develop in the short and long term. It also plays an important role in ensuring that any proposed suggestions in this gap analysis align with the sustainability standard and goals set by the company as well as international frameworks and regulations. 
After getting information from both Matthews and online research, a gap analysis will be conducted. The final product would be suggestions to Matthews on how they can: 1) improve their Ecovadis ratings, 2) better align their practice with CSRD framework and prepare them for the upcoming disclosures, 3) assist them to understand how their company can react to the CBAM regulation. 
· Deliverable 2: Case Study on Double Materiality Analysis
Double materiality analysis is important for Matthews because it would be a demonstration of how this principle works with important materials in the supply chain. In this case for the Industrial Technology team, it would be critical minerals for their battery production. As one of the most important and common materials in the battery production process, Lithium has been selected by cooperative communication between the team and the sustainability manager as the research target. As such, this analysis would focus on what factors in the environmental and societal perspective could potentially impact the materiality of Lithium in a business operation. The source of the research would include both credible online resources and practices done by other major companies that utilize this material.

Results
Gap analysis 
4.1.1 Gap analysis for EcoVadis sustainable procurement requirements and current practice at Matthews 
	Question Name
	Theme’s impact on overall score
	 Indicator’s impact on theme score

	Impact on score
	MATT Response
	Criteria Cover in Ariba System

	Sustainable Procurement Policies
	Low
	High
	High
	Yes
	Agreeing to accept Matthews’ Terms and Conditions of Supply and Code of Conduct

	Conflict Minerals Declaration
	Low
	Medium
	Medium
	No tin, tantalum, tungsten, or gold remaining in any product
	Do any of the products which your company could supply to Matthes contain any conflict minerals ( Tin, Tantalum, Tungsten, or Gold)?

	Conflict Minerals Policy
	Low
	High
	High
	NA
	NA

	Conflict Minerals Endorsements
	Low
	Low
	Low
	NA
	NA

	Sustainable Procurement Measures
	Low
	High
	High
	Yes, 
 Supplier code of Conduct, PO Terms and Conditions 
	NA

	Supplier Diversity Measures 
	Low 
	High
	High
	No actions/Do not know
	Ask whether supplier is a diverse business? And diverse certificate if any. 

Ask whether supplier has a diversity program

	Supplier Diversity Scope Declaration
	Low
	High
	N/A
	Yes, my company has a supplier diversity program in place that applies to all suppliers globally
	NA

	Sustainable Procurement Certification
	Low
	Medium
	Medium
	No/Do not know
	NA

	REACH Measures
	Low
	High
	High
	No
	NA

	Conflict Minerals measures
	Low
	High
	High
	NA
	NA

	Conflict Minerals Reporting
	Low
	High
	High
	NA
	NA

	Conflict Minerals Reporting
	Low
	Medium
	Medium
	NA
	NA

	Sustainable Procurement Reporting and Coverage
	Low
	High
	High
	Not monitored/Do not know
	NA

	Sustainable Procurement Policies

(Examples of documents attach: Company mission statement, Sustainable procurement Policy/Charter, Code of Conduct/Code of Ethics, Employee Handbook, Annual Report, CSR/Sustainability Report, etc.)
	Medium
	High
	High
	
	Do you have a safety program? Please provide a copy of the EHS program.

Do you have EHS certifications (e.g,; OSHA VPP, ISO 45001, OHSAS 18001, ISO 14001, etc

	Sustainable Procurement Measures

(Examples of documents to attach: supplier code of conduct, Annual Report, CSR/Sustainability Report, etc.)
	Medium
	High
	High
	
	Do you have a sustainability/Corporate Responsibility Program?
Is a documented quality Management system implemented within your company?
Record of OSHA Incident Rate, Lost Time Rate, DART Rate , # fatalities for the last 3 years.
Some Risk Management Policy for supplying 

	Carbon Supply Chain Actions

(The document(s) should demonstrate: supplier communication and engagement to promote GHG emissions reduction, including through the company's supplier code of conduct, contract clauses, awards, recognition, etc., that are related to GHG emissions reduction.)

	Medium
	N/A
	N/A
	
	NA


Matthews is currently using Ariba system to assess suppliers' sustainable procurement. Criteria that are not being asked in Ariba but are required by EcoVadis include: 
· Sustainable procurement measure
· Supplier diversity scope declaration 
· Sustainable procurement certification
· REACH measures
· Sustainable procurement reporting and coverage
· Carbon supply chain actions 
4.1.2 CSRD
According to the latest CSRD standards that were explained above in the introduction section, the group has gone through a gap analysis to examine where Matthews International stands compared to what's expected. This helps Matthews to see their current status and helps them to clarify what sections they need to improve and act upon in terms of meeting the CSRD standards.
Information on Matthews was gathered from what was provided by the Sustainability Manager and interviews with the Procurement and Industrial teams. All of the current reports and guidelines that Matthews International possesses are then categorized into different sections according to the CSRD standard criteria. The gap analysis between Matthews and the CSRD Standard is then conducted. Specific requirements of CSRD are chosen according to the background research. It is then adjusted according to Matthews's situation on what improvements they need to fulfill to meet the CSRD compliance. The gap analysis shown in the table below provides a general result of what Matthews is lacking at the current stage. 
	Standard Criteria
	Categories
	Matthews: Current Status
	Gap between Matthews and CSRD Standard

	General Disclosure 
	
	Corporate governance guidelines, Matthews Environmental Policy, Matthews Sustainable Framework
	1. Metrics and targets for sustainability and ESG performance and alignment with the EU taxonomy
2. GHG emission reduction targets for 2030 and 2050
3. Materiality assessment method of each ESG standard

	Environmental Standards
	The Climate Change Standard
	Due Diligent reports on 6 elements: electricity, gas, renewable energy, waste (hazard and non-hazard), water usage
	Assessment of scope 1, 2, and 3 emissions aligning with the GHG protocol

	
	The Pollution Standard
	
	Assessment of pollution in air, soil, and water from direct operations and value chain

	
	The Water and Marine Resources Standard
	
	Assessment of water consumption and recycling in operation

	
	The Biodiversity and Ecosystem Standard
	
	Assessment of business impacts on biodiversity and ecosystems

	
	Resource Use and Circular Economy
	
	Implementation of circular economy practices for material resource flows and water usage

	Social Standards 
	The Own Workforce Standard
	Matthews code of conduct and business ethics, Global safety and health policy document, Record of employee information from HR department
	1. Guidelines to comply with child labor policies
2. Code of conduct that align with the Principles on Business and Human Rights by UN 

	
	The Workers in Value Chain Standard
	Supplier code of conduct
	1. Specific code of conduct that addresses areas like human trafficking policies or how perspectives of value chain workers are incorporated in the company's decision-making process

	
	The Affected Communities Standard
	No assessment
	Assessment of the company's positive and negative impacts on communities affected by the company's operation

	
	Consumers and End-Users
	N/A
	N/A

	Governance Standards
	Governance Standard on Business Conduct
	N/A
	N/A



This gap analysis table shows that Matthews International currently adheres only to the most basic reporting guidelines and frameworks that a company requires, which falls significantly short of what was required by the CSRD standard. What is particularly significant is the lack of measurements and assessments of all environmental standards required by CSRD, an area of high-level importance within the framework. 
Therefore, in order for Matthews to move forward, prioritizing the enhancement of environmental reporting and disclosure practices is vital. This improvement would not only ensure a closer alignment with CSRD standards but also enhance the company’s overall rating in sustainable business practices and reputation in the industries.

4.1.3 CBAM Mathews Gap Analysis
Mathews has in recent years branched out into energy and automotive industry with a new section in Industrial Technologies unit comprising four companies based in Europe: Saueressig, Olbrich, Polytype Converting and Terrella Energy Systems. They offer scalable solutions by designing and building specialty equipment for various manufacturing processes for batteries and capacitors used in electric vehicles and stationary end-use applications as well as efficient systems for suppliers of hydrogen fuel cell components. Mathews currently is on very nascent stage of CBAM reporting.  Thus the gap analysis proposes a reporting framework and guidelines to facilitate reporting during CBAM transitional period. 
	Workflow
	Action Items

	1. Setup internal reporting team 
	· Educate company of importance
· Identify department responsible for the compliance requirements
· Assess capacity and build team 

	2. Carry out the initial impact assessment
	· Identify products covered by the CBAM (The Combined Nomenclature, n.d.).
· Material source, products volume.

	3. Set up the process to collect data on productions sites and underlying emissions 
	· Identify information source within supply chain.
· Identify major suppliers of CBAM goods

	4. Gather quarterly import data on quantities of CBAM goods imported. Link the import volumes with the production sites and emissions data
	· Does supplier have material emissions data?
· Site by site procurement data.



The products and process directly and indirectly interact with two identify goods with in CBAM frameworks: Hydrogen and lithium. CBAM guidelines define hydrogen as simple good as the raw materials and fuels used in its manufacture are considered to have zero embedded emissions. And there are no relevant precursors for hydrogen. However, hydrogen may itself be a relevant precursor for other processes, where it is separately produced for use as a chemical feedstock to produce ammonia, or to produce pig iron or direct reduced iron (DRI)(European Union 2023). More research into the material process is needed to determine whether Mathew falls into the category of reporting hydrogen.

Double Materiality Case Study for Lithium
Because double materiality is a crucial part of many ESG rating metrics, including CSRD, there has been studies conducted for critical materials to assess its overall double materiality in a corporate. Lithium, as an important component in batteries, is seen as a critical mineral that would benefit the stakeholders and corporates as it supports energy transition (Jabouley, Marleau, Ly, & Georges, 2022). Below is a ESG materiality map for metals and mining sector made by S&P Global, which shows a general trend of important metrics in this sector, acting as a good indicator for studies specifically for Lithium.
[image: ]
Figure 1: ESG Materiality Map For the Metals and Mining Sector (Jabouley, Marleau, Ly, & Georges, 2022)
In this graph, x-axis represents the importance of the metrics internally to company’s operation and y-axis represents the importance to external stakeholder. The importance goes from very low to very high along the axis. Therefore, from this graph, it can be concluded that in the mining sector, factors of importance for both internal and external impact are pollution and climate transition risks, followed by waste and recycling, workforce health and safety, biodiversity and resource use, working conditions, and water use.
In addition to the research on the whole mining sector, a benchmark analysis is conducted to observe how other companies with Lithium as their major material of operation assess their company’s materiality. Five companies are selected in this analysis. Along them, Alkem and SQM are ranked to be the top 5 companies with sustainable performance and ratings. Other three companies are selected with the criteria that their major material is lithium and they have conducted materiality assessment in their annual sustainability report. Livent is a global leader in lithium technology. Lithium Americas focuses on lithium technology development in North America. Cornish Lithium is a UK based lithium company that focuses on sustainable development in lithium extraction. From each company’s sustainability report, factors of high importance both internally and externally (meaning at the top right corner of the matrix) are recorded into the table below. Factors are ranked by importance level.
	Alkem (Alkem, 2022)
	SQM (SQM, 2021)
	Livent (Livent, 2021)
	Lithium Americas (Lithium Americas, 2023)
	Cornish Lithium (Cornish Lithium Plc, 2022)

	Health and Safety at Work
	Environmental Compliance
	Water
	Local Communities and Community Relations
	Safety

	Business Continuity, Growth and profitability
	Community Relations
	Corporate Governance
	Indigenous Peoples
	Stakeholder Engagement And Partnerships

	Climate change response
	Biodiversity
	Community Impact & Indigenous Peoples
	Water and Effluent
	Climate Change, Emissions And Energy
Management

	Biodiversity and environmental management
	Workforce Transformation and
Challenges
	Business Continuity
	Health and Safety
	Planning And Permitting

	
	Responsible Water Management
	Product Lifecycle Impact
	Climate Change Energy and GHG Emissions
	Environmental Management

	
	Responsible Business Management
	Diversity & Inclusion
	Regulatory compliance, Social and Economic Impacts
	

	
	
	
	Biodiversity
	



As shown in the table, factors that are of high importance in these five companies are with high similarity. The factor that occurred the most in the table is related to climate change issues. Other factors like biodiversity, water, health and safety, community impact, and business continuity and growth also occurred three times each among the five companies. The result shows a highly similar pattern to S&P Global’s study. Combining the result of the study and the benchmark analysis, it is safe to conclude that for Matthews International, the most important metrics to consider when evaluating the impact of their lithium operation are climate change risks, water, biodiversity, health and safety, and community impact. This study can also act as a reference on what metrics to consider and evaluate for Matthews’s future materiality assessment. 

Discussion and recommendation
Eco-Vadis
According to gap analysis of Eco-Vadis criteria and Matthews’ current practices in response to social, environmental, and governance requirements, Matthews should develop an in-house survey to supplement existing assessment systems, such as Ariba, to capture additional sustainability criteria not covered in that standard evaluations.  Below are some recommendations that Matthews should implement: 
1. Documentation and Evaluate Existing Actions and Documentation:
Sustainable Procurement Measures:
· Evaluate existing actions and strategies for integrating social and environmental factors into procurement processes.
· Record the numbers of suppliers who compliance to social and environmental standards
· Record all sustainable supply chain initiatives
Supplier Diversity Scope Declaration:
· Assess the scope and reach of the supplier diversity program, ensuring global application and inclusivity.
Sustainable Procurement Certification:
· Document any certifications obtained related to sustainable procurement practices.
REACH Measures:
· Verify compliance and progress regarding the REACH regulation through formal supplier assessments.
Sustainable Procurement Reporting and Coverage:
· Define key performance indicators (KPIs) for sustainable procurement and report on progress annually.
Carbon Supply Chain Actions:
· Outline strategies for reducing scope 3 emissions, including supplier engagement, product/service selection based on emissions intensity, and internal emission reduction efforts.
2. Develop in House Questionnaire, Pilot and Implementation:
Develop the questionnaire that cover more information, which is not asked in suppliers in Ariba system 
Test the effectiveness of the in-house survey by piloting it with select clients to ensure comprehensive data collection.
Roll out the survey to all new suppliers and reinforce its use with existing suppliers to gather necessary information consistently.
3. Implementation of Carbon Supply Chain Actions:
Engage suppliers in climate action initiatives to collectively reduce emissions throughout the supply chain.
Make purchasing decisions based on suppliers' GHG emissions intensity or their efforts in GHG reduction.
Take proactive measures to reduce emissions from various operational aspects, such as business travel, employee commuting, and downstream transportation.
4. Enhance current practices 
Supplier Diversity and Inclusion:
· Promote diversity and inclusion within your supply chain by actively seeking out suppliers owned or operated by women, minorities, or other underrepresented groups.
· Include diversity and inclusion criteria in supplier selection processes and support the development of diverse suppliers.
Supplier Selection and Management:
· Prioritize suppliers with strong environmental and social performance. Conduct thorough assessments of potential suppliers before onboarding.
· Establish clear sustainability criteria for supplier selection and incorporate them into procurement processes.
· Regularly evaluate supplier performance against sustainability metrics and provide feedback for improvement
Collaboration and Engagement:
· Collaborate with suppliers to identify opportunities for improvement in sustainability practices.
· Provide resources, training, and support to help suppliers enhance their sustainability performance.
· Foster open communication and dialogue with suppliers to address challenges and share best practices.
Risk Management:
· Identify and assess sustainability risks within your supply chain, such as environmental pollution, labor violations, or ethical concerns.
· Implement risk mitigation strategies to address identified risks and ensure compliance with sustainability standards and regulations.
· Regularly monitor and review supplier performance to proactively manage risks and address issues as they arise.
Continuous Improvement:
· Set ambitious sustainability goals for your procurement function and regularly review progress against these goals.
· Continuously evaluate and refine procurement processes to integrate sustainability considerations effectively.
· Encourage innovation and creativity in finding sustainable solutions within the procurement function.

CSRD
According to the above gap analysis, a few recommendations are given to Matthews International to comply with CSRD regulations. These recommendations focus mostly on how to improve Matthews’s ability to measure and assess their current status on environmental standards by CSRD. This would help them establish a system to record all the relevant data needed for basic CSRD reporting. Once Matthews finishes establishing a solid system of data recording and calculation, they can then move on to the next step, which is to set reasonable targets to reach GHG reduction goals and align with regulations like the EU taxonomy. These specific goals need to incorporate the company’s short-term and long-term development goals and are therefore not included in the recommendation section.

Recommendation 1: Conduct Double Materiality Assessments
As mentioned in the background section, double materiality is one of the most valued principles in the CSRD regulation. Therefore, a double materiality assessment is needed to help identify the impacts of the company’s operations, not only on its financial performance but also on broader environmental and social factors, which are what Matthews is lacking in their assessment. It would also allow the company to better identify risks associated with the key materials in the manufacturing process and potential opportunities for improvements and long-term sustainability. By doing so, it would allow for the integration of sustainable practices into the company’s decision-making processes, allowing better resilience in combating potential environmental and social challenges. In addition, it would enhance transparency and accountability in the manufacturing process and the company’s operation, fostering better trust among stakeholders and enhancing the company’s overall reputation. 

Recommendation 2: Build an Emission Data Record System
Establishing a comprehensive emission data record system is crucial for monitoring and managing the company’s environmental footprint. As Matthews currently lacks a system to track their environmental performance and data required for CSRD reporting, an emission data recording system is an essential start. It would allow Matthews to quantify their scope 1, 2, and 3 emissions, track performance over time, identify emission hotspots, and set emission reduction targets effectively. 
Comparatively, recording scope 1 and 2 emissions is of greater importance and more time-urgent. These two scopes represent direct and indirect GHG emissions from a company’s operations and are often the easier ones to measure and monitor, making it easier for the company to implement targeted mitigation strategies to reduce the overall impact. Therefore, for Matthews, it should be a short-term goal to establish an organized system to record and assess the company’s scope 1 and 2 emissions. To better comply with CSRD requirements and also other sustainability regulations, it is recommended that Matthews follow the GHG Protocol Guidance to conduct their emission accounting. A list of common sources of scope 1 and 2 emission and ways of data collection has been made according to the guidance, please refer to Appendix 1 for detailed information.
From a long-term perspective, it is also vital to record scope 3 emissions as they encompass a broader range of indirect GHG emissions associated with a company’s upstream and downstream activities from its value chain. It often represents the largest portion of a company’s carbon footprint. Measuring, monitoring, and managing scope 3 emissions allows Matthews to identify potential areas in their value chain to reduce energy use and relative emissions, thus contributing to long-term sustainable business practices. This is specifically important as Matthews wants to achieve sustainability in its supply chain management, as most of the emissions from the supply chain would be categorized into scope 3 emissions. However, it is also understood that there are many categories to be considered in scope 3 and it might pose challenges for Matthews to build up a comprehensive recording system in the short-term. Therefore, a table of recommended action plans has been made according to GHG Protocol Guidance on scope 3 emission accounting. The action plans are divided into short-term and long-term recommendations and may be adjusted according to the company’s general operation goals. The table also includes the guidance’s definition on each scope 3 categories, methods of calculation, and general data collection method, which is shown in Appendix 2.

Recommendation 3: Conduct Life Cycle Assessments (LCA)
A Life Cycle Assessment (LCA) is a comprehensive analysis method used to evaluate the environmental impacts that are associated with a product in its entire life cycle (Quist, 2024). It includes analysis of factors such as resource consumption, emissions, waste generation, human toxicity, and so on. For Matthews, a thorough LCA would help them assess the well-rounded environmental footprint of each product, not limiting it to GHG emissions. This would allow them to better comply with the CSRD requirements because the result of LCA also helps to fulfill all other four reporting criteria, including pollution, water resources, biodiversity, and resource use.

Recommendation Metrix (Short-term vs Long-term)
According to the above recommendations, an action plan matrix is suggested and divided into short-term and long-term actions. This also aligns with Matthews’s request for better and best practice recommendations, where implementing short-term recommendations allows them to achieve better practice, and long-term to achieve best practice.





	
	Short Term
	Long Term

	Double Materiality Assessment
	Initiate Double Materiality Assessments for one key material (e.x. Lithium)
	1. Conduct Double Materiality Assessments for all the key materials in the company
2. Integrate sustainability considerations into product design and development processes according to the assessment result

	Emission Tracking System
	1. Utilize and build onto the current system for Scope 1 and 2 emissions for better data recording
2. Initiate short-term action plans for Scope 3 emission (utilize diligence resources)
3. Set emission reduction targets primarily according to Scope 1 and 2 emissions
	1. Incorporate long-term action plans for Scope 3 emission and establish a comprehensive system with all emission scopes
2. Include Scope 3 emission into the emission reduction target

	Life Cycle Assessment
	Conduct LCAs for priority products
	1. Conduct LCAs for all products in the company
2. Include LCA as a requirement for all suppliers for their products



CBAM
Since the delay of CBAM reporting deadline, Mathews has more room to research and conduct initial assessment to comply with pertaining CBAM requirements in its European sector. The gap analysis above provided a framework for Mathews to prepare for transitional period. Following recommendations highlights the work flow to facilitate the process.



	Workflow
	Action Items

	1. Setup internal reporting team 
	· Educate company of importance
· Identify the department responsible for the compliance requirements.
· Assess capacity and build team 

	2. Carry out the initial impact assessment
	· Identify products covered by the CBAM.
· Material source, products volume.

	3. Set up the process to collect data on productions sites and underlying emissions 
	· Identify information source within supply chain.
· Identify major suppliers of CBAM goods

	4. Gather quarterly import data on quantities of CBAM goods imported. Link the import volumes with the production sites and emissions data
	· Does supplier have material emissions data?
· Site by site procurement data.



Recommendation 1: Internal or external specialist or team
The most imminent step is to assign internal or hire external specialist to walkthrough CBAM guidelines and scoring systems and define company role. This position will likely be under the sustainability department with collaboration of European business unit and procurement department. The specialist’s role will mainly be point of contact through departments and data collection. External support could entail hiring consulting firm like KPMG and Deloitte.

Recommendation 2: Detailed product and material list 
One of the biggest barrier of Mathews’ CBAM reporting is the identification of goods imported and exported through the industrial unit’s operations in Europe. The first step is to draw up a list of all goods and precursors, both produced at European installations and precursors obtained from outside the installations. Check and compare the full range of goods produced against the product specifications in the CBAM Regulation and compare the Combined Nomenclature (CN) Codes. From this comparison, establish which of the listed goods produced by the installation are within the scope. This detailed list is the preliminary step to begin collaboration with procurement department to identify volumes and with sustainability department to calculate or collect emissions data from suppliers.

Conclusions
The three reporting goals emphasis different parts of the supply chain and procurement while sharing some commonalities. While Matthews currently is in different stage of EcoVadis, CSRD, and CBAM reporting, the gap analysis showed similar areas of improvement and we identified two the most co-beneficial, imminent and impactful actions that are fundamental steps for meeting all sustainability goals.
The first is the step 0 to 1 which we define as internal awareness and team building. For an international corporate with diverse product lines, inter departmental communication and internal consensus on sustainability goals lay foundation to any future work. They hard journey starts with defining responsibilities and allocating resources. The second action is to compile a comprehensive data base with material source, quantity, origin, supplier compliancy. This the first step to begin reporting to CBAM and conducting LCA analysis necessary to CSRD.
Although the scope of this study is specific to one business unit, the framework established can be applied to other units and other sustainability metrics such as water security and energy. Matthews’ journey on reporting can set up an example for companies with similar structure and products to begin their own. 
Appendix
Appendix 1: Scope 1 and 2 Emission General Guidance (Innovation Center for U.S. Diary, 2019) & (Sotos, 2015)
	
	Emission Type
	Common Sources
	Data Collection

	Scope 1 Emission: Direct emissions from company's operation
	Stationary Combustion
	Boiler, Combustion Turbines, Process Heaters, etc. (e.x. for on-site manufacturing or heaters and generators)
	Fuel Consumption: On-site metering; Purchase records (gas bills)

	
	Fugitive Emissions
	Onsite refrigeration
Cold storage warehouses
Mobile air conditioning
	Refrigerant Consumption: Amount of refrigerant purchased

	
	Mobile Combustion Emissions
	Company vehicles
Forklifts and non-road equipment
	Fuel Consumption and Type
Distance Traveled
Vehicle Characteristics

	Scope 2 Emission: indirect emissions associated with the purchase of electricity, steam, heat, or cooling
	Emissions from Purchased Energy
	Electricity Purchased
	Electricity bills/utility bills



Appendix 2: Scope 3 Emission Guidance and Recommended Action Plans (Carbon Trust and World Resources Institute, 2013)
	Category
	Category Definition
	Recommended Data Collection Method
	Data Collection
	Short-Term
	Long-Term

	Purchased goods and services
	All upstream emissions from the production of products purchased or acquired by the reporting company
	Supplier-specific Method
	Suppliers: cradle-to-gate GHG inventory data for their products
	
	Requires supplier to conduct cradle-to-gate Life Cycle Assessment on their products to provide a detailed GHG inventory in Supplier Code of Conduct

	
	
	Average-data Method
	Mass or other relevant units of goods purchased
Relevant secondary emission factors (e.x., industry average)
	
	

	Capital goods
	All upstream emissions from the production of capital goods purchased or acquired by the reporting company (e.x., PP&E or fixed assets)
	Same as Purchased goods and services
	
	Requires supplier to conduct cradle-to-gate Life Cycle Assessment on their products to provide a detailed GHG inventory in Supplier Code of Conduct

	
	
	
	
	

	Fuel- and energy related activities (not included in
scope 1 or scope 2)
	1. Upstream emissions of purchased fuels
2. Upstream emissions of purchased electricity 
3. Transmission and distribution (T&D) losses
	Supplier-specific Method
	Suppliers: upstream emissions (extraction, production and transportation) of fuel consumed by Matthew (as an end user of electricity)
	Gather required data from energy providers or utlity companies / Estimate emission using current data and the average-data method
	Require data from utility companies/energy providers and detailed information on their data recording method

	
	
	Average-data Method
	Unit of fuel consumption
Secondary (e.x., industry average) emission factors for upstream emissions of fuel
	
	

	Upstream transportation and distribution
	1. Transportation and distribution of products purchased
2. Third-party transportation and distribution services purchased by the reporting company 
3. Third-party transportation and distribution between the company’s own facilities
	Fuel-based Method (transportation)
	Amount of fuel consumed (scope 1 and scope 2 emissions of transport providers)
	Collect fuel consumption data from transport providers
	Collect refrigerant and refrigerant leakage data of products, if applicable

	
	
	Site-specific method (distribution)
	Site-specific fuel, electricity, and fugitive emissions data
	Collect fuel and energy consumption data from each storage facility of individual distribution activities
	

	Waste generated in operations
	Emissions from third-party disposal and treatment of waste generated in the reporting company’s owned or controlled operations
	Supplier-specific method
	Waste-specific scope 1 and scope 2 emissions data directly from waste treatment companies
	Collect scope 1 and 2 emissions data from waste treatment companies; if not, use waste-type-specific method first
	Require waste treatment companies to disclose scope 1 and 2 emissions and add the regulation into code of conduct

	
	
	Waste-type-specific method
	Mass of waste by wate types and treatment methods
Emission factors of each treatment method
	
	

	Business travel
	Emissions from the transportation of employees for business-related activities in vehicles owned or operated by third parties (e.x., aircraft, trains, etc.)
	Distance-based method
	Distance and mode of the business trips
	Collect business travel data, including distance and mode of transportation
	

	Employee
commuting
	Emissions from the transportation of employees between their homes and their worksites
	Distance-based method
	Data from employees on commuting patterns including distance travelled and mode used for commuting
	Conduct employee surveys to record commuting data
	Update survey annually to ensure the accuracy of data

	Upstream
leased assets
	Emissions from the operation of assets that are leased by the
reporting company
	Asset-specific method
	Asset-specific scope 1 and scope 2 emissions data
	
	Record and report scope 1 and 2 emissions by each asset

	Downstream transportation and distribution
	Emissions from transportation and distribution of sold products in vehicles and facilities not owned or controlled by the reporting company
	Same as Upstream transportation and distribution
	Collect fuel consumption data from transport providers; Collect fuel and energy consumption data from each storage facility of individual distribution activities
	

	Processing of sold products
	Emissions from processing of sold intermediate products by third parties subsequent to sale by the reporting company
	Site-specific method
	Site-specific fuel and electricity consumption and waste generated
	
	Require each processing site to report fuel and electricity consumption and waste generated data into the code of conduct

	Use of sold products
	Emissions from the use of goods and services sold by the reporting company
	Products that directly consume energy (fuels or electricity) during use
	Energy consumption per product of each use phase
	Record energy consumption of each product during test phase across the product's whole lifespan
	Keep track of each product's consumption in each use phase, update as needed. Consider difference in consumption in different regions

	End-of-life treatment of sold products
	Emissions from the waste disposal and treatment of products sold by the reporting company at the end of their life
	Same as Waste generated in operations
	Collect scope 1 and 2 emissions data from waste treatment companies; if not, use waste-type-specific method first
	Require waste treatment companies to disclose scope 1 and 2 emissions and add the regulation into code of conduct

	Downstream leased assets
	Emissions from the operation of assets that are owned by the reporting company and leased to other entities
	Same as Upstream leased assets
	
	Require assets to report scope 1 and 2 emissions data annually

	Franchises
	NA

	Investments
	NA
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