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AMPLIFA PROCUREMENT GLOSSARY

Supplier ESG Improvement Plan: Systematic
Sustainability Development in the Supply
Chain
A supplier ESG improvement plan is a structured, time-bound action programme with which

companies systematically remediate environmental, social and governance deficits at suppliers. It

translates the results of supplier assessments and audits into concrete, measurable improvement

steps with clear deadlines and responsibilities. In this way, sustainability in procurement is

transformed from a one-off inspection topic into a continuous development process – with a direct

impact on compliance, supply chain security and reputation.

Key facts
• The plan is typically based on audit findings, self-disclosures and supplier assessments and

prioritises actions by severity and business criticality.

• Common components are the action agreement, deadline schedule, verification dates and defined

escalation levels up to supplier exclusion.

• In practice, improvement plans are usually agreed over 6 to 18 months with quarterly check-ins.

• Larger companies are increasingly equipping key suppliers with financial or volume incentives to

accelerate implementation.

• The plan is a central instrument of evidence towards regulators, customers and capital providers –

but it does not replace legal examination on a case-by-case basis.

Definition: supplier ESG improvement plan
A supplier ESG improvement plan is a bilaterally agreed catalogue of actions by which a supplier

remediates identified ESG weaknesses within defined deadlines. It is initiated by the procurement team

or the sustainability department and agreed on a binding basis.

Distinction from the supplier audit

While a supplier audit score measures the current state, the improvement plan describes the path to a

target state. The audit provides the diagnosis, the plan the therapy. The two interlock: without reliable

audit or assessment data there is no basis for prioritised actions; without a plan, audit findings often

remain without consequence. In practice, this results in a control loop of assessing, negotiating,

implementing and re-auditing, which is integrated into existing supplier processes such as framework

agreements in procurement.

Typical triggers

Common triggers are conspicuous audit findings, indications from sanctions list screening or media

research, customer requirements along the value chain, and regulatory expectations. A supplier's move

into the preferred supplier policy can also trigger a plan if ESG criteria are a condition of admission. It is
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important that triggers are documented – this makes it possible to trace later why a company was

obliged to respond and how it responded.

Structure of an effective improvement plan
A sound plan follows a clear structure: finding, target, action, responsible party, deadline, verification.

These elements are used consistently for each severity level of the findings.

Actions and prioritisation

The identified findings enter an action pipeline that is prioritised by severity (e.g. breach of the code of

conduct vs. improvement potential in energy efficiency) and by the supplier's strategic importance.

Critical findings such as serious health and safety violations require immediate actions and short

deadlines; documentary gaps such as missing traceability across supply paths can be closed in longer

cycles. The allocation should sensibly follow the outcome of the procurement portfolio analysis so that

resources are not spread across unimportant suppliers.

Deadlines, milestones and escalation

Tiered deadline models have proven themselves in practice: immediate actions within days to weeks,

core measures typically within 6 months, structural changes such as management systems within 12 to

18 months. Each level needs a defined escalation path – from the reminder via executive meetings to

the suspension of new business or delisting. The escalation thresholds should be harmonised with

existing procurement approval limits and contractual instruments such as the guarantee agreement or

the terms and conditions.

Responsibilities and incentives

The plan names responsible parties on both sides: at the supplier an owner per action, and in

procurement a plan coordinator. Incentives significantly increase the implementation rate: volume

incentives, extended framework agreements in procurement or a bonus agreement on target

achievement are common instruments. Conversely, price or volume reductions can be agreed in the

event of non-performance, provided the contractual basis supports this.

Methods and approach in the introduction process
The introduction follows a process of analysis, agreement, implementation and verification. Methodically,

it draws on established procurement instruments.

Analysis and risk segmentation

The starting point is data analysis in procurement: supplier data, audit scores, self-disclosures and

country and commodity group risks are merged. High-risk segments are identified before individual

plans are created. Instruments such as the supplier feasibility review help to assess whether a supplier

can actually deliver the required improvements – this prevents unrealistic deadlines and later

stagnation.

Agreement and integration into procurement processes

Ideally, the plan is fixed as an annex to the supply contract or in supplementary agreements. New

tenders via RFX in procurement and two-envelope bid procedures can anchor ESG criteria and

improvement obligations from the outset. For ongoing business, terms and conditions and codes of
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conduct serve as the contractual framework; their specific design should be examined legally.

Verification and re-audit

Actions are only considered complete once they have been verified – through a follow-up audit,

document review or on-site visit. The supplier audit score is measured again after completion, making

progress measurable. In practice, quarterly check-ins with documented minutes have proven effective;

for critical findings, more frequent meetings are common.

Key KPIs for steering
Without metrics, the plan remains a declaration of intent. A small number of clearly defined indicators

that feed into procurement cost centre reporting or sustainability dashboards has proven effective.

Implementation and effectiveness metrics

Central KPIs are the proportion of actions completed on time, the average time to verification, the

proportion of suppliers with an active plan, and the score improvement at the follow-up audit. In addition,

the acceptance rate is worthwhile – the proportion of suppliers that accept plans rather than being

delisted.

Risk and portfolio metrics

At portfolio level, what counts is the proportion of procurement spend with suppliers without open critical

findings, the development of average audit scores by commodity group, and the coverage of high-risk

spend with completed plans. These metrics are drawn directly from data analysis in procurement and

also support supply base optimisation.

Risks and controls
Improvement plans carry their own pitfalls: sham compliance, overburdening small suppliers and lack of

binding force are the most common.

Greenwashing and misdirection

Suppliers may document actions on paper without implementing them in reality. The countermeasures

are independent verification, spot audits and comparison with feedback from quality and logistics

processes. Anyone who ticks off plans solely by questionnaire produces documentary evidence without

substance.

Dependencies and ability to supply

With single sourcing or tight markets, the escalation threat lacks credibility. Alternatives help here:

building second sources, buffered stocks via demand planning and emergency ordering in the event of

supply risk, and systematic supply chain resilience management. Plans should therefore always be

linked to a contingency assessment: what happens to supply if the supplier fails or exits?

Compliance and documentation

Storing plans, audit evidence and correspondence in an audit-proof manner is a duty, not an optional

extra. In addition, ongoing checks such as sanctions list screening and clean compliance reporting

towards customers remain necessary. Legal obligations – for example under supply chain acts – must

be examined on a case-by-case basis with legal advice; the improvement plan does not replace this
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examination.

Current developments
Regulatory pressure, customer requirements and digitalisation are significantly changing the practice of

supplier development.

Regulation as a driver

Supply chain acts in Germany and the EU as well as reporting obligations under sustainability

standards are increasing the documentation burden along the entire chain. Companies are increasingly

asking not only about their own direct suppliers but about deep-tier risks – which makes traceability and

standardised exchange formats for sustainability data more important. The specific obligations change

continuously and must be examined on a case-by-case basis.

Digitalisation and AI support

Software-based platforms for supplier data, audits and action tracking are becoming the standard.

AI-supported analyses help to cluster findings and identify risk suppliers early; AI also supports the

formulation of ESG criteria in enquiries via RFX in procurement. What remains important: the human

assessment on the ground cannot be replaced by data models.

From pressure to partnership

Successful companies shift the focus from punishment to joint development: joint investments, training

programmes on the supplier side and long-term framework agreements in procurement as a quid pro

quo for sustainability investments. Practical experience shows that this significantly increases the

implementation rate and strengthens the loyalty of key suppliers.

Typical metrics
Actions verified on time: > 90 %
Usual target value after the introductory phase; below this, planning or implementation action is needed

Score improvement at the re-audit: typically +10 to +20 points
Depends on the scale and initial level of the supplier audit score

Spend without open critical findings: > 95 %
Proportion of procurement spend with suppliers that have no open critical ESG findings

Plan acceptance rate: > 85 %
Proportion of suppliers that agree to a plan rather than being delisted

Practical example
A medium-sized mechanical engineering company with around 450 actively supplying suppliers

identified 30 high-volume suppliers in high-risk countries in its procurement portfolio analysis. For twelve

of these with critical audit findings, individual supplier ESG improvement plans were agreed.

• Action pipeline with 84 individual actions, prioritised by severity and supplier criticality

• Quarterly check-ins and a follow-up audit after 9 months; audit score improved for nine of twelve

suppliers

• Anchoring of ESG obligations in renewed framework agreements and future RFX in procurement
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• Establishment of a second source for the most critical supplier to secure supply

Conclusion
The supplier ESG improvement plan turns audit findings and risk data into measurable, contractually

secured improvement steps. It only works if it is prioritised, sets realistic deadlines and is consistently

verified – and if escalation and incentive instruments are meant seriously. As a component of supply

chain resilience management and procurement portfolio analysis, it also contributes to security of

supply. The prerequisite is a sound data basis from audits, assessments and self-disclosures. Those

who embed the plan strategically turn sustainability pressure into a competitive advantage.

Frequently asked questions

What is a supplier ESG improvement plan?

A structured action programme by which a supplier remediates identified environmental, social and

governance deficits within agreed deadlines. It is based on audit findings and supplier assessments,

contains responsibilities, deadlines and escalation levels, and is ideally anchored contractually.

How do you create a supplier ESG improvement plan?

First, findings from audits, self-disclosures and data analysis in procurement are collected and

prioritised. Then, for each finding, an action, target, responsible person, deadline and verification

method are agreed. The plan is fixed as an annex to the contract and reviewed quarterly.

What deadlines are customary for ESG improvement plans?

Immediate actions for critical findings typically run in days to weeks, core measures in around 6 months,

and structural changes such as management systems in 12 to 18 months. The deadlines should be

agreed realistically with the supplier and verified quarterly.

What happens if a supplier does not implement the ESG improvement plan?

Defined escalation levels apply: follow-up actions, executive meetings, suspension of new business and,

in extreme cases, delisting. For critical suppliers, supply should be secured in parallel, for example

through second sources or increased safety stocks.

Are ESG improvement plans legally binding?

Individual plans are contractual instruments; whether your company has statutory obligations to monitor

suppliers depends on its size, sector and market activity. The specific legal requirements should be

examined on a case-by-case basis with legal advice.

Which KPIs measure the success of an ESG improvement plan?

Key metrics include the proportion of actions verified on time, the score improvement at the re-audit, the

proportion of procurement spend without open critical findings, and the acceptance rate of the plans

among suppliers. These KPIs are drawn directly from data analysis in procurement.


