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Abstract: The adoption of sustainable procurement strategies in the fast-moving consumer goods (FMCG) sector has gained
momentum as companies seek to align with environmental, social, and economic sustainability goals. This study examines the impact
of sustainable procurement on supply chain efficiency and cost reduction, focusing on key practices such as supplier collaboration,
sustainable material sourcing, energy efficiency, circular economy integration, and digital procurement tools. Through case studies
and statistical analysis across various FMCG sectors, findings reveal that sustainable procurement not only enhances operational
efficiency but also leads to significant cost savings. These strategies, however, have varied impacts across different FMCG industries,
highlighting the importance of tailored approaches. The results demonstrate that sustainable procurement is a viable pathway for
achieving competitive advantage while fulfilling corporate sustainability objectives.
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BACKGROUND AND RATIONALE

The fast-moving consumer goods (FMCG) sector,
known for high turnover rates of low-cost
products, represents one of the largest contributors
to global supply chain activity (Laosirihongthong,
et al.,, 2019). With its expansive reach across
markets, FMCG companies impact a variety of
environmental and economic factors. In recent
years, there has been a shift towards sustainable
practices within the FMCG industry, primarily
driven by increasing consumer awareness,
regulatory  pressure, and corporate  social
responsibility (CSR) commitments (Khayer, et al.,
2023). Sustainable procurement has emerged as a
key strategy in this shift, focusing on the sourcing
of materials and services in a way that minimizes
environmental impact, enhances social
responsibility, and maintains economic viability
(Adama, H. E. & Okeke, 2024). Sustainable
procurement is not merely an ethical choice but a
strategic imperative for FMCG firms aiming to
meet global sustainability standards and remain
competitive in an environmentally conscious
market.

Definition and  Scope of  Sustainable
Procurement

Sustainable procurement involves evaluating
suppliers based on environmental, social, and
economic criteria rather than cost alone (Adebayo,
et al., 2024). This approach includes selecting
suppliers who engage in environmentally
responsible practices, such as reducing emissions,
using renewable resources, and minimizing waste.
Sustainable procurement also promotes fair labor
practices and supports local economies, thus
having a broader social impact (Khan, et al.,
2018). In the context of FMCG, sustainable

procurement includes sourcing raw materials,
packaging, and services from suppliers with a
commitment to sustainability (Mathu & Phetla,
2018). The scope of sustainable procurement also
encompasses the adoption of circular economy
principles, where products and materials are
reused, recycled, or repurposed to reduce waste
and reliance on virgin resources.

Importance of Sustainable Procurement in the
FMCG Sector

The importance of sustainable procurement in
FMCG cannot be overstated. FMCG products,
ranging from food and beverages to personal care
items, have significant environmental and social
footprints (Brandenburg & Seuring, 2011). For
instance, the reliance on non-renewable packaging
materials and complex, globalized supply chains
creates a substantial carbon footprint. By adopting
sustainable  procurement  practices, FMCG
companies can reduce their environmental impact
and enhance brand loyalty. In a study conducted
by Brown, et al., (2022), it was found that over
60% of consumers are willing to pay a premium
for products produced and sourced sustainably
(Colicchia, 2017). Furthermore, sustainable
procurement aligns with environmental, social, and
governance (ESG) goals, which investors
increasingly prioritize, enhancing the company’s
reputation and attracting capital from socially
responsible investors.

Challenges in Implementing Sustainable
Procurement

Despite the benefits, implementing sustainable
procurement in FMCG presents several challenges.
The most immediate concern is the higher initial
cost of sourcing sustainable materials and
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investing in green technology. Many companies
must balance these costs against short-term profit
expectations (Gilal, et al., 2016). Additionally, the
FMCG sector relies heavily on extensive supplier
networks, often spanning multiple countries.
Ensuring that all suppliers adhere to sustainable
practices can be challenging due to varying
regulatory standards and resource constraints in
different regions (Nozari, et al., 2019). Other
significant obstacles include the lack of
standardized metrics for assessing supplier
sustainability, limited visibility into supplier
practices, and potential disruptions in supply due
to shifting from traditional suppliers to sustainable
ones. As Ugarte, et al, (2016) emphasize,
overcoming these challenges requires not only
financial investment but also a strategic approach,
including supplier collaboration, effective risk
management, and clear communication of
sustainability objectives.

RESEARCH AIM AND STRUCTURE
This research aims to analyze the impact of
sustainable  procurement on supply chain
efficiency and cost reduction within the FMCG
sector. By examining recent case studies and
analyzing quantitative data, this study seeks to
understand how sustainable procurement can help
FMCG companies streamline their supply chains,
reduce operational costs, and achieve long-term
resilience. The article is structured as follows: a
literature review that covers the existing research
on sustainable procurement and its impact on
supply chains, followed by the methodology used
for data collection and analysis, findings from the
data, a discussion on the implications for FMCG
companies, and concluding remarks with
recommendations for future research.

By offering insights into the benefits and
challenges of sustainable procurement, this
research contributes to the broader discourse on
sustainability in FMCG and provides a foundation
for industry stakeholders looking to implement
effective procurement strategies.

METHODOLOGY

To evaluate the impact of sustainable procurement
strategies on supply chain efficiency and cost
reduction in the FMCG sector, a mixed-methods
approach was employed, combining qualitative
and quantitative research methods. This approach
allowed for a comprehensive examination of
sustainable procurement practices across diverse
FMCG companies, providing both in-depth
insights and measurable data.

The study began with the selection of case studies
from FMCG companies recognized for their
sustainable  procurement  practices.  These
companies were chosen based on sustainability
reports, industry rankings, and publicized
sustainability initiatives, ensuring that the selected
firms represent a spectrum of sustainable
procurement practices. Additionally, industry
reports and peer-reviewed journal articles were
reviewed to contextualize the findings within
current research and industry trends. This review
helped identify common sustainable procurement
strategies, challenges, and their perceived impact
on supply chain performance.

Primary data was collected through semi-
structured interviews with supply chain and
procurement managers in the selected FMCG
companies. These interviews aimed to gain
firsthand insights into the implementation of
sustainable procurement practices, the challenges
encountered, and the perceived benefits to supply
chain efficiency and cost reduction. Interview
questions were developed based on themes
identified in the literature review, such as supplier
collaboration, resource optimization, and cost
management. To enhance the reliability of the
data, interviews were recorded, transcribed, and
coded for recurring themes and patterns. The
qualitative data provided a narrative on how
sustainable procurement strategies influence
supply chain operations from the perspective of
industry practitioners.

Quantitative data was gathered from the
companies’ internal reports, sustainability metrics,
and key performance indicators (KPIs) related to
procurement and supply chain efficiency. Metrics
such as lead times, inventory turnover, cost
savings, and waste reduction were analyzed to
guantify the impact of sustainable procurement.
Data on procurement costs, material usage, and
waste management was particularly useful in
assessing the cost implications of sustainable
practices. Data collection adhered to ethical
guidelines, ensuring confidentiality and data
accuracy.

For statistical analysis, the quantitative data was
subjected to regression analysis to examine the
relationship between sustainable procurement
practices and supply chain efficiency metrics.
Regression analysis was used to identify the extent
to which sustainable procurement contributed to
reductions in costs and improvements in supply
chain efficiency. Descriptive statistics were
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calculated to summarize data on cost reductions
and efficiency improvements across the selected
companies, providing an overview of the impact
magnitude.

To assess the correlation between sustainable
procurement and specific cost-saving measures,
correlation  coefficients were calculated for
variables such as supplier collaboration, material
costs, and energy consumption. Additionally, t-
tests were conducted to compare the performance
of companies with high levels of sustainable
procurement against those with more conventional
procurement practices. These tests allowed for a

procurement’s impact on operational costs and
supply chain efficiency.

The combination of qualitative insights and
quantitative analysis provided a robust foundation
for evaluating sustainable procurement strategies
in the FMCG sector. Through case studies,
interviews, and statistical tests, the methodology
offers a comprehensive examination of how
sustainable procurement can enhance supply chain
efficiency and drive cost reductions, contributing
to a clearer understanding of its potential as a
competitive advantage in FMCG.

RESULTS

more precise measurement of sustainable
Table 1: Supplier Collaboration and Lead Time Reduction
Company Supplier Collaboration Average Lead Time Regression p-
Type Score Reduction (%) Coefficient () Value

Textile 85 12 0.78 <0.05
Food & |92 15 0.84 <0.01
Beverage
Personal Care | 75 10 0.63 <0.05
Household 88 14 0.81 <0.01
Goods

Table 1 illustrates a positive correlation (f = 0.78,
p < 0.05) between supplier collaboration and lead
time reduction across various FMCG sectors. The
food and beverage industry, with a high supplier
collaboration score, shows the greatest reduction in

lead times. These results suggest that sustainable
procurement,  through  enhanced  supplier
relationships, leads to efficiency gains in supply
chain operations, particularly in sectors where
timely delivery is crucial.

Table 2: Waste Reduction through Sustainable Material Sourcing

Company Sustainable Material Waste Reduction Correlation p-
Type Sourcing (%) (%) Coefficient (r) Value
Textile 75 20 0.72 <0.05
Food & | 85 25 0.81 <0.01
Beverage
Personal Care 65 15 0.68 <0.05
Household 78 22 0.76 <0.01
Goods
In Table 2, waste reduction is strongly correlated (r increased commitment to sustainable sourcing can
= 0.72, p < 0.05) with sustainable material significantly decrease waste, benefiting both
sourcing. The food and beverage sector, which environmental impact and cost management across
invests heavily in sustainable sourcing, achieves all sectors.
the highest waste reduction. This demonstrates that
Copyright © 2022 The Author(s): This work is licensed under a Creative Commons Attribution- NonCommercial-NoDerivatives 4.0 9

(CC BY-NC-ND 4.0) International License
Publisher: SARC Publisher




Sarc. Jr. Eco. Bus. Man. vol-3, issue-12 (2024) pp-7-14

Dhongde, A.
Table 3: Energy Efficiency and Cost Savings in Production
Company Type | Energy Efficiency Investment | Production Cost Savings (%) | t-Value | p-Value
(%)

Textile 65 12 2.78 <0.05
Food & Beverage | 70 15 3.12 <0.01
Personal Care 55 10 2.34 <0.05
Household 60 13 2.89 <0.05
Goods

Table 3 provides statistically significant results (t = investments, supporting the hypothesis that

2.78, p < 0.05) showing production cost savings
associated with energy efficiency investments. The
food and beverage sector shows the highest cost

savings due to substantial

energy efficiency

energy-efficient procurement leads to measurable

production cost

reductions,

energy usage is intensive.

Table 4: Circular Economy Practices and Material Cost Reduction

especially where

Company Circular Economy Material Cost Regression p-
Type Practice (%0) Reduction (%) Coefficient () Value

Textile 60 14 0.74 <0.05
Food & |75 18 0.82 <0.01
Beverage
Personal Care 50 10 0.66 <0.05
Household 68 16 0.79 <0.01
Goods

In Table 4, the regression coefficient ( = 0.74, p <
0.05) highlights a strong link between circular
economy practices and material cost reduction.
The food and beverage and household goods
sectors show substantial reductions in material

costs through circular economy practices, such as
recycling and reuse, underscoring the potential of
these practices to lower costs and enhance resource
sustainability.

Table 5: Digital Procurement Tools and Inventory Optimization

Company Digital Procurement Tool Inventory Correlation p-
Type Usage (%) Optimization (%) Coefficient (r) Value

Textile 70 12 0.78 <0.05
Food & | 82 15 0.86 <0.01
Beverage

Personal Care | 60 10 0.70 <0.05
Household 75 13 0.79 <0.01
Goods

Table 5 demonstrates a positive correlation (r =
0.78, p < 0.05) between digital procurement tool
usage and inventory optimization. The food and
beverage sector, which makes significant use of
digital procurement, exhibits the greatest

improvements in inventory optimization. These
tools enhance inventory accuracy and forecasting,
minimizing storage costs and reducing stockouts,
which is especially advantageous in industries with
perishable goods.
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Table 6: Sustainable Supplier Development and Total Cost Reduction
Company Type Sustainable Supplier Development Total Cost Reduction t- p-
Score (%) Value | Value

Textile 80 15 3.01 <0.05
Food & |85 17 3.45 <0.01
Beverage

Personal Care 70 12 2.76 <0.05
Household 78 14 3.12 <0.05
Goods

Table 6 highlights significant cost reductions (t =
3.01, p < 0.05) achieved through sustainable
supplier development. The food and beverage and
textile sectors, which invest in building supplier
capabilities, show the greatest reductions in
procurement costs. These findings emphasize the
importance of supplier partnerships in driving
long-term cost efficiency and resilience.

DISCUSSION

This section interprets the findings of the study,
emphasizing how sustainable  procurement
practices enhance supply chain efficiency and
drive cost reductions in the FMCG sector. The
discussion is organized into key areas based on the
primary  innovative  procurement  practices
analyzed, providing a deeper understanding of
their role and impact across FMCG company

types.

Supplier Collaboration and Supply Chain
Efficiency

The results highlight that increased supplier
collaboration significantly reduces lead times
across FMCG sectors, particularly in the food and
beverage industry. This sector experienced the
highest supplier collaboration scores and the
greatest lead time reduction, underscoring the
advantages of close supplier relationships in high-
demand environments. These findings align with
previous research suggesting that collaboration
fosters greater visibility and adaptability within
supply chains (Theilen et al., 2014). Enhanced
communication and shared goals with suppliers
enable quicker response times and fewer
disruptions, which are critical in the FMCG sector,
where product shelf life and timely availability are
essential (Igwe, et al., 2024). This indicates that
FMCG companies should consider supplier
collaboration not just as a sustainable strategy but
as a driver of operational excellence, particularly
for sectors with complex and time-sensitive supply
chains.

Sustainable Material Sourcing and Woaste
Reduction

Sustainable material sourcing showed a strong
correlation with waste reduction, with food and
beverage companies leading in both areas. This
finding is significant as it demonstrates that
sustainable sourcing practices directly impact
waste management efficiency, contributing to both
environmental and cost benefits (Mvubu, M. &
Naude, 2016). By investing in eco-friendly
materials and reducing reliance on single-use
resources, companies in sectors like food and
beverage and household goods can achieve
substantial reductions in waste (Anisulowo, et al.,
2024). This finding aligns with the principles of
the circular economy, suggesting that sustainable
material sourcing can play a pivotal role in
minimizing waste and achieving zero-waste goals
in FMCG. However, the personal care sector
exhibited slightly lower scores in both sustainable
sourcing and waste reduction, likely due to the
specialized nature of its materials (Roy, et al.,
2020). This suggests that personal care companies
may need tailored sustainable sourcing solutions to
achieve similar waste reductions.

Energy Efficiency and Production Cost Savings
Energy efficiency investments were associated
with  considerable production cost savings,
especially in the food and beverage and textile
sectors, where energy-intensive processes are
common. These results emphasize that sustainable
energy use is not only environmentally beneficial
but also financially advantageous (Salam, M. A. &
Khan, 2018). By adopting energy-efficient
machinery and processes, companies reduce
operational costs and improve long-term
profitability. This supports findings from Gatobu,
J. G. & Moronge (2018), who noted that energy-
efficient practices decrease dependence on volatile
energy markets, stabilizing production costs.
Given the increasing costs of energy globally,
FMCG companies could further enhance cost
savings by adopting renewable energy sources,
thereby reducing emissions and gaining cost
stability (Ogunlela, et al., 2018).
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Circular Economy Practices and Material Cost
Reduction

The positive relationship  between circular
economy practices and material cost reduction was
most notable in the food and beverage and
household goods sectors. This suggests that
recycling, reusing, and repurposing materials can
lead to substantial cost savings, as companies
reduce dependency on raw materials and minimize
waste (Van Elzakker, et al., 2017). The food and
beverage sector, in particular, benefits from
circular practices due to the high volume of
packaging materials involved. These results
highlight the importance of circular supply chains
in reducing material costs, especially in sectors
with high material throughput. The lower cost
reductions observed in the personal care sector
indicate that companies here may face unigque
challenges in material reuse, perhaps due to
product-specific health and safety requirements
(Adewale, et al., 2024). This calls for innovation
in materials and packaging that aligns with both
circular economy principles and industry standards
(Jindal, 2024).

Digital Procurement Tools and Inventory
Optimization

The study found a strong correlation between the
use of digital procurement tools and inventory
optimization, with food and beverage companies
showing the most significant improvements (Jain,
2024). Digital tools, such as real-time tracking,
predictive analytics, and automated ordering,
enable FMCG companies to reduce stockouts,
lower storage costs, and improve forecasting
accuracy. These findings support research by
Murganoor, (2024), indicating that digitalization in
procurement enhances transparency, agility, and
overall supply chain performance. For sectors like
food and beverage, where inventory turnover is
rapid, digital procurement provides a competitive
advantage (Jain, 2023). The lower performance in
digital procurement observed in the personal care
sector could be due to varying levels of digital
maturity, suggesting that there is room for broader
digital adoption across FMCG to standardize
procurement efficiencies.

Sustainable Supplier Development and Long-
Term Cost Efficiency

The results suggest that sustainable supplier
development significantly contributes to total cost
reductions, particularly in the textile and food and
beverage sectors. By investing in sustainable
practices within their supply chains, FMCG
companies build resilience and cost-efficiency,

benefiting from stable, long-term supplier
relationships (Kadapal, et al., 2024). This supports
prior research showing that supplier development
is essential for managing costs and ensuring supply
chain continuity in the face of disruptions
(Chillapallil and Murganoor, 2024). For textile
and food and beverage companies, which often
rely on extensive supplier networks, sustainable
supplier development offers both operational and
financial advantages. Household goods companies
showed moderate cost reductions, indicating that
sectors with fewer supplier dependencies may still
benefit but to a lesser extent. These results
highlight that companies across FMCG should
consider supplier development as a strategic, long-
term investment in sustainability and cost
management (Chillapalli, 2022).

Implications for FMCG Sector

The findings of this study underscore the
importance of sustainable procurement as a
strategic tool for enhancing supply chain
efficiency and reducing operational costs. FMCG
companies can achieve competitive advantages by
implementing sustainable practices that not only
benefit the environment but also improve financial
performance (Jindal and Nanda, 2024). However,
as the results indicate, the impact of these practices
varies by sector, emphasizing the need for
industry-specific sustainable procurement
strategies. Sectors such as food and beverage and
textile, which show higher returns on sustainable
investments, serve as models for other sectors.
Future  policies  encouraging  cross-sector
collaboration, supplier incentives, and digital tool
integration can further streamline sustainable
procurement across the FMCG industry (More and
Unnikrishnan, 2024).

This study demonstrates that sustainable
procurement strategies significantly impact supply
chain efficiency and cost reduction in the FMCG
sector. By adopting practices such as supplier
collaboration,  sustainable  sourcing, energy
efficiency, circular economy models, and digital
procurement, companies achieve measurable
financial and operational benefits. These practices
also support broader corporate sustainability goals,
positioning FMCG firms for long-term success in a
rapidly evolving market.

CONCLUSION

This study underscores the transformative impact
of sustainable procurement strategies on supply
chain efficiency and cost reduction in the FMCG
sector. By integrating sustainable practices—such
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