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Sustainable public procurement (SPP) has emerged as a powerful way to stimulate more sustainable
consumption and production patterns for society at large. This brief examines the reasons behind
the current drive towards sustainable public procurement, and the barriers that have to be overcome
in order to implement it.

A significant share of the world’s GDP is In addition, in some sectors, domestic
associated with expenditures by govern- government procurement tends to be the
ments. On average, total public expenditures single most important source of sales (e.g.
by central and local governments (including defence-, health- and research-related
consumption and investment expenditures) industries) or one of the most important
are estimated to account for about 20% of
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non-OECD countries Subtracting compensa- and Social Affairs (UNDESA) and currently with the
’ Department of Peacekeeping Operations. The author

tion to public employees, public procure- would like to acknowledge the benefit from participat-

ment is estimated to represent 6% to 10% of ing in the ILO/ITC-UNEP training course on “Sustainable
. . public procurement’, Turin, Italy, March 26-30 2007

GDP depending on countries. and from working with the Marrakech Task Force on

Sustainable Public Procurement in 2006 and 2007.

Box 1

What is sustainable public procurement?

While there is no universally accepted definition of sustainable public procurement (SPP), there is a
clear distinction between SPP and green public procurement (GPP).

Environmentally responsible or ‘green’ procurement is the selection of products and services that mini-
mize environmental impacts. It requires a company or organization to carry out an assessment of the
environmental impacts of a product at all the stages of its lifecycle. This means considering the environ-
mental costs of securing raw materials, and manufacturing, transporting, storing, handling, using and
disposing of the product.

In addition to environmental concerns sustainable procurement also incorporates social considera-
tions. As defined by the UK Sustainable Procurement Task Force in 2006, sustainable procurement is a
process “whereby organizations meet their needs for goods, services, works and utilities in a way that
achieves value for money on a whole life basis in terms of generating benefits not only to the organiza-
tion, but also to society and the economy, whilst minimizing damage to the environment.”

Environmental considerations might include: the reduction of greenhouse gas emissions and air pol-
lutants; improved energy and water efficiency; reduced waste and support for reuse and recycling;
use of renewable resources; reduced hazardous waste; and reduced toxic and hazardous substances.
Social considerations might include: gender and ethnic equity; poverty eradication; and respect for
core labour standards.



(e.g. construction, energy, transport equip-
ment). There are however significant differences
between countries in the ranking of most other
sectors and the size of public procurement
market shares. For instance, purchases of office
equipment in Canada by public authorities
represented over one-third of total demand in
the beginning of the nineties, but less than 5% in
Japan or Austria.

Governments have increasingly become involved
in making their procurement “greener” or more
sustainable. While green procurement and sus-
tainable procurement refer to different concepts
(see Box 1), the underlying idea is the same: to
use public procurement in order to achieve desir-
able environmental and, in the case of sustain-
able public procurement, social outcomes.

Why engage in GPP or SPP?

The first reason to get involved in GPP is based
on cost effectiveness. In many cases, public
administrations can save money compared to a
business as usual scenario. Some “greener” prod-
ucts and services are less costly in terms of their
use, maintenance and disposal despite higher
upfront investment costs. This is the case for
bus services in the EU and pest management in
the US. For some products such as copying paper
in Germany, the price of the green option itself
is the same or below that of the conventional
option (Figure 1). This, however, is true only for
some products in some countries.

A second reason to promote green or sustain-
able procurement is that governments, due to
their importance as customers in some markets,
can make a difference in environmental outcomes
by choosing environmentally friendly options,
as opposed to classical options. For instance, it
is estimated that if all public authorities in the
European Union demanded green electricity, this
would save the equivalent of roughly one-fifth of
the EU’s greenhouse gas reduction commitment
under the Kyoto Protocol. The extent to which
public procurement can deliver direct environ-

mental and social improvements through pur-
chases from particular industries or sectors will
depend on the government market share in those
sectors, as well as on the environmental and
social impacts of the targeted sectors.

A third reason for involvement in green procure-
ment, which is directly linked to the second one,
is that governments can use their market power
to influence producers to shift more rapidly to
cleaner technologies. By lowering the costs of
clean technologies due to scale economies, this
can also help private consumers shift to environ-
ment-friendly products. In many industries, it may
prove more economical to “green” a whole line of
products rather than entertain two separate lines
of products, especially when public orders of the
green version of the products make up a substan-
tial share of total sales. Public procurement has
driven ‘green’ product innovation, including the
development of energy efficient clothes dryers,
electric motors, office copiers, computers and
lighting, and low emission buses. A well-docu-
mented success story is the market transformation
in the United States following a 1993 Executive
Order which required that the federal government
purchase only Energy Star computer equipment.
Until then, such energy efficiency technologies
had only been applied to laptop computers. The
US government being the largest purchaser of
computers worldwide, the Executive Order led to
an overarching market transformation. By the end
of the nineties, Energy Star computer equipment
dominated the market. Moreover, this sparked the
market development of other Energy Star prod-
ucts, which today include thousands of product
categories. Stricter Energy Star energy-efficiency
specifications became effective in July 2007.

Lastly, public demand for more sustainably pro-
duced goods and services can also have desirable
indirect effects, such as raising consumer aware-
ness about the environmental and social implica-
tions associated with different types of purchases.
Governments wanting to promote more environ-
mentally friendly consumption patterns may find
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Figure 1

Life-cycle costs of “green” vis-a-vis conventional products in selected EU countries
(% difference over conventional option)

40 - Germany Sweden 40
- Czech Republic Spain
30 30
20 20
10 f; 10
0— g I - - .I 0
-10 " 3 -10
g 3
2 <
-20 2 ) g g S 5 _ 20
- c - = - (=3 =
g £ b g 3 g 3 s
£ 2 L3 H E 3 | 1 :
b £ 3| 2 £ 5 g |2 2
-30 4] = x o 2 « S 2 0 £ s - g -30
2 2 ) ° - Y a " 4 = g < o 14 <
: 3 z 3 E 3 g & 8 s £ 3 g g £
2 £ < 5 | % = i S § 2 s |3 g E 3
40 U] o o a < = a 4 = £ ] = (o] fin] = 40
Construction work Buses & Bus services IT Devices Paper supplies
Source: Oko-Institut e.V. and ICLEI (2007).
it necessary and useful to lead by example by the incorporation of environmental criteria into
putting public procurement practices in line with public procurement. In 2003, the European Com-
their publicly advertised environmental goals. mission adopted a Communication on Integrated
Product Policy (IPP), which recommended that
International SPP/GPP initiatives Member States increase the level of green public
Since the beginning of the decade, international procurement and elaborate national action plans
initiatives on GPP and SPP have flourished. that set targets and outline the concrete meas-
Public procurement was identified at the World ures to implement this policy.
Summit on Sustainable Development of Sep-
tember 2002 as one important instrument for Various international and regional organiza-
stimulating more environmentally sound goods tions and networks have been active in promot-
and services. In the same year, the OECD Coun- ing sustainable public procurement through
cil issued a recommendation on improving the awareness-raising, toolkit development and
environmental performance of public procure- capacity-building activities. Those include among
ment which recommended that member coun- others: the OECD and the European Commission,;
tries take greater account of environmental con- the Japan-based organisation IGPN (International
siderations in public procurement of products Green Purchasing Network), launched in 2005;
and services, and take concrete steps to ensure ICLEI (Local Governments for Sustainability), an
August 2008 Sustainable Development Innovation Briefs 3



Box 3

The Marrakech Process

The Johannesburg Plan of Implementation adopted at
the World Summit on Sustainable Development in 2002
called upon the international community to develop a
ten-year framework of programmes (10YFP) in support
of national and regional initiatives to accelerate the
shift towards sustainable consumption and production
(SCP). The 10YFP will be considered by the UN Commis-
sion on Sustainable Development (CSD) at its sessions
in 2010 and 2011. SPP has been identified as a key area
of work for the 10YFP.

The Marrakech Process is a global effort launched in
2003 to implement concrete SCP projects and formulate
the 10YFP in association with all relevant stakeholders.
Seven international Task Forces have been launched
since 2005 with the aim of supporting the implementa-
tion of concrete projects on specific themes of SCP. The
international Marrakech Task Force on SPP, led by the
government of Switzerland, is one of them.

The Task Force has developed an online assessment
tool and training materials, which provide different
stakeholders in the public procurement process an
easy start to implement the concept of SPP. The train-
ing material has been tested through a first pilot car-
ried out in Argentina in November 2007 and capacity-
building activities in several countries following the
same approach are to follow in the 2008-2010 period.

international association of local governments
and national/regional local government organi-
zations; the North American Green Purchasing
Initiative of the Commission for Environmental
Cooperation (CEC NAGPI); the Marrakech Task
Force on SPP, an international team created in the
context of the Marrakech Process (see Box 2); the
United Nations Environment Programme (UNEP);
the International Labour Organization’s Interna-
tional Training Centre (ILO/ITC).

GPP and SPP policies at the country level

Countries in both developed and developing
regions have used public procurement to pursue
social goals — to reduce unemployment, raise
labour standards, provide employment opportu-
nities for disabled persons, and promote gender,
racial and ethnic equality (Box 3).

In the mid-nineties, various governments started
taking steps towards adopting procurement poli-
cies that contribute to achieving environmentally
desirable outcomes (“green” public procurement,
or GPP). As of 2002, some countries, primarily
from OECD, had in place or were developing pro-
curement guidelines that encouraged the use of
recycled products as well as green procurement
websites, and intended to phase out the use of
non-recycled paper. But expanding such practices
to other goods and services and going beyond
the promotion of waste recovery and separation
remained limited. Since then, there has been con-
siderable progress, although meaningful imple-
mentation at the central government level remains
limited to a handful of countries (see Figure 2).

At the subnational level, a wide array of initia-
tives is under way. In the USA, actions to reduce
greenhouse gas emissions are widespread among
cities throughout the country. For instance,
according to a survey released in 2007 by the U.S.
Conference of Mayors, more than four in five of
the 130 survey cities now use renewable energy,
or are considering beginning by 2008, 97% are
using more energy-efficient lighting technologies
in public buildings, streetlights, traffic signals, and
other applications, or expect to do so by 2008,
and 72% of city fleets are already running on alter-
native fuels and/or use hybrid-electric technology.

In Europe, a large number of cities apply envi-
ronmental criteria in the purchase of electricity,
food, furniture, IT equipment, cleaning products,
paper, construction, timber and transport. In
Belgium and the Netherlands, several municipal
governments require that contractors recruit the
long-term unemployed. In the cities of Miinchen
and Diisseldorf (Germany), some products should
be tendered for with respect to international
labour standards. Several local governments in
Italy use Fair Trade specifications in procuring
food products for public school canteens.

In Australia, the leading organization at the local
level is the ECO-Buy programme of the Municipal
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Figure 3

Using public procurement to achieve environmental goals: some country examples

- Canada

A Policy on Green Procurement issued in April 2006 requires that envi-
ronmental performance considerations be embedded into the procure-
ment decision-making process in the same manner as price, perform-
ance, quality and availability. Guidelines, toolkits and training have
been made available to facilitate this process. It is estimated that three
quarters of government departments or agencies had green purchasing

policies in place as of 2006/2007.

- Japan

- United States

A 2007 Executive Order integrates and updates
prior practices and requirements with the goal
of increasing federal purchasing of energy
efficient, recycled content, biobased, and envi-
ronmentally preferable products and serv-
ices. Federal agencies must also ensure that:
at least half of renewable energy comes from
new renewable sources; water consumption is
reduced by 2% annually through 2015; fleet
total petroleum consumption is reduced by 2%
annually, use of alternative fuels is increased
by 10% a year, and plug-in hybrid (PIH) vehicles
are used when available at reasonable costs.

The 2000 Law on Promoting Green Purchasing makes it
compulsory for government institutions to implement
green procurement, while encouraging local authori-
ties, private companies and individuals to make efforts
for purchasing environmentally sound products and
services. All state ministries, departments and agencies
have to define procurement targets every fiscal year and
make the results of green procurement efforts publicly

available. 90% of central gov-
ernment agencies implement
green procurement. Although
by 2005 all sub-national gov-
ernments had developed pro-
curement policies, implemen-
tation has been slower.

- Brazil

Proof of the legality of the source of wood
used in public construction and infra-
structure projects is required by law. More
broadly, a 2007 bill establishes that public
purchases should take environmental crite-
ria into consideration whenever possible.

- Argentina

Argentina has developed an action plan to
implement SPP, and carried out research
and training activities for procurement offi-
cials and policy-makers with the support of
the Marrakech Task Force on SPP.

European Union

By early 2007, 9 out of 26 EU
member-states had adopted
national SPP or ‘Green’ action

‘ plans, 5 had drafted anational

action plan but it had not yet
been adopted, and 2 were in
the process of preparing one.
In Austria, Denmark, Finland,
Germany, Netherlands, Swe-
den and the UK, 40 to 70% of
all tenders published on Ten-
ders Electronic Daily incor-
porated some environmen-
tal criteria, although in the
remaining 18 countries, this
figure was below 30%.

- Mexico

The 2007-2012 National Development
Plan created the scope for changes in
procurement policy that allow for the
incorporation of sustainability criteria.
Recent changes in procurement law in
Mexico include the requirement that all
wood and furniture purchased by pub-
lic agencies possess a certificate dem-
onstrating its legal origin (since Sep-
tember 2007) and paper should have at
least 50% recycled content.

China

From January 2007, the central government and
provincial governments are asked to give priority
to environment-friendly products listed in a “green
product inventory”. The list, released in late 2006,
includes products ranging from cars to construc-
tion materials that have been approved by the
China Certification Committee for Environmental
Labelling. Products are required to meet the envi-
ronmental protection and energy saving standards
set by the State Environmental Protection Adminis-
tration in order to obtain the environmental label.

- Republic of Korea

The Act on the Promotion of
the Purchase of Environment-
Friendly Products, passed in
2005, requires public agencies
at national and local levels to
publish green procurement
policies and implementation
plans, carry out the latter, and
report results. The Environ-
ment Ministry is asked to pub-
lish guidelines, designated
items and evaluation criteria.
Although green public pro-
curement is still relatively
small (roughly 6% of total
public procurement in 2003),
it has been growing very rap-
idly during recent years.
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Association of Victoria, which works with local
councils to increase the purchasing of recycled,
climate-friendly, water saving, non-toxic and
other green products. In Japan, green procure-
ment activities were first led by civil society
organizations, local authorities and companies.
Front-runners such as the Prefecture of Shiga and
the City of Sendai as well as environment and
consumer activists started coordinating activities
at a national level and bringing clients and suppli-
ers together to develop common guidelines in the
mid-nineties, culminating in the establishment of
the Green Purchasing Network (GPN) in 1996, with
the support of the Ministry of Environment.

Procurement initiatives are also multiplying at
the state level in federal states such as Brazil,
Mexico, the USA, and Canada. In Brazil, some
states have started to promote SPP. Criteria for
socially and environmentally responsible pub-
lic procurement have been defined for a large
number of products and services and are being
incorporated in the electronic bidding system.

Potential obstacles to SPP implementation

Legal framework. Countries may need to
modify their legislation to be able to incorporate
sustainability criteria into public procurement
activities. More than half of the OECD coun-

Box 3

tries responding to a survey carried out in 2007
modified their legislation in order to introduce
environmental criteria in public procurement. In
Argentina, although preparatory work has been
taking place since 2006, broad deployment of
sustainability criteria in public procurement will
be conditioned by the enactment of domestic
legislation permitting the use of non price criteria
(Box 4). In Mexico, the 2007-2012 National Devel-
opment Plan includes environmental sustainabil-
ity as one of its five pillars, creating the scope for
changes in procurement policy that allow for the
incorporation of sustainability criteria.

Interpretation of public procurement legislation
is not always straightforward, and procurement
officials do not necessarily infer that the eco-
nomically most advantageous tender should be
the one with the lowest life-cycle cost. In Brazil,
although the Attorney-General’s office determined
that the National Procurement Law (8666/93) did
not prohibit the consideration of sustainability
criteria in public purchases, it was still deemed
desirable to amend the law to state explicitly that
public purchases should take those criteria into
consideration whenever possible (7709/2007).

The extent to which sustainability criteria may
be adopted in public procurement will also be

Social aspects of public procurement — some country examples

6

Many countries in both developed and developing regions have used public procurement to pursue social goals.
In Switzerland, a requirement of equal pay between men and women is a condition for public contracts to be per-
formed in the country. Since 1996 in Canada, in contracts for which aboriginal populations are the primary recipi-
ents, procurement is to be restricted to qualified aboriginal suppliers. In the United States, conditions requiring
‘affirmative action’ in employment in government contracts are among the measures seeking to achieve greater
equality for African-Americans. In the United Kingdom, the Special Contract Arrangements (SCA) require contract-
ing authorities to give special consideration to buying goods and services from suppliers which employ severely
disabled people. In Malaysia, in order to encourage greater participation of the bumiputeras (indigenous Malays),
tenders from bumiputera companies receive preferential treatment in government contracts. In India, procure-
ment rules stipulate that certain goods must be purchased from small and micro-enterprises, even if prices are up
to 15% higher than those offered by the competition. In South Africa, the 2000 Preferential Procurement Policy
Framework Act provides that a preference points system must be followed in awarding public contracts, in order
to promote the advancement of people historically disadvantaged by unfair discrimination on the basis of race,
gender or disability. In Brazil, a new law in force since January 2007 establishes criteria that are meant to increase
participation of smaller businesses in public procurement.

Sustainable Development Innovation Briefs August 2008



constrained by the international legal framework
in which a country operates. In states that have
ratified the Government Procurement Agreement
(GPA), a multilateral agreement of the World
Trade Organization (WTO) limiting the use of
discriminatory procurement provisions, the use
of SPP provisions could be challenged by disap-
pointed tenderers using the so-called domestic
bid challenge procedure that is mandatory. States
that are party to the GPA may also challenge a
country adopting SPP provisions using the WTO
dispute settlement procedures. Most developing
countries are not parties to the GPA and would as
a result be immune from direct challenge under
international law for utilizing social and/or envi-
ronmental criteria. Nevertheless, in practice they
are often bound by similar restrictions as a result
of GPA-like provisions being adopted in other
contexts, such as bilateral free trade agreements.

However, legal experts seem to disagree on the
seriousness of the potential obstacles created for
sustainable procurement by WTO-related meas-
ures. A broad array of methods and approaches
compatible with international and regional instru-
ments on procurement is available to incorpo-
rate sustainable development goals into public
procurement in all countries.

Several approaches have been utilized with suc-
cess. For example, companies tendering for pub-
lic works contracts in Paris (France) are required
to adopt a code of practice at selection stage
which includes a set of environmental measures
for the delivery of works. The performance condi-
tions require the winning bidder to implement
the code. In case of non-compliance, the contract
can be terminated and the contractor excluded
from future tendering procedures. Another
approach is to include SPP in the technical specifi-
cations of the good or service to be procured. For
example, in contracts for housing investments,
the Sheffield City Council (UK) asks tenderers not
only to set out how they would contribute to the
creation of attractive neighbourhoods, but also
how they would contribute to training policies

and work in partnership with social enterprises
and small businesses.

Budget systems and accounting practices.
The budget and accounting frameworks under
which public institutions operate, which differ
between (and often within) countries, can lead

to economic inefficiencies in public expenditure
management. Commonly encountered obsta-
cles to more sustainable procurement decisions
include single-year budgeting as well as the
limited ability to carry over funds from one fiscal
year to the next and to retain efficiency savings.
The former exacerbates the focus on short-term
outcomes and leads to discriminating against
products with lower life-cycle costs but higher
upfront costs; the latter limits the incentive to
investigate trade-offs among resource inputs and
make investment decisions accordingly.

Political commitment. The experience in
several countries demonstrates that high level
political commitment is key to SPP implemen-
tation, which is a lengthy process. In Canada,
attempts to develop a government-wide approach
to green procurement began in 1992. However,
for a variety of reasons, by 2005 there was still
no government-wide green procurement policy
or strategy. In fact, according to a government-
wide survey on procurement including questions
such as “What should be the secondary objectives
of contracting?” and “What constitutes effective
procurement?”, only 12 of the 64 departments
and agencies who responded made any reference
to the environment, sustainable development, or
green procurement. In 2004, the federal govern-
ment finally committed to implementing a green
procurement policy by 2006. This was followed
by the Prime Minister giving the Minister of Public
Works and Government Services Canada (PWGSC)
the lead to make rapid progress in greening gov-
ernment operations, including greening procure-
ment. To help fulfil this mandate, in April 2005
PWGSC launched the Office of Greening Govern-
ment Operations. A Policy on Green Procurement
was finally issued in April 2006.

August 2008 Sustainable Development Innovation Briefs 7



It also appears fundamental that, from the very
beginning, those responsible for procurement
feel that there is a strong sustainability mandate.
In the United States, an Environmental Protection
Agency survey conducted at the end of the nine-
ties concluded that Executive Order provisions
(EO 13101 of 1998) on the ‘Greening of Govern-
ment’ were not perceived by federal employees
to be mandates, that few of them recognized the
term ‘environmentally preferable purchasing’
(EPP) — although some did consider the environ-
ment in purchase decisions — and that awareness
of EPA’s EPP tools and resources was low.

cies to develop their own Environmental Manage-
ment Systems (EMS) in accordance with ISO14001
or other internationally recognized standards,
only 45% of agencies surveyed in the audit had an
EMS of any sort in place in 2006, and only 7 were
certified to ISO14001.

Technical capacity. Even in OECD countries, lack
of training for public procurement officers has
been identified in a 2007 survey as the single most
important barrier to the implementation of green
purchasing policies. In relation to the technical
aspects of procurement, it is of paramount impor-

Box 4

Getting started on SPP:
The experience of Argentina

Argentina is in the process of starting to implement SPP at the cen-
tral government level. The agency in charge of sustainable develop-
ment affairs (Secretaria de Medio Ambiente y Desarrollo Sustentable)
started by organizing awareness-raising activities and stakeholder
consultations to develop a consensual approach and signed an Agree-
ment with the National Procurement Office to develop a sustainable
public procurement policy. Research was undertaken to assess pri-
orities from a sustainability point of view, to determine the largest
expenditure categories, and to identify gaps and challenges.

In November 2007, alarge group of public procurement officials partic-
ipated in a workshop on how to engage in sustainable public procure-
ment, held with technical and financial support from the Marrakech
Task Force on SPP. A pilot project in the Secretaria de Medio Ambi-
ente y Desarrollo Sustentable to switch from conventional to recycled
paper will start in 2008. Broader deployment of sustainability criteria
in public procurement will only happen in the medium-run, as supply
constraints are progressively dealt with (e.g. environmental upgrad-
ing of the pulp and paper industry with the support of the National
Cleaner Production Centres in the country) and domestic legislation
permitting the use of non price criteria is eventually enacted.

In Australia, the National Audit Office’s 2006
audit of Commonwealth green office procurement
established that government agencies lacked a
clear policy framework to drive better environ-
mental outcomes in their purchasing activities,
resulting in shortcomings in their green procure-
ment performance. While the Commonwealth
Greening of Government Policy encourages agen-
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tance that clear criteria of sustainability
are defined. Guidelines and training

on how to incorporate such criteria
throughout the procurement process,
from bidding documents to monitoring
and evaluation, must be provided to
procurement officials.

Supply constraints. For individual
countries, the supply side may be a
key barrier to implementation because
at least some domestic industries will
have to undergo significant upgrading
before an SPP policy can be put in place
(Box 5). For instance, in Mexico, the
government will require from March
2008 onwards that all paper purchased
by public agencies have at least 50%
recycled content, but there is currently
not enough local supply of such paper.

Policies that work: a brief overview

Best practices based on the experience
of successful countries have been doc-
umented by many of the organizations

that promote sustainable or green public procure-
ment. These practices relate to both management
and strategic design and implementation of SPP
or GPP policies.

Leadership and commitment from senior
managers and policy-makers. In the United
Kingdom, one of the countries where implemen-



tation is most advanced, the establishment of

a national multi-stakeholder task force on SPP
helped raise the profile of the issue and ensured
high level political engagement. The Sustainable
Procurement Action Plan issued in March 2007
seeks to demonstrate that the UK is amongst the
leaders in Europe, but also identifies officials
within government who will be held account-
able for implementation of sustainable procure-
ment. In general, impacts of SPP policies can be
enhanced by making SPP an element of a broader
sustainability policy.

Setting and agreeing on sustainability pri-
orities (e.g. reducing carbon emissions) and
priority expenditure sectors for action optimizes
the allocation of resources, and enables struc-
tured decision making.

Mandatory SPP requirements make it clear that
this is a priority for the government, and provide
clear directives and expectations to politicians
and procurement officials. Measurable targets,
indicators and public reporting make public insti-
tutions accountable and enable benchmarking.

Public expenditure management frameworks
may need to be adapted to be more supportive
of SPP (e.g. budget reforms that allow for longer
planning horizons).

Joint procurement by public administration
authorities can increase bargaining power and
help reduce prices associated with relatively
more expensive green technologies and prod-
ucts, as well as administrative costs per con-
tract. This is of practical importance as, in many
countries, sub-national governments procure
more than the central government. Moreover,
procurement by central government bodies and
agencies is increasingly decentralized, at least in
OECD countries.

SPP tools are needed to provide guidance
to decision-making. These might include clear
guidelines and procedures, life cycle assessments

August 2008

and evaluation of impacts (e.g. on small and
medium-sized enterprises), updated guidance on
sustainability appraisal, and examples of procure-
ment bidding documents that include sustainabil-
ity provisions.

Box S

Working with the supply chains:
Greening cleaning products in Mexico

In a recent pilot project, NAFTA's Commission for
Environmental Cooperation (CEC) has worked with
The Ashkin Group and Mexico’s Secretariat of Envi-
ronment and Natural Resources (SEMARNAT) to
include environmentally preferable cleaning tech-
niques and products in SEMARNAT’s janitorial con-
tracts. It is hoped this leadership will help Mexico
establish a market for green cleaning products and
services.

SEMARNAT engaged with the local industry to ensure
that the procurement policy would lead to the devel-
opment of a green cleaning product industry in Mex-
ico, as opposed to greater imports. Due to the lack
of a Mexican product certification procedure, details
from the Pennsylvania Green Building Operations
Manual were used to specify a limited number of
health and environmental attributes for 19 products
that cover the majority of janitorial requirements.
These criteria are intended to assist the service pro-
vider in choosing preferred products.

In preparing the contract specifications, the CEC
engaged the Mexican chapter of the International
Sanitary Supply Association to identify existing best
practices in product development and application
in Mexico. In a major step, the Mexican chapter of
the International Sanitary Supply Association (ISSA)
committed to promoting green cleaning among its
members. In the process, it was also noted that serv-
ice providers procure their cleaning supplies from
many small manufacturers who may not have the
capacity to reformulate their products to be envi-
ronmentally friendlier. The industry seems willing
to have a convening body help develop standards
and/or certification to differentiate environmentally
preferable products in Mexico. To overcome barriers
to implementing such standards, the CEC envisions
providing capacity building workshops for small
and medium sized manufacturers, and potentially
service providers, in a similar fashion to what is done
in its ongoing greening the supply chain projects.

Sustainable Development Innovation Briefs 9



Practical tools for procurement officers such
as template contracts, specifications for green
products, electronic product databases and
e-catalogues are key elements for developing
sustainable procurement.

Awareness raising activities (for staff and
suppliers) and training are needed to help
change procurement culture and behaviour, assist
procurement officials in making effective deci-
sions, and encourage end users to make

a sustainable use of products.

Pilot projects are important to demon-
strate benefits, stimulate creativity and
test implementation on a small scale and
hence with limited risk-taking.

Early engagement with the private
sector and other stakeholders helps
to identify the scope for innovation and
determine the extent to which local sup-
pliers can respond to stricter standards.
Targeted capacity building of suppliers,
especially towards small and medium
enterprises (SMEs), is often a necessary
step to ensure that local supply can be
brought up to new standards.

Incorporating sustainability considera-
tions in the procurement process

A number of instruments that can

facilitate the transition to GPP and

SPP practices in developing countries

have become available. In particular, toolkits
developed by organizations such as ICLEI, IGPN,
NAGPI, and the European Commission can pro-
vide practical guidance to countries interested
in implementing green procurement policies.
The Marrakech Task Force on SPP has developed
toolkits and training materials for SPP that follow
a step-by-step approach, also adopted by the UK.

The starting point should be to conduct an
assessment of the current state of affairs
— in terms of the existing legal framework, the

nature and magnitude of public expenditures
and their key sustainability impacts, and the
market availability of sustainable products and
services at competitive prices.

The assessment is then used to inform the iden-
tification of priority sectors (Box 6). Priori-
tization ensures that limited resources are not
wasted on expenditure sectors where, despite
high environmental or socio-economic risk,

Box 6

Defining priority sectors for SPP:
the risk assessment approach

The UK has followed a risk assessment approach in its priority
setting for SPP. The approach includes three dimensions:

« The environmental and socio-economic risk —
and perhaps a risk in terms of reputation (‘What
happens if the government does not change its
procurement policy in sector X'?),

« The scope to do more (e.g. are there many or
only a few suppliers?), and

»  The ability to influence the market (market share
being one enabling factor).

A scoring exercise is then conducted to combine the three
dimensions.

As aresult of this exercise, the following sectors were identified as
priority sectors: construction; health and social work (operating
costs); food; uniforms, clothing and other textiles; waste; pulp,
paper and printing; energy; office machinery and computers;
furniture; and transport (business travel and motor vehicles).

there is very little scope to influence the market
or where the government cannot expect to find
environmentally-friendly alternatives at a com-
petitive price.

The third step consists of a needs assessment.
Needs should be defined in a functional manner,
or as solutions to problems rather than con-
crete products or services, so as not to exclude
any potential options available on the market.
For instance, considering “need to disseminate
information to the public” rather than “purchase
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printed flyers, posters, and brochures” may
ultimately lead to more environmentally friendly
solutions being chosen, such as disseminating
information electronically.

The fourth and last step consists of the actual
incorporation of sustainability considera-
tions in the various stages of the procure-
ment process. Those in general include defin-
ing the subject matter of the contract; drawing
up the technical specifications for the product/
work/service; selecting candidates; awarding the
contract; managing the contract; and monitoring
and evaluation.

Sustainability and environmental criteria can be
present in procurement contracts at all stages of
the process. However, such criteria are easier to
introduce at the early stages, i.e. in the defini-
tion of the subject matter of the contract or in
technical specifications. Clearly stating environ-
mental and/or socio-economic requirements in
the subject matter of the contract helps to inform
potential bidders at the outset. For example, a
contract could be titled “Contract for the supply
of recycled paper for writing, printing and copy-
ing purposes”.

The technical specifications, which provide
measurable requirements against which tenders
can be evaluated, can also incorporate sustain-
ability criteria, provided they are formulated in a
way that does not lead to discriminating against
certain suppliers. For example, requiring a prod-
uct to have a given eco-label is discriminatory,
but stating that the product should comply with
the criteria underlying the eco-label (such as, “the
paper is produced without chlorine”) is accept-
able, as long as more than one supplier is able to
provide a product meeting the requirements.

At the selection stage, exclusion, technical
and financial capacity criteria can be specified
in tenders. Technical selection criteria should
focus on a company’s ability to perform the
contract for which it is tendering. Hence, envi-

ronmental selection criteria can only be used if
specific environmental experience is required to
fulfill the contract. General exclusion criteria are
typically defined in procurement laws and regu-
lations. Procurement directives in the EU allow
for a waste disposal company that has repeat-
edly breached environmental provisions under
administrative law, resulting in several adminis-
trative fines, to be excluded on grounds of grave
professional misconduct.

At the award stage, the quality of the offers
that complied with the technical specifications

is evaluated and the most appropriate one is
chosen. Contracts can be awarded on the basis of
lowest price or “most economically advantageous
offer”. If the tender states that the lowest price

is the award criterion, no other criteria may be
used at this stage. The use of the second option
allows for criteria other than price such as sus-
tainability criteria to play a role in the decision,
even at this late stage in the process. The criteria
should however be related to the subject matter,
quantifiable, weighted in relation to other award
criteria, clearly defined in the tender and compli-
ant with domestic law and international agree-
ments. Introducing sustainability criteria only at
this late stage of the procurement process might
make sense if there is uncertainty regarding the
availability or the cost of the more sustainable
option. It still expresses a preference for sustain-
ability but allows for more flexibility in rejecting
an option that is too pricey.

Except for very routine purchases, most con-
tracts must be managed to ensure that suppliers
keep the commitments they made in their bid,
including compliance with labour standards or
conditions specified in the contract. Effective
contract management ensures that all com-
mitments are met and that any problems are
managed and dealt with quickly. It can also help
suppliers to improve their performance in terms
of sustainability. For example, purchasing author-
ities may choose to add tougher targets for which
the supplier receives a bonus payment.

August 2008 Sustainable Development Innovation Briefs = 11



The importance of monitoring and evaluation
should be stressed. Closely linked to contract
management, monitoring allows overall perform-
ance against targets, such as “By 2010, ensure
that 20% of electricity comes from renewable
sources”, to be tracked over time and any nec-
essary corrective measures to be undertaken.
Reporting supports transparency both in relation
to suppliers and to taxpayers.

Conclusion: using SPP
to promote sustainable
consumption and production

Sustainable public procurement constitutes a sig-
nificant lever for governments to accelerate the
shift towards more sustainable consumption and
production patterns, and more generally to con-
tribute to the achievement of sustainable devel-
opment goals. A number of programmes and
initiatives all aiming to support the deployment
of SPP practices are currently ongoing, which
provides an opportunity for countries wanting

to engage in sustainable public procurement to
adopt successful practices while avoiding mis-
takes or delays in implementation that have been
observed in other countries.

SPP is however only one of many tools at the
disposal of governments and should ideally be
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part of a broader effort to induce consumers and
producers to adopt more sustainable behaviours.
Supporting increased social and environmental
responsibility in the private sector through regu-
lation, incentives and information, as well as
providing training and capacity building to small
and medium enterprises so that they can effec-
tively supply sustainable products, are critical to
the successful implementation of a sustainable
public procurement policy.
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