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Foreword

ISO (the International Organization for Standardization) is a worldwide federation of national standards
bodies (ISO member bodies). The work of preparing International Standards is normally carried out
through ISO technical committees. Each member body interested in a subject for which a technical
committee has been established has the right to be represented on that committee. International
organizations, governmental and non-governmental, in liaison with ISO, also take part in the work.
ISO collaborates closely with the International Electrotechnical Commission (IEC) on all matters of
electrotechnical standardization.

fenance are
bded for the
ce with the

editgrial rules of the ISO/IEC Directives, Part 2 (see www.iso.org/directives).

Atteption is drawn to the possibility that some of the elements of this document-may be the subject of
patept rights. ISO shall not be held responsible for identifying any or all such’patent rightk. Details of
any patent rights identified during the development of the document will'be in the Introdudtion and/or
on the ISO list of patent declarations received (see www.iso.org/patents);

Any|trade name used in this document is information given for thé_convenience of users ajnd does not
congtitute an endorsement.

For pn explanation on the voluntary nature of standards, the meaning of ISO specifiq terms and
expressions related to conformity assessment, as welléas information about 1SO’s adherfence to the
World Trade Organization (WTO) principles in the Techmical Barriers to Trade (TBT) see the following
URL}{ www.iso.org/iso/foreword.html.

This|document was prepared by Project Committee ISO/PC 277, Sustainable procurement.

In the development of this document, SO’ Guide 82 has been taken into account in|addressing
sustpinability issues.

© IS0 2017 - All rights reserved v
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Introduction

Every organization has environmental, social and economic impacts.

Procurement is a powerful instrument for organizations wishing to behave in a responsible way and
contribute to sustainable development and to the achievement of the United Nations Sustainable
Development Goals. By integrating sustainability in procurement policies and practices, including
supply chains, organizations can manage risks (including opportunities) for sustainable environmental,
social and economic development.

Sustainable 1 sents— ! o—pre s alu ganization
by improving productivity, assessing value and performance, enabling communication betyeen
purchasers)suppliers and all stakeholders, and by encouraging innovation.

This documlent assists organizations in meeting their sustainability responsibilities by providi
understandiing of:

g an

— what systainable procurement is;
— what the sustainability impacts and considerations are across the differentaspects of procurefment

activity:

— policy;

— strategy;

— organization;

— prdcess;
— how to jmplement sustainable procurement.
Figure 1 pr¢sents the structure of this document;
This docunjent is applicable to any organization, public or private, regardless of its size and locaftion.
It is intendqd to be understood by any stakeholder involved in, or impacted by, procurement decigions
and proces$es. The implementation ©f ‘this document takes into account the particular contextj and
characteristics of each organization; scaling the application of the concepts to suit the size of the
organizatiop. The adoption of thisydocument by large organizations promotes opportunities for §mall
and medium-sized organizatigns in their supply chains.
Clause 4 provides an overview of sustainable procurement. It describes the principles and core subjects
of sustainaple procurement and examines why organizations undertake sustainable procurerment.
Important fonsideration is given to managing risks (including opportunities), addressing adyerse
sustainability impaets through due diligence, setting priorities, exercising positive influence|and
avoiding complicity:.
Clause 5 provides guidance omhowsustaimabitity considerationrs areintegrated—at=astrategiclevel

within the procurement practices of an organization, to ensure that the intention, direction and key
sustainability priorities of the organization are achieved. It is intended to assist top management in
defining a sustainable procurement policy and strategy.

Clause 6 describes the organizational conditions and management techniques needed to successfully
implement and continually improve sustainable procurement. The organization ensures that
such conditions and practices are in place in order to assist individuals with responsibility for the
procurement of goods or services integrate sustainability considerations into the procurement process.

Clause 7 addresses the procurement process and is intended for individuals who are responsible for the
actual procurement within their organization. It is also of interest to those in associated functions, as it
describes how sustainability considerations are integrated into existing procurement processes.
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Sustainable procurement — Guidance

1 Scope

This document provides guidance to organizations, independent of their activity or size, on integrating
sustainability within procurement, as described in ISO 26000. It is intended for stakeholders involved

in, 0

r impacted by, procurement decisions and processes

2

They

3 [erms and definitions

For 1

INOF

3.1
circ
econ
and

biolg
[SOU

3.2
dece
worl

[sou

3.3
due
prod
for h
and

Normative references

e are no normative references in this document.

he purposes of this document, the following terms and definitions apply.
ind [EC maintain terminological databases for use in standatdization at the following a

SO Online browsing platform: available at http://wwwriso.org/obp

EC Electropedia: available at http://www.electropedia.org/

ilar economy

omy that is restorative and regenerative by design, and which aims to keep products,
materials at their highest utility and<yalue at all times, distinguishing between te
gical cycles

RCE: Adapted from Ellen MacArthur Foundation[24]]

nt work
k performed in conditions of freedom, equity, security and human dignity

RCE: Adapted from1SO 26000:2010, 6.4.1.1, Box 8]

diligence

ess through which organizations (3.16) proactively identify, assess, prevent, mitigate
ow,they address their actual and potential adverse impacts as an integral part of decis
risk,management (3.22)

ddresses:

fomponents
rhnical and

hind account
ion-making

3.4

environmental label
claim which indicates the environmental aspects of goods (3.7) or services (3.23)

Note 1 to entry: An environmental label or declaration may take the form of a statement, symbol or graphic on
a product or package label, in product literature, in technical bulletins, in advertising or in publicity, amongst
other things.

[SOURCE: ISO 14020:2000, 2.1, modified — The alternative term “environmental declaration” has been
deleted, and the words “product or service” have been replaced by “goods or services” in the definition]
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3.5

ethical behaviour
behaviour that is in accordance with accepted principles of right or good conduct in the context of a

particulars

ituation and is consistent with international norms of behaviour (3.9)

[SOURCE: ISO 26000:2010, 2.7]

3.6

fair operating practices
operating practices that concern ethical conduct in an organization (3.16) and with other organizations,
such as suppliers (3.30), with which it has relationships

Note 1 to en
include the 1
the supplier
communitiey
services (3.2]

[SOURCE: A

3.7
goods

items or mji
handled ort

[SOURCE: I§

3.8
indicator
measurablé

[SOURCE: I

Lry: In a sustainable procurement (3.38) context, fair operating practices can potentially exte
elationships between organizations, their suppliers and organizations and others that interact
. These include interactions with government agencies, partners, suppliers, sub-contractors
, with the aim of promoting a healthy relationship between the companies that buyrgdods (3.
) and those providing them.

dapted from ISO 26000:2010, 6.6]

iterials that, upon the placement of a purchase order, are being manufactured, proce
ransported within the supply chain (3.32) for usage or constimption by the organization (|

028001:2007, 3.11, modified — The word “purchaser”has been replaced by “organizat

representation of the condition or status of @perations, management, or conditions

0 14031:2013, 3.15]

39

expectatio
law, gener
universally

internatioiu

al norms of behaviour

s of socially responsible organjzational behaviour derived from customary internat
lly accepted principles ofdinternational law, or intergovernmental agreements that
or nearly universally reeognized

Note 1 to en

t['y: Intergovernmentallagreements include treaties and conventions.

Note 2 to enfry: Although customary international law, generally accepted principles of international law

intergovern
organization

nental agreements are directed primarily at states, they express goals and principles to whi
5 (3.16) canaspire.

Note 3 to enffry: International norms of behaviour evolve over time.

[SOURCE: I§

0-26000:2010, 2.11]

hd to
with

and
/) or

Esed,
B.16)

Onn]

onal
are

r and
h all

3.10

key performance indicator

KPI

indicator (3.8) of performance deemed by an organization (3.16) to be significant and giving prominence
and attention to certain aspects

[SOURCE: ISO 14031:2013, 3.17]

3.11

labour practices
practices relating to work performed within, by or on behalf of the organization (3.16), including
subcontracted work

[SOURCE: A

2

dapted from ISO 26000:2010, 6.4]
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3.12

life cycle

consecutive and interlinked stages of a goods (3.7) or services (3.23) system, from raw material
acquisition or generation from natural resources to final disposal

[SOURCE: ISO 14044:2006, 3.1, modified — The word “product” has been replaced by “goods or
services”]

3.13
life cycle approach
consideration of life cycle (3.12) in decision-making or development processes

3.1

life ¢ycle costing

LCC

metlhod for calculating the costs of goods (3.7) or services (3.23) throughout theijrlife cycle (

=)
—
N
—

3.1
objective
resullt to be achieved

[SOURCE: ISO 9000:2015, 3.7.1, modified — Notes to entry have beemdeleted]

3.16
orggnization
perspn or group of people that has its own functions with responsibilities, authorities and relationships
to adhieve its objectives (3.15)

Note|1 to entry: The concept of organization includes,but is not limited to, sole-trader, company,|corporation,
firm| enterprise, authority, partnership, associatioy, charity or institution, or part or combinaftion thereof,
whether incorporated or not, public or private.

[SOURCE: ISO 9000:2015, 3.2.1, modified\+= Note 2 to entry has been deleted]

3.17
policy
inteptions and direction of an erganization (3.16) as formally expressed by its top managenpent

[SOURCE: ISO 9000:2015,.3.5:8, modified — Note 1 to entry has been deleted]

3.18
pro¢urement
actiyity of acquiring’goods (3.7) or services (3.23) from suppliers (3.30)

Note|1 to entry: The procurement process considers the whole cycle from identification of needs tHrough to the
end ¢f a services contract or the end of the life of goods, including disposal.

Note| Z-tp entry: Sourcing is a part of the procurement process that includes planning, defining §pecifications
(3.26)and selecting suppliers.

3.19
requirement
provision that conveys criteria to be fulfilled by goods (3.7), processes or services (3.23)

[SOURCE: ISO/IEC Guide 2:2004, 7.5, modified — The words “goods, processes or services” have been
added at the end of the definition]

3.20
risk
effect of uncertainty on objectives (3.15)

Note 1 to entry: An effect is a deviation from the expected — positive and/or negative.

© IS0 2017 - All rights reserved 3
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Note 2 to entry: Objectives include maximizing the contribution to sustainable development (3.37).

Note 3 to entry: Risk is often characterized by reference to potential events and consequences, or a combination
of these.

Note 4 to entry: Risk is often expressed in terms of a combination of the consequences of an event (including
changes in circumstances) and the associated likelihood of occurrence.

Note 5 to entry: Uncertainty is the state, even partial, of deficiency of information related to, understanding or
knowledge of, an event, its consequence, or likelihood.

[SOURCE: ISO Guide 73:2009, 1.1, modified — Note 2 to entry has been changed]

3.21
risk assessment
overall progess of risk (3.20) identification, risk analysis and risk evaluation

[SOURCE: 130 Guide 73:2009, 3.4.1]

3.22
risk management
coordinated activities to direct and control an organization (3.16) with regard-to risk (3.20)

[SOURCE: I§0 Guide 73:2009, 2.1]

3.23

service
results gengrated by activities at the interface between a supplier'(3.30) and a customer and by supplier
internal actjivities to meet customer needs

[SOURCE: I§0 5127:2001, 5.5.01]

3.24
small and medium-sized organization
SMO
organizatiop (3.16) defined by a number, ofemployees or size of financial activities that fall upder
certain thrgsholds, which vary from country to country

3.25
social resppnsibility
responsibility of an organizatiény(3.16) for the impacts of its decisions and activities on society angl the
environmernt, through transparent and ethical behaviour (3.5) that

— contribjutes to sustaifiable development (3.37), including health and the welfare of society;

— takes ifto accoiiht the expectations of stakeholders (3.28);

— isin co1npliance with applicable law and consistent with international norms of behaviour (3.9)| and

— isintegrated throughout the organization and practised in its relationships

Note 1 to entry: Activities include goods (3.7), services (3.23) and processes.

Note 2 to entry: Relationships refer to an organization’s activities within its sphere of influence (3.27).

[SOURCE: ISO 26000:2010, 2.18, modified — The word “products” has been replaced by “goods” in
Note 1 to entry]

3.26
specification
document stating requirements (3.19)

[SOURCE: ISO 9000:2015, 3.8.7, modified — Example and Notes to entry have been deleted]

4 © IS0 2017 - All rights reserved
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3.27

sphere of influence

range/extent of political, contractual, economic or other relationships through which an organization
(3.16) has the ability to affect the decisions or activities of individuals or organizations

Note 1 to entry: The ability to influence does not, in itself, imply a responsibility to exercise influence.
Note 2 to entry: Leverage in the context of the UN Guiding Principles on Business and Human Rights is a specific

form of influence considered to exist where an organization can effect change in the wrongful practices of an
entity that causes harm.

staKeholder
indiyidual or group that has an interest in any decision or activity of an organizatien (3.16)

[SOURCE: ISO 26000:2010, 2.20]

3.29
subg¢ontractor
organization (3.16) or individual contracted by the supplier (3.30) to perform a specific part ¢f a contract

3.30
supplier
orgdnization (3.16) that provides goods (3.7) or services (3.23)

[SOURCE: ISO 9000:2015, 3.2.5, modified — The word§a product or a service” have been [replaced by
“goods or services”]

seq ence of activities or parties that provides goods (3.7) or services (3.23) to the organizatjon (3.16)

[SOURCE: ISO 2600052010, 2.22, modified — The word “products” has been replaced by “gopds”]

¢ of thezglobal system, including environmental, social and economic aspects, in which the needs
of thie present are met without compromising the ability of future generations to meet theirjown needs

and are often

referred to as the three dimensions o,f sustainability.
Note 2 to entry: Sustainability is the goal of sustainable development (3.37).
[SOURCE: ISO Guide 82:2014, 3.1]

3.34

sustainability aspect

aspect of an activity or goods (3.7) or services (3.23) that, during the life cycle (3.12) of the activity, or
goods or services, is related to sustainability (3.33), positively or negatively

© IS0 2017 - All rights reserved 5


https://standardsiso.com/api/?name=381be303cbfee841feb6bc1ed8c48f16

ISO 20400:2017(E)

3.35
sustainability claim
claim which indicates the sustainability aspects (3.34) of goods (3.7) or services (3.23)

Note 1 to entry: A claim can take the form of a label, declaration, statement, symbol or graphic on a product or
package label, in product literature, in technical bulletins, in advertising or in publicity, amongst other things.

3.36
sustainability issue
topic included in sustainability aspect (3.34)

3.37
sustainable development
developmerjt that meets the needs of the present without compromising the ability of future generations
to meet the]r own needs

Note 1 to entry: Sustainable development is about integrating the goals of a high qualityof life, healtl and
prosperity with social justice and maintaining the earth’s capacity to support life in all its diversity. These spcial,
economic and environmental goals are interdependent and mutually reinforcing. Sustainable developmenft can
be treated aq a way of expressing the broader expectations of society as a whole.

[SOURCE: I§0 26000:2010, 2.23]

3.38
sustainable procurement
procuremenft (3.18) that has the most positive environmental, so¢ial and economic impacts pospible
over the enffire life cycle (3.12)

Note 1 to enfry: Sustainable procurement involves the sustainability aspects (3.34) related to the goods (3J7) or
services (3.23) and to the suppliers (3.30) along the supply chqins(3.32).

Note 2 to eptry: Sustainable procurement contributes, to the achievement of organizational sustainapility
objectives (3]15) and goals and to sustainable development (3.37) in general.

3.39
tier 1 supplier
supplier (3.30) providing goods (3.7) orservices (3.23) directly to the procuring entity

3.40
transparency
openness apout decisions andZactivities that affect society, the economy and the environment, and
willingness|to communicatethese in a clear, accurate, timely, honest and complete manner

[SOURCE: 10 26000:20.10, 2.24]

3.41
universal design

design of g¢dds (3.7), environments, programmes and services (3.23) to be usable by all people, t]) the
greatest extent possible, without the need f0r adaptation or specialized design

Note 1 to entry: Universal design shall not exclude assistive devices for particular groups or persons with
disabilities where this is needed.

Note 2 to entry: Terms such as universal design, accessible design, design for all, barrier-free design, inclusive
design and transgenerational design are often used interchangeably with the same meaning.

[SOURCE: ISO/IEC Guide 71:2014, 2.18, modified — The word “products” has been replaced by “goods”]

6 © IS0 2017 - All rights reserved
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ISO 2040

Understanding the fundamentals

Concept of sustainable procurement

0:2017(E)

Sustainable procurement is procurement that has the most positive environmental, social and economic
impacts possible across the entire life cycle and that strives to minimize adverse impacts.

Sustainable procurement is a powerful instrument when an organization considers sustainability
requirements and its own contribution to sustainable development.

4.2
The

aiaainloc £ ok L1 I Yy
) U llll—lplco Ul ouosldIiiidyuic Pl ULUI CIIITIIc

main principles for sustainable procurement are the following.

Accountability: An organization should be accountable for its own impacts onsociety, t
hnd the environment. In the context of procurement, this specifically includes accou
mpacts and for those on the organization’s supply chains, with a life cycle)perspective
services.

[ransparency: An organization should be transparent in those decisions and activities
'he environment, society and the economy. In the context of pracurement, this specifica
being transparent in its procurement decisions and activities and encouraging its sug
fransparent. Transparency is the basis for stakeholder dialegue and collaboration.

Fthical behaviour: An organization should behave‘ethically and promote ethica
hroughout its supply chains.

Hecision-making. All suppliers, including local suppliers and small and medium-sized of
[SMOs) should have a full and fair opportunity to compete.

Respect for stakeholder interests: Ah-organization should respect, consider and res
nterests of stakeholders impacted:by its procurement activities.

be aware of any violationsthioughout its supply chains. It should actively encourage its
hbide by these rules andassess and address compliance as situations require.

Respect for humaneights: An organization should respect internationally recognized hy

nnovative solutions: An organization should seek solutions to address its sustainabilit
hnd encourageinnovative procurement practices to promote more sustainable outcomes
entire supply chain.

Focuson needs: An organization should review demand, buy only what is needed and
bustainable alternatives.

he economy
htability for
on goods or

that impact
lly includes
pliers to be

behaviour

Full and fair opportunity: An organization should avoid bias and prejudice in all procurement

ganizations

bond to the

Respect for the rule of law and international norms of behaviour: An organization shoyild strive to

suppliers to
man rights.
ly objectives

throughout

| seek more

Integration: An organization should ensure that sustainability is integrated into
procurement practices to maximize sustainable outcomes.

all existing

Analysis of all costs: An organization should consider the cost incurred over the life cycle, value for
money achieved, and the costs and benefits for society, the environment and the economy resulting

from its procurement activities.

Continualimprovement: An organization should worktowards continually improvingits sustainability
practices and outcomes, and encouraging organizations in its supply chains to do the same.
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4.3 Core subjects of sustainable procurement
The seven core subjects of sustainable procurement are the following:

organizational governance: decision-making processes and structures;

grievances, discrimination and vulnerable groups, civil and political rights, economic, social
cultural rights, fundamental principles and rights at work;

labour practlces employment and employment relatlonshlps conditions of work and soc1al

human rights: due diligence, human rights risk situations, avoidance of complicity, resolving

and

| the

and

ices,
bort,

and commplaint and dispute resolution, consumer data protection anhd privacy, access to essepntial
servicep, education and awareness;

— commujnity involvement and development: community  invelvement, education and culfure,
employjment creation and skills development, technology ‘development and access, wealth|and
income|creation, health, social investment.

NOTE Apnexes A and B provide further information.

4.4 Drivers for sustainable procurement

The motivgtions of organizations for practising sustainable procurement differ depending on the

type of organization and the context in. which they operate. Drivers for sustainability should be

analysed to| help define the sustainability. objectives and goals for the supply chain and to aid intgrnal
communicagion.

EXAMPLE If an organization ig7driven by competitive advantage, public policies, environmental proteftion

or human rights, then the sustainability objectives and goals need to be aligned with these elements.

When top management has-éstablished the extent to which the organization is motivated towjards

sustainable| procurement by specific drivers, it is possible to link them to the core subjects (see [4.3),

issues and gspects and'then to develop objectives and goals.

Examples of sustainable procurement drivers are:

— customirr ndin mer an nsumer inabili X ion h fety,

environmental benefits and universal design throughout the supply chains;

sustainable value proposition supported by the supply chains can be a differentiator;

NOTE 1

This can also be an advantage to the supplier as well as the purchasing organization.

competitive advantage: in competitive markets the ability to offer goods or services considering a

innovation: using sustainable procurement to stimulate innovation from the supply chains in order
to gain greater shared value and to generate new markets;

stakeholder expectations: responding to increasing stakeholder expectations to take account of
environmental and social factors, e.g. in order to maintain a societal license to operate;

legislation and regulation: compliance with legislation throughout entire supply chains;
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NOTE 2  Organizations are increasingly required by governments to operate more sustainably, e.g.
through restrictions on waste to landfill, improving supplier diversity, carbon disclosure, anti-trafficking,

anti-slavery.

public policies: achievement of desired objectives such as promoting competitivene

ss, creating

opportunities for SMOs, efficient management of public resources, good governance or social

inclusion;

risk management: sustainability issues can influence brand value and reputation, market share,
market capitalization, legal exposures, price volatility and access to supply, financial liabilities,

moral/ethical exposures and the risks associated with operating licences;

security of supply chains: avoiding disruptions due to product recall, financial penalties
failure, implementing continual improvement processes, avoiding depletion of reseurcs

nvestor confidence: sustainable procurement might improve scores from~rating a
httract investment;

iworkers: paying attention to sustainability issues, including promotion of decent work
breater productivity and attract, motivate and retain talent;

cost optimization: optimizing use of resources can lead/to cost savings, reduced eny
mpacts, economies of scales and improved return on investment;

conomic value creation: assessing more comprehénsive life cycle cost and benefit info
help the organization to be more effective;

personal leadership: committed leadership“from key people in the organization c
sustainable practices including sustainable procurement;

brganizational ethics: paying attentionto sustainability issues can enhance the ethical K
Fhe organization and increase alighiment with the organization’s culture and values.

Key considerations forsustainable procurement

management is‘dynamic, iterative and responsive to change. Organizations should m
hinability risks\(including opportunities) related to procurement activities.

bbjective of risk management in the context of sustainable procurement is to identify, pi
hge thesdinternal and external risks (including opportunities) related to procurement act
des.considering how suppliers throughout the supply chains are capable of meeting su

requ

or supplier
S;

rencies and

can lead to

supplier commitment: paying attention to sustainability issués can lead to improving supplier
Felationships, leading to an improved supplier contribution to organizational objectives;

)

rironmental

'mation can

hn promote

ehaviour of

anage their

ioritize and
ivities. This
stainability

ifements such as those associated with monitoring and auditing.

When it is done correctly, risk management should ensure that the significant sustainability impacts
are managed appropriately, resources are applied efficiently, and that decisions taken can be justified.

Risk management includes risk assessment (identification, analysis, evaluation) and risk treatment. It
should be integrated into the organization’s governance, including procurement procedures.

Due

diligence is a way to apply risk management to adverse sustainability impacts.

© IS0 2017 - All rights reserved


https://standardsiso.com/api/?name=381be303cbfee841feb6bc1ed8c48f16

ISO 20400:2017(E)

4.5.2 Addressing adverse sustainability impacts through due diligence

Organizations can cause or contribute to adverse sustainability impacts through:

— their procurement practices or the activities of their suppliers, contractors, business partners,
investment companies or intermediaries throughout entire supply chains;

— thedesign, procurement, use or disposal of goods or services by the organization and its supply chains.

Due diligence is a way to address adverse impacts:

— when organizations identify potential adverse sustainability impacts in their supply chains, they

should

when ¢
should

The organi
accountablg

4.5.3 Set

Setting pri

opportunities) and to deliver the maximum contribution to sustainabje development.

seek to prevent or control them;

rganizations identify actual adverse sustainability impacts in their supply chains,
ceek to treat, remediate or control them.

zation should implement a due diligence process to address adverse itmpacts an
for it.

ling priorities for sustainability issues

they

H be

orities enables the organization to focus its efforts efi managing risks (including

ders

d by

and

ence,

)

ding

Organizatidns should prioritize issues (e.g. those listed in Annex.A) in consultation with stakeho
using the fo'rlowing iterative process.
a) Relevance: Analyse whether the sustainability issue,applies to the organization, determine
factors|such as:
1) cornection with core activities (processes,goods or services) of the organization;
2) linkage to legislation, regulations and international norms of behaviour;
3) actjvities in the supply chains or within the organization’s sphere of influence;
4) sedtor-based initiatives including codes of conduct.
b) Signifigance: Analyse which/relevant sustainability issues are most impacted by the activitieq
decisiofs of the organizatien, determined by factors such as:
1) sevlerity of adverse)Sustainability impacts linked to their intensity, frequency of occurr
and distributioncthrough the supply chains;
2) potlential effect of taking action or failing to take action on sustainability and stakeholderg;
3) sodietahexpectations of responsible behaviour and level of concern of stakeholders regar
thelimpacts
c) Other considerations that can help the organization to prioritize relevant and significant
sustainability issues, including:
1) the effort needed to achieve the required result;
2) performance with regard to legal compliance, international standards, international norms of
behaviour, best practices;
3) contribution to organizational objectives;
4) capacity to influence;
5) extent of the impact of other organizations or persons on the organization itself.
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An organization should look at the sustainability issues in an integrated way and be prepared to manage
situations where addressing one issue might involve a trade-off with another issue.

4.5.4 Exercising influence

An organization should, to the fullest extent possible, exercise its capacity to influence the behaviour of
suppliers and others stakeholders towards sustainability.

Influence can derive from factors such as:

a) the degree of direct control between the organization and the supplier;

b) the terms of the contract between the organization and the supplier;
c) the proportion of sales the organization represents for the supplier;

d) the ability of the organization to incentivize the supplier to improve performance in terfns of future
sales, reputational advantage, capacity-building assistance, etc.;

e) fhe reputational benefits for the supplier of working with the organization, and the feputational
harm of that relationship being withdrawn;

f) the ability of the organization to collaborate with other¢buyers, including industiy peers, to
ncentivize improved performance;

g) the ability of the organization to engage governmentin requiring improved performpnce by the
cupplier through implementation of public policies, monitoring, sanctions, etc.

Such factors are considered to fall within an organization’s sphere of influence.

4.5.% Avoiding complicity

Thrqugh its procurement activity, an orgdnization should avoid being complicit in the wrongful acts of
othefr organizations that cause adverse:sustainability impacts.

While their boundaries are imprecise and evolving, three forms of complicity can be described:

— firect complicity: this eecurs when an organization knowingly assists in the commission of
ivrongful acts;

— peneficial compljcity: this occurs when an organization benefits directly from wrongfull acts;
— pilent complicity: this occurs when an organization fails to raise the issue of wrongful {cts.

NOTE Anfiex'A provides further information.

5 [mtegrating sustainability into the organization’s procurement policy and
strategy

5.1 Committing to sustainable procurement

The commitment of the top management of the organization is critical to successful sustainable
procurement, and it is important that top management understands how procurement can support the
organizational goals and improve performance.

Without this formal commitment, individuals involved in procurement have no official mandate to
integrate sustainability into their procurement strategies or processes. Sustainable procurement
therefore remains an ad hoc activity without resources and recognition at an organizational level.
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Sustainability considerations should be integrated at the highest and most strategic level of the
procurement function in order to clearly set intentions, directions and priorities for the whole

organization in terms of sustainable procurement.

When they exist, two key procurement documents are typically impacted and should be linked with the

overall organizational policies and strategies, including those covering sustainability:

— a document, often called a “policy”, which expresses the procurement intentions, objectives

and

values of the organization, as formally expressed by its top management: such a document usually

describes elements such as the organization’s vision, values, commitments and rules;

— a writter—plan—eften—called—s ate gy ——whicn—outHhes—ow—anR—eorgaiizations—precurement
intentions and directions will be delivered: this should outline the key objectives and targetq and
include|a basic work plan.

Some orgaiizations might not create separate documents. The ultimate goal should be to embed

sustainability into existing procurement documents.

5.2 Clarifying accountability

Clear accoujntabilities for sustainable procurement should be established. ‘At example can be se¢n in

Figure 2. THe accountability at the top management level usually resideswith the head of procurement.

This arranatement plus integrating sustainability into the teams’ objectives and job descriptions mpight

be sufficieng.

In an SMO, the owner or manager plays a more important role, particularly in the absence of a disfinct

procurement department and/or manager.

Top management
Accountable
Developing the _J
sustdinable procurement
strrgy in line with the
orgapization’s strategies,
ipcluding that for ) *
sustainability Procurement Supportive
management Sustainable procurementlead
=> Driving the programme
Staff
Responsible Individuals who are
Executing the sustainable responsible for the
B ey actual procurement
through sourcing
strategies

Figure 2 — Example of roles and levels of accountability for sustainable procurement
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When setting sustainable procurement priorities management should adapt the organizational goals
and values into clear sustainability objectives for the procurement policy and strategy. This should
take into account the organization’s strategic choices such as externalization, increased subcontracting
abroad, and increased partnerships, mergers and acquisitions, which might have a significant impact on
the way the organization could operate in the future. This exercise should result in the establishment
of specific, measurable, achievable, realistic and timely objectives for the key issues identified
for sustainable procurement that are fully supportive of and aligned with organizational goals.
Procurement should set clear targets and measure performance against high-level sustainability goals.

A su

If an} organizational policy or strategy does not exist, thefi'top management should be
undé¢rstand the need to embrace sustainability, to formally determine the strategic int

obje

5.4

The
and

In ofjder to set priorities for sustainableé\procurement an organization should have an overy

It is

EXAMPLE Latelpdyment, unrealistic delivery requirements, overly aggressive price negotiati
or alusive litigation of third parties’ intellectual property, unfair competitive practices, penalties, ¢

resp

This

confljdence, investor confidence, employee satisfaction and retention, customer satis

cont

Ftainable procurement policy should:
Feflect the organization’s values, principles, objectives and goals;
Feflect the organization’s commitment to sustainability;

hlign clearly and precisely with the organization’s policies;

ronsiderations;

hddress the principles of sustainable procurement.

Ctives, and to clarify how these align with the organization’s priorities.

Understanding procurement practices:and supply chains

procurement function should interpret the‘organizational sustainability policy and str
hlign the objectives with the procurement goals, applying risk management.

ts procurement practices;

ts supply chains.

bct international norms of behaviour.

indturn, can damage the reputation of the organization with potential impacts on

fake into account the three pillars of sustainability: environmental, social angl economic

engaged to
bntions and

ptegic goals

iew of:

important to recoghize that the organization’s practices which influence procurenpent can, in
thempselves, give riseto.suistainability adverse impacts.

n, disregard
nd failure to

stakeholder

faction and

inuity of supply. Effective management of these issues can give rise to improved supplier
performance and stakeholder satisfaction.

An overview of the supply chain could be achieved by considering the following:

Ccore processes;

complexity and number of tiers;

— transparency within the supply chains;

— important actors and partners;

— external influences;
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— sustainability impacts.

5.5 Managing implementation

When implementing the sustainability objectives of the procurement policy the organization should:

validate strategic objectives through appropriate decision-making;

get endorsement and sponsorship from top management;

establish Specific, Measurable, Achievable, Realistic, Time-bound (SMART) goals for each objective;

effectivy
(see Tal

deploy
(see Cl
needed

dASSESS 4

share cg
sustain

review

Top manag
challenge a
and sustain|
advice. Notg

6 Organ
6.1 Gove

6.1.1 Goy

The procur
sustainable
is represent

[t is import
new govern
issues such
and other fi

ely communicate to all relevant stakeholders, both internal and external to the organiz4
ple 1);

the policy and strategy throughout the organization (see Clause 6) and procurement prd
luse 7), ensuring that clear roles and responsibilities are established andothe resoy
to achieve the objectives are available;

ind monitor implementation;

mmitments, progress and results with all relevant stakeholdersandlearn from stakehol
ability expertise and experience;

the implementation and strive for continual improvemeft.

ement should articulate their vision of long-terni. sustainability outcomes and sh
nd empower individuals who are responsible for. the actual procurement to seek innov
able solutions. Leaders should be capable of and willing to provide guidance, mentoring
 that leadership can exist at all levels of organization.

izing the procurement functiontowards sustainability
rning procurement

ernance

ement function should be thoroughly analysed before focusing on the implementati
procurement. This includes assessing the maturity of the procurement function and h
ed within the organization.

hnt to integrate sustainability into existing governance arrangements and not to deve
ance programme. Organizations often have a group of people to provide governance
as approving procurement strategies, gateways and commitments, monitoring say
inctional key performance indicators (KPIs). There should be a clear connection bety

ition

cess
rces

Hers’

ould
htive
and

n of
DW it

opa
over
ings
veen

how procur

ement is governed and the sustainability issues and impacts described in this docu

hent.

Procurement people should also be included within an existing sustainability group or internal

committee.

6.1.2 Procedures and systems

Governance requires a set of rules that people need to follow. For most organizations, this is supported
by a set of procedures and tools, i.e. policies, charters, systems, standards and templates, etc. that
are aligned with the organization’s sustainability and procurement objectives. In addition, some
organizations use systems (e.g. e-tendering, contract management systems, organization resource

planning sy

14

stems) to support their workflow and procedures.
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Effective delivery of the sustainable procurement policy and strategy requires that individuals
involved in procurement, including internal stakeholders (e.g. production workers, budget holders or
others engaged with suppliers in any capacity), understand the reasons for implementing sustainable
procurement. It is also important that all internal stakeholders understand how to play their partin such
implementation, and are given the means to do so. This can involve advising top management, to enable
them to better understand and support sustainability. Individual behaviour is also of fundamental

The

prod
expe

6.2.2

Ensy

achi

nizational culture. The organization should develop a culture that embpaces cha

ironment where collaboration, innovation, effective communication and appropriat]
$ (including opportunities) is encouraged. Key stakeholders should be encouraged to n
ge in internal and external groups. This can provide both learning;-benchmarking op
capture mutual benefits.

organization should identify the learning and development needs of those invo
urement process. However, people involved in procurement are not expected to be sy
rts; and professional sustainability advice and supportshould be made available to the

. Performance management

ring that sustainable procurement is incofiporated into performance managemer

in the following:

6.2.]

Itis

whig
supy]

can

or sj

6.2.

Collective and/or individual performiance agreements and objectives;
staff development reviews and-evaluations;

ncentive plans or other réward and recognition arrangements.

8 Learning through.collaboration

mportant thatthie/organization maintains an awareness of sustainability issues and god
h can change rapidly. Organizations might work collaboratively with their industry
ly chains to~share knowledge and develop better practice. Bad examples or worst ca
hlso be useful to learn from. Reports from non-governmental organizations, financial
ecialized media sources might also be beneficial.

asked with
ranizational

n into the
hge and an
e taking of
etwork and
portunities

ved in the
stainability
m.

t will help

eve cultural change. Sustainable procurement objectives and goals should be included, for example,

d practices,
 peers and
e scenarios
institutions

idana
UIUAdIICT

Appropriate tools and guidelines can assist procurement professionals to achieve sustainability

obje

ctives, e.g.

sustainability guides per category or sector;

guides on social and environmental certifications;

management system standards, analytical tools and performance reporting;
evaluation tools, such as life cycle costing (LCC);

case studies;
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— life cycle assessment of environmental and social impacts.

6.3

6.3.1

Identifying and engaging stakeholders

Identifying key stakeholders

The organization should consider mapping its stakeholders in relation to sustainable procurement.

Table 1 identifies a typical range of stakeholders from a procurement perspective and why they should

be engaged.

Table 1 —

Different types of stakeholder with examples of their interests in and impacts onl

organization

the

Type of stakeholder

Examples of stakeholder

Examples of stakeholdéerjinterests

Internal funfctions

Top management/entrepreneurs

Protect image

Improve brand reputation
Gain competitivéadvantage
Support innovation

Increase-inyestor confidence

Procurement employees

Manage procurements risk (including
portinities)

op-

Reduce costs
Sustain innovation

Motivate buyers

Specifiers

Buy or use goods or services that are rhore
sustainable

Ensure goods and services are fit for purpose

Ensure goods are authentic

Production employees

Comply with production schedules
Improve efficiency

Check product quality

Soeial responsibility/sustainability people

Improve sustainability performance
Support innovation

Create value through social responsibility

Other internal people (finance, health and
safety, human resources, operational man-
agers, etc.)

Improve health and safety

Monitor payment terms

Return on invactmeont

16
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Table 1 (continued)

Type of stakeholder Examples of stakeholder Examples of stakeholder interests

Receive prompt payment
Receive a fair price

Suppliers (tier 1, 2 and beyond) Gain customer insights
Obtain fair contracting conditions

Create demand for goods or services thatare
Supply chains more sustainable

Recelve fair contracting conditjons
Subcontractors/workers _ N
Be provided healthy and safeworking conditions

Improve collaboration
Business partners, consultants Innovate

Create mutual-benefits

Customers, clients and users Buy or use niore sustainable goods or services

Supportlocal employment
Local community Promote wealth and income cr¢ation

Enjoy healthy environment

Protect human rights

Governments, public sector, academic, Inter-| Promote access to essential serpices
national agencies Protect the environment

Othgér stakeholders Foster collaborative research

Non-governmental organizations (NGO) Create awareness for amore sustajnable society

Trade unions/workers Achieve better working conditipns

Mitigate negative financial imppcts
Investors, finaneial sector, rating agencies |Reduce uncertainty

Support responsible return on jnvestment

o Motivate industry actors
Sector'association peers

Promote good sustainability practices

6.3.2 Engaging the’supply chains

In order to fullysmanage sustainability risks (including opportunities) throughout its supplly chains, an
organization‘might need to engage one or a group of suppliers, partners or subcontractors ip initiatives
thatjgo beyond contractual requirements (see Clause 7). This could include:

— plonger-term initiatives that go beyond the duration of the contract or engagement; anfl/or

— abroader scope of activity, i.e. across various contracts and engagement, if necessary, beyond tier 1
suppliers.

These business-to-business initiatives are based on good faith and go beyond public relations. They are
more likely to be successful if:

— the interests, needs and capacities of suppliers (beyond tier 1), subcontractors, partners and the
organization have been identified;

— therelationship that these interests establish between the organization and the supplier is direct or
important;

— aclear purpose and expectations for the engagement are understood;
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— the organization and its suppliers have the necessary information and understanding to make

decision

s; and

— afair and inclusive process and a balanced two-way communication are established.

Various engagement techniques can be used by an organization in developing, integrating and managing
sustainability objectives in its supply chains. Examples include:

capabil

supplie
critical

industry or commodity based sustainability initiatives;

ties over time, including sustainability;

supplier development plans, when the organization supports suppliers individually to develop their

I relationship management initiatives, which aim to develop structured relationships

and innovation, including sustainability;

capacit

organiz

supplie
groups

6.3.3 Eng

External en

y building programmes, which might be required to improve alignment between
ation and suppliers, with a specific consideration to SMOs;

' diversity initiatives, which aim to increase business opportunities for under-uti
of suppliers by including them in procurement decisions.

raging other stakeholders

gagement should be aligned with the organizations approach and should be coordin

with externpally facing functions such as customer and investor relations, public affairs and s

responsibil

Governmen|
offer incent
are insuffic

the governy
important 1

ty.

k can be an important stakeholder to assistand'support a level playing field as regulator
ives to improve sustainability practices, especially in cases where sustainability initia
ently competitive. In these cases, an organization could exercise influence by working
hent to set policy and standards. Mgreover, as a public buyer, government can also hay
ole to play in driving external stakeholder behaviour towards sustainability.

Non-governmental organizations, trade_unions and workers’ representatives can be impot

stakeholder
stakeholder

community;

External ej

partnering
governmen

When enga
ethical and
confidentia
(see 4.5.5).

s in assisting an organization to raise awareness of sustainable practices. Engaging
s might create conditiofis)for a positive dialogue with other stakeholders including the

jgagement can_be*on a one-to-one basis or can potentially be more effective thr
with groups,.such as trade/sector organizations, government supported groups and
al organizations including those focused on improving sustainability performance.

bing insdirect peer-to-peer dialogue, care should be taken to ensure that any engagemse
cannot-be deemed anti-competitive. Due consideration should also be given to prote
information or intellectual property, protection against bribery or fraud to avoid compl

with

strategic suppliers, subcontractors or partners in order to achieve greater levels ofbenefits

the

ized

ated
bcial

b can
[ives
with
e an

tant
hese
ocal

bugh
non-

ntis
'ting
icity

6.4 Setting sustainable procurement priorities

6.4.1 Applying risk management

Managing sustainability risks (including opportunities) can encompass three complementary activities:

— identifying short-, medium- and long-term risks (including opportunities) and assessing their
criticality for the organization, including those originated by organizational practices influencing
procurement;

— integrating appropriate activities to treat these sustainability risks (including opportunities) within
the risk management process;

18
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— implementing and managing risk treatment activities.

Due diligence aligns well with the structure of generic risk management frameworks. This alignment
allows for direct integration of due diligence into existing risk management practices alongside other
risk domains that an organization decides to address.

6.4.2 Using different approaches to set priorities

6.4.2.1 Considering different approaches

The sustainahility objectives of the procurement policy and strategy should he transformed into
operfational priorities for the procurement function through risk management. This can be done using a
variety of approaches, e.g.

— rategories, i.e. similar groups of goods or services;
— puppliers, i.e. across multiple contracts, and geographical locations;
— pustainability issues across categories, suppliers and contracts;

— prganizational practices influencing procurement, including cortracts, context analysi§, etc.

6.4.2.2 Using a category approach

The putcome of this work should be embedded into the keyudocuments of the organization|such as the
sustpinability strategy, procurement strategy, risk register'and category plans.

Manly procurement functions implement a category management approach. It usually fesults in a
category plan, which should include sustainability~considerations.

The [category plan should be a collective exercise between relevant individuals in the organization.
This| could include technical individuals.who are responsible for the actual procurement with a deep
undg¢rstanding of the category of supply, sustainability specialists, or customer facing people who
undg¢rstand customers’ needs and exXpectations. The organization should consider:

— the purchase volume and/ofexpenditure of the category, across the short, medium and{long terms;

— the risks (including oppertunities) related to goods or services, the supplier practi¢es and key
sustainability issues;

— [riticality to the.gperations;
— the country-context;
— hpplicatien of public policies relating to sustainability, including expected changes;

— future operational requirements.

6.4.2.3 Using a supplier approach

Mapping the sustainability issues to suppliers enables organizations to determine which suppliers (and
their supply chains) significantly contribute to each issue and should thus be given careful consideration
when implementing the policy and strategy.

This analysis can be considered in a number of ways depending on the current governance system and
the availability of organizational resources.

a) Understand the supply chain. When doing so, it can be helpful to:
1) understand where the most significant raw materials, goods or services come from;

2) understand where the labour is sourced from;
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3) ver

4) rev

ify how, and by whom, the goods are transported;

iew the suppliers’ historical performance.

Understanding supply chains below tier 1 can be facilitated by considering the following:

— understanding which suppliers below tier 1 have a high-level of sustainability maturity and can
positively contribute or which suppliers below tier 1 have a low-level of sustainability maturity
and can be an obstacle;

— evaluating and working with suppliers below tier 1 transparently to identify key risks (including

Y

ortunities) further down the supply chain improving supplier capacity (see 6.3.2):

— wo
suf]

— ang
ma

—  exd
inc

b) Considg
change

c) Focus dn risks (including opportunities).

d) Mapall
e) Iftheo
map th

6424 U

Identifying

procurement per sustainability issue can support consultation with key stakeholders such as t

involved inl
diversity ar

Figure 3 is ¢

Fking with organizations with a significant influence in operational relationships,.€:g.'t
pliers, traders, dealers, merchants, intermediaries, distributors;

lysing how organizations’ prices and commercial conditions make it easierfor supplie
hage their supply chains;

mining which suppliers the organization has developed a stratégic relationship \
uding the quality and depth of it.

r the capacity to influence which might exist where the organization has the ability to €
in the practices of the supply chain.

suppliers in high priority categories.

‘ganization has a strategy to select critical suppliers for supplier relationship managen
pse suppliers and address prioritized sustaifability issues.

5ing a sustainability issue approach

top-priority categories, suppliérs, contracts and organizational practices influer

risk management, socialsresponsibility, occupational health and safety, environn
d intellectual property.

in example of mapping)categories to sustainability issues.

ier 1
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ffect
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category

™ Sustainability

~
.
Purchase

issues: Issuel (e.g.
_ climate
N change)

.

Issue 2 (e.g.

health and
safety)

Issue 3 (e.g.
local
employment)

Category 1 (e.g.
cleaning services)

Category 2 (e.g.
building
construction)

//////,

g //// B z; ///// |

High impact

Medium impact

Low impact

Lrces available.

sustainability issue should be:

. Annpex(C provides more detailed examples.

Measuring and improving performance

hligned with the core subjects of sustainable procurement (see 4.3); and/or
hligned with the key issues as defined by the sustainability policy of the organization.

this mapping is done, it canrbe consolidated by a life cycle assessment if appropriate. T|
ife cycle assessment shatild’be decided by the organization taking into account the purp

It rzlinght also be useful to undertake the same type of analysis to include suppliers, ¢
organi

izational practices influencing procurement.

Figure 3 — Example of sustainability issues per category and their level of impact

he extent of
ose and the

ontracts or

6.5.1 Defining metrics and indicators

To ensure that the organization is meeting its sustainable procurement priorities, it should implement a
performance measuring system that:

© IS0 2017 - All rights reserved

establishes a baseline measurement, associated sustainability goals and KPlIs;

monitors, assesses and continuously improves performance, taking corrective actions if necessary;

assists in the selection of suitable suppliers;

communicates results and engages with decision makers and internal stakeholders;

benchmarks the organization against competitors and sustainability leaders;
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communicates to external stakeholders.

Metrics are the raw data that are collected to understand performance. Indicators are the information
used to assist in decision-making, e.g. metrics related to sources and use of energy can be converted to

an indicator related to carbon emissions.

There are different types of indicator that can be considered. These include:

of organizational policy, objectives and goals, etc.;

processindicators: related to the measurement and monitoring of progress towards the achievement

imple

outco
that ar
organiz
its sust

impact
positive

Measureme
outcomes.
responsible

Timeis nee
indicators t
and the bro

6.5.2 Rey

Reporting d
including sy
The organiz
informg

— therep

outputj

olicy

) cimento 1€ O D 0 1€
f the su

ndi 1tpu
rocurement process itself;

entation and o

stainab

lep
e indicators: related to the performance of the organization, especially those’aspects
e affected by the sustainable procurement process: these indicators can becaligned t¢ the

t
ation-wide sustainability issues to enable the organization to better monitor the imcht of
hinability practices;

indicators: related to significant economic, environmental and socjal impacts that|are:
/negative, actual/potential, direct/indirect, short-term/long-terni intended/unintended.

and
are

nt can be qualitative or quantitative and can be applied to both-procurement practices
[onsideration should be given to surveys and feedback provided by individuals whd
for the actual procurement and to feedback provided bysuppliers.

led for the impact of a sustainable procurement programme to progress from organizational
0 outcomes, and eventually to the impact of thecofganization on society, the environient
hder economy.

orting

Hers,
hers.

an happen at a number of levels (see;Table 4) and involve a large number of stakehol
ppliers that are increasingly beipgasked for sustainability data from a variety of custor

ation should ensure that:
ition moving through these’levels is interconnected and transferable;

brting burden on suppliers is minimized.

Table 4 -~ Levels of reporting and examples of reporting activities

Repofrting levels

Examples of reporting activities

External stakeholders

Annual report, sustainability report

Drganization’s top management

Top management reports summarizing progressjon

key initiatives, dashboards

Procurement function Reports to procurement management on specific initi-
atives, supplier dashboards
Supplier/Contract Supplier performance reviews, contract KPIs

Several measures can be taken to reduce this burden, e.g.

22

identifying a limited number of significantly important indicators and metrics that are able to
effectively communicate important issues for the organization and its stakeholders;

drawing from internationally accepted sustainability reporting frameworks for sustainability
metrics, which can ensure that the data that the organization is requesting is consistent
internationally, thus creatinga globallanguage through which sustainability dataare communicated.
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Care should be taken to ensure sound reporting. This includes:

reporting positive results and achievements as well as negative ones;

0:2017(E)

ensuring comparability between reporting years, and not changing baseline indicators or

presentation of information year on year;

ensuring accuracy in the data reported upon;

— clearly stating the period for which data are reported, and reporting a regular time period (e.g.
yearly);

— pnsuring that the information is clear and without jargon;

— pnsuring that the processes by which information is collected and reported is reliable gnd robust.

Comjmunication should be complete, understandable, responsible, accurate,~balanced, [timely and

accepsible.

6.5.3 Benchmarking

An g¢rganization might choose to benchmark itself against peer organizations and document them.

One

robu
organization’s practices, including how it manages its supply. chains. These are not limite

chai

relat

The
syst
incr

on the issues deemed important by others atitside the organization.

6.6

Stak
sugg

this

issug

This

exist

For ¢

a)

b)

c)

d)

way to do this is by means of comparison with formally/established indices, e.g. 4
st sustainability measurement indices are available, whic¢h)take into account many a

h activities but take into account many aspects of.an' organization’s practices, incl
ing to its supply chains.

benefits of benchmarking relate to understanding current trends and comparing the or
bms, process and performance with those of its peers. However, benchmarking can
pased focus being placed away from the organization’s significant issues, due to focus h

Establishing a grievance méchanism

cholders, especially vulnerable ones, should be able to bring their problems, compla
estions to the attention.of the organization, and seek redress. The organization shou
by establishing a grievanee mechanism through different channels, depending on the sy
s being reported.

mechanism could offer additional opportunities for recourse and redress, beyond ay
ing channels)Non-state mechanisms could also contribute to strengthen state institut

brievancé mechanisms to be effective, they should be:

baséd(on engagement, dialogue and mediation: the process should look for mutuyl
solutions through engagement between the parties and the right to appeal;

number of
pects of an
d to supply
hding those

banization’s
hlso lead to
eing placed

ints and/or
1d facilitate
stainability

ailable pre-
ons.

plly agreed

legitimate: to enable trust from the stakeholder groups for whose use they are intended, and being

accountable for the fair conduct of grievance processes;

accessible and easy to understand: known to all stakeholder groups for whose use they are
intended, providing adequate assistance for those who might face particular barriers to access;

safe: to protect the stakeholders against potential threats and retaliations throug
anonymous independent and two-way communication system;

h a secure,

predictable: to provide a clear and known procedure with an indicative time frame for each

stage, and clarity on the types of process and outcomes available and means of
implementation;
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f) equitable: to ensure that aggrieved parties have reasonable access to sources of information, advice
and expertise necessary to engage in a grievance process on fair, informed and respectful terms;

g) transparent: to keep parties to a grievance informed about its progress, and provide sufficient
information about the mechanism’s performance to build confidence in its effectiveness and meet
any public interest at stake;

h) rights-compatible: to ensure that outcomes and remedies accord with international norms of
behaviour;

i) a source of continuous learning: drawing on relevant measures to identify lessons for improving

the menhqninm and nravonting fibiien griouancac and hara o
G

In contriby

in mitigatipg negative impacts in supply chains and in providing access to remedy for affd

stakeholdet]

7 Integr

7.1 Builg

Clause 7 a

procureme
Individuals
relevance. S
a parallel p1

Figure 4 illy

IO ST oo Prov et g Tacar o g o v o co S oo o T tiros

ting to sustainable procurement, grievance mechanisms can play an important

S.

ating sustainability into the procurement process

ling on the existing process

resses the procurement process and how each process st€p can incorporate sustair
t practices. It is intended for individuals who are respansible for the actual procuren
who are responsible for procurement in associated fusictions might also find this clau
ustainability should be integrated into existing procurement processes and the creati
ocess should be avoided.

strates a typical procurement process flow and is used as the structure of this clause.

7.2 }SANNING

Pre,‘pa\(ri‘ng a sustainable

role
cted

able
hent.
se of
bn of

N .
sourcing strategy
o\
7.6 REVIEWING AND LEARNING ) I:;ngé‘ggg:‘s’ﬁ:‘g?ﬁg“'w
FROM THE CONTRACT Q
S SPECIFICATIONS
Evaluating a: improving sSral T o
sustainabil'tﬁ’n{e Aoriiance Establishing sl.?ecf.;:_anon.s th.at address
\\( e sustainability criteria
7.5 MANAGING THE CONTRACT 7 4 SELECTING SIIPPLIERS W
Integrating sustainability in contract Awarding the contractto a supplier
management

Figure 4 — Overview of Clause 7: Integrating sustainability into the procurement process

NOTE An essential element of the procurement process is gathering organizational information to fulfil a
business need. As defined in Clause 3, a requirement means a broad provision that conveys criteria to be fulfilled
by goods or services, whereas a specification means a document, usually technical, that prescribes requirements
to be fulfilled by goods, processes or services.

24

© ISO 2017 - All rights reserved


https://standardsiso.com/api/?name=381be303cbfee841feb6bc1ed8c48f16

IS0 20400:2017(E)

7.2 Planning

7.2.1 Integrating key elements of sustainable procurement

Integrating sustainability into the sourcing strategy enables the organization to:

— address the significant sustainability risks (including opportunities) of goods or services, supplier
practices and procurement activities, as described in Clause 5, and avoid focusing on details and

minor issues;

— starta collaborative programme of work with stakeholders (e.g. internal clients, users, consumers,
Customers, suppliers beyond tier 1);

— fefine sustainability criteria that suppliers can respond to, while achieving value for mpney.

Thege elements should then be integrated in a sourcing strategy. This-allows systainability
coniilderations to become part of strategic decision-making. Key elements of sustainable procurement
planpning are shown in Figure 5.

7.2.2 Assessing
sustainability risks
| (including opportunities)
|

/
/

7.2.3 Analysing the costs

7.2.4 Analysing
organizational needs

7.2.6. Completing the
sourcing strategy

7.2.5 Analysing the
market

Figure 5 — Inputs into a sourcing strategy

7.2.2 Assessing sustainability risks (including opportunities)

Sustainability risks (including opportunities) can vary significantly from one type of goods or service
to another and from one supplier to another. Relevant considerations include technical aspects,

compliance culture, sourcing locations and supply chain structures, with particular attention paid to
suppliers below tier 1.

An organization should therefore assess and prioritize the most relevant and significant sustainability
risks (including opportunities) for each procurement activity. The directions set previously, e.g. the

organization’s procurement policy and strategy, as well as priority setting, should be considered (see
Clause 5 and 6.4).
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This analysis leading to the sourcing strategy should not be done in isolation. Identifying the relevant
sustainability issues requires a multidisciplinary approach in order to capture knowledge from:

delivered, etc,;

rights, health and safety, environmental management and legal issues;

Together w

those with knowledge of how goods or services will be used by the organization.

th an assessment of sustainability risk (including opportunity), various approaches c

technical experts who have a deep knowledge of how goods or services are manufactured, processed,

sustainability experts who can provide technical advice on matters such as labour and human

n be

used, such 4

The life cyd
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Figure 6 provides an oyerview of LCC.

L+

1lysing the costs

e or negative externalities which can be monetized, including:

ts associated with risk (including opportunity) mitigation and benefit realization;

the data to be previded by the tenderers and the method to be used to determine th

s the life cycle approach and LCC.

le approach consists of assessing sustainability impacts associated with all the'stag
life from cradle to grave, e.g. raw material extraction, materials processing;-manufac
, use, repair and maintenance, and disposal or recycling.

nt to consider all the costs that will be incurred during the lifetimeof the goods or sery
hod that could be used to analyse the costs. It consists of:

st of ownership, including:
chase price and all associated costs (delivery, installation, insurance, etc.);
rating costs, including energy, fuel and water use;spares, and maintenance;

-of-life costs, e.g. decommissioning or disposal;

the organization: costs and benefits of risks (including opportunities), i.e. the evaluati

society: the cost of environmental externalities and the cost of social externalities (e.g.
ation or job losses).

bs of
fure,

ices.

bn of

job

sing the costs using @an LCC approach, the organization should indicate in the procurement

bn the basis of the data.

Non-monetized

o alitics All life cycle costs and impacts

=
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Figure 6 — Overview of LCC
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When analysing the organizational need for specific goods or services, the organization should consider

what alternative options might exist to deliver the same outcome in a better way, e.g.

eliminating the demand by reviewing the need;

reducing the frequency of use/consumption;

than owning;

identifying alternative methods of fulfilling demand, such as outsourcing services or leasing rather

hggregating and/or consolidating the demand;
bharing use between divisions or organizations;
encouraging recycling, repairing, reusing or repurposing of older goods;

Hetermining whether outsourcing is required and how to extend the-scope of respo
environmental and labour practices throughout supply chains;

1sing recycled/renewable materials.

This|illustrates the concept of a circular economy.

The
sust
Wh#
mig

hinable solutions and adapt recommendations, and engdge them to support the chang

t be necessary to engage them upfront in examining options.

7.2. Analysing the market

The |objective is to gain a thorough understanding of the existing and future capability o

hsibility for

organization should consult key internal stakeholders to assess the feasibility ¢f potential

s required.

re external stakeholders participate in determining the demand (e.g. government orgainizations), it

F the supply

market to support the organization’s sustainability needs, while providing the same or an improved

level of price, functionality and quality of service. Market analysis can enable the orgd
undé¢rstand whether the sustainability criteria reduce or increase the level of competition

Inization to
and/or the

hl suppliers,
ying people

lli)zation, the

S.

vation. It is
ne whether

ew technologies;

new goods or services;

new suppliers;

advances in sustainable business practices;
new business models;

innovative buyer/supplier relationships;

use of appropriate sustainability standards and labels.

Consider the position of the purchasing organization within the market. The matrix in Figure 7 can be

used as a guide.
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The sourcin
as short as
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Figure 7 — Market engagement matrix

¢
h

aims to help individuals responsible for the actual procurement to upderstand |

h's market influence and sustainability ambition.

mover: In areas where significant influence exists combined with high ambition, it mig
e to significantly influence suppliers or even move markets to a:higher level of sustair
ur and set a new level of best practice.

class: Where sustainability ambition is high but influenceover the supply market is low
blecting the current level of best practice will achieve the most sustainable outcome.

influencer: Where ambition is low and influencegis significant, there is likely to be
e to drive the market to a new level; however, this influence can be used to encourag
Chains to improve sustainability practices andioutcomes.

taker: Where influence is low and ambition'is also low, the appropriate strategy would
he standard sustainability practice offéred by the market.

bloping more sustainable goods“er services for a small customer, with a view to cre;
al competitive advantage.with larger ones. Influence can also be improved thr
n with other purchasing (onganizations, with due consideration given to ethical issueg
law. Market research'shiould not be limited to external sources: an organization’s
ources could providé valuable insights on sustainability criteria and opportunities.

hpleting the sourcing strategy

g strategy. describes how to deliver the best outcome for the procurement project. It c3
bne page.for a simple procurement project (e.g. a briefing note) or considerably longer

vhat
sing

t be
able

itis

ittle
b the

e to

the
iting
bugh

and
own

n be
for a

The sourci

g strategy should include:

the acti

ons required to manage key sustainability risks (including opportunities);

the recommended demand-related approach (e.g. elimination, reduction, reuse, recycling);

how the sourcing approach delivers sustainability objectives;

key findings about sustainability risks (including opportunities), needs and the supply market;

how sustainability requirements are incorporated into the specification, including any go/no-go

criteria at the prequalification or tender stage: care should be taken to ensure all suppliers are given
full and fair opportunity to compete;
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how sustainability aspects are incorporated into the draft contract or terms and conditions;
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— the weight given to sustainability in the evaluation criteria, with careful consideration given to
finding the best balance with other criteria, such as price or quality;

— the expected sustainability benefits, including savings over the life cycle;
— the impacts of the sustainability approach on the project plan and budget.

Some goods, equipment and assets require disposal strategies to be developed for the end of their useful
life. Disposal decisions, however, should not be taken in isolation. While disposal is viewed as the final
stage in the management life cycle of goods, equipment and assets, it is common for disposal action to
trigger the acqulsltlon ofa replacement asset. Dlsposal strategles should be considered in the sourcing

SOCi§

as o1

The
and
revig

7.3

7.3.]

Oncq
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diffq
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shoy
largg

Inte
sust
This
tech

Som
to tH

organization in itself.

Whe
that

1, env1ronmental and economic impacts of functlonally 1nadequate or under utlllzed as
I their safe decommissioning, transport and warehousing.

Hecisions made at this stage influence the whole procurement process. Decisionsshould b
hgreed by key stakeholders, and should ultimately be documented. Many organizations us;
bw at this stage with sign-off by senior stakeholders before progressing te'the next stage

Integrating sustainability requirements into the specifi¢ations

| Defining sustainable procurement criteria

a decision is taken on the sourcing strategy, the sustainability criteria should be
mented. Sometimes there is only one document (the\specification), but in other case
rent documents addressing the requirements, in accordance with the organization’s
hft contract, brief, scope of work or the establishment of prequalification criteria). T
1d include consideration of the impacts of chahges on contractual arrangements, e.g.
e proportion of business or the lack of capagity to cope with expanded requirements.

brating sustainability aspects into these’documents is the most effective means of er
hinability risks (including opportunities) are incorporated into the procurement decis
should be done in coordination-with key internal stakeholders, in order to reflect p
hical considerations.

e of these requirements apply directly to the goods or services being purchased. Some
e production and process methods used to deliver goods or services and others to {

n including sustainability criteria in the procurement process, the organization shou
the sustainability criteria:

Feflect the( priorities defined in the sourcing strategy, e.g. by including key su
Fequiremeénts in the minimum sustainability criteria;

hre.objective and verifiable;

imizing the
Sets, as well

e supported
e a gateway

lefined and
s there are
Culture (e.g.
nis decision
he loss of a

suring that
on-making.
ractical and

might apply
he supplier

d take care

stainability

are clearly defined without any risk of bias or collusion;

are transparently and effectively communicated to potential suppliers;

development of their capacity to respond to such criteria;

allow for fair competition and, in doing so, ensure that particular attention is paid to SMOs and the

identify how far down the supply chains it is necessary to go for adequate impact assessment.

Where appropriate, the draft contract should include clauses that enable the organization to increase
its control over what happens in the supply chains. Examples of clauses might include:

— provision to assess/audit all parties involved in the supply chains;
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— obligations on the supplier to inform the organization of any significant impacts in the supply chains;
— minimum standards to be met by suppliers at lower tiers of the supply chains;

— rights to terminate the contract for breaches of sustainability obligations.

7.3.2 Choosing the types of requirements
Different types of requirements can be used:

— physical or descriptive requirements: specify a characteristic of goods or services;

EXAMPLE 1 Recycled or renewable content, mercury-free, or the way in which the predyct is
manufag¢tured or delivered (i.e. the process), e.g. organic or sustainably managed timber and fishgries.

— performance requirements: define the performance standards to be met by the goods of serices,
including definition of the way goods or services need to be delivered in order to optimize social and
environmental impacts related to future performance;

EXAMPLE 2 Standards of care and number of patients for a social care service, delivery time, waste,
and carlpon emissions reduction.

— functiohal requirements: define the proposed function to be fulfilléd by the goods or seryices
requirgd.

EXAMPLE 3 The strength and durability of concrete to be supplied, or energy/fuel efficiency.

Generally, 3 combination of performance and functional reguirements is preferred as they erjable
suppliers tq propose the most efficient technical solution.for the required performance or fundtion,
leading to potential sustainability benefits such as bettér energy performance, reduction of whste,
better safetly for users, universal design, disposal and ‘end-of-life management. When using techpical
requirements, the organization should take care.not to specify particular brands unless thiis is
unavoidablg.

7.3.3 Aleying minimum and optional requirements

Requirements can be:

— minimym, when they establish/minimum levels of acceptable performance, actively excluding
undesinable features;

— optiondl, when they define preferred sustainability solutions: in this case, they should be related to
an evalpation criterionthat is used to reward performance exceeding the minimum standards| and
possibly to a KPI that should be managed during the contract.

In addition fo theseitwo main options, an organization can use additional techniques such as variar]ts in
order to eng¢ourage better alternative solutions.

The analysiSof the market carried out earlier in the procurement process informs the decision about
what should be minimum and optional. For instance, the degree to which suppliers can meet the
organization’s sustainable criteria might not always be known when writing the tender, or the market
analysis might have revealed a significant gap between suppliers’ sustainability performance. In that
case, the risk of restraining competition and excluding capable suppliers should be avoided, unless the
requirement is an absolute necessity for the organization.

If a supplier with lesser sustainability performance is selected, agreements should be made on how the
supplier could progress to increased sustainability performance in the future. This should be monitored
in the contract phase.
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7.3.4 Finding information to establish the requirements

In the market, there are marks, labels or certifications to identify goods or services that conform to
specific sustainability criteria. These criteria are included in technical standards that might be public
or private, national, regional or international.

It is useful to consider such standards as valuable sources of information when establishing
procurement requirements. The criteria in these standards are established throughout one or multiple
life cycle stage(s) of goods or services, and pertain to single or multiple sustainability aspects.

The orgamzatlon can decide which sustainability impact areas are most relevant, referencing full or

Y ritar ntainad iz H L ackandoad ko tabliching wn oo ot Whha
part dl CIIlCl lU \,Ull\,alll\,u VVlLlllll CIICOLC OoltdIiltudIi uo VVll\.zll bOLaUllJllllls l\,\.iblll CITICIILO. VV IIU e relevant

suppliers and industry associations can be consulted.

Usinig this approach, any goods or services that meet these requirements can be purchased,|even if they
havd not formally been awarded a sustainability mark, label or certification, taking into pccount the
confprmity assessment guidance provided in 7.3.5.

An a]ternative approach is to specify in the procurement requirements that the goods or seryices should
havd the nominated certifications, labels or marks (public procurement:-policy may have regtrictions to
this ppproach in some countries). Due consideration should be given:to.the number of eligible suppliers
in orfder not to limit competition inadvertently, as the availability ©f 'such marks and labels differs by
indulstry:.

7.3. Evaluating that sustainability requirements are:met

EacH sustainability requirement should be verifiable.Zia an evaluation procedure that is |outlined by
the prganization in the tender documents. When“choosing an appropriate evaluation| procedure,
organizations should take into account the following factors:

— the importance of the issue/requirement|including the sustainability issues) to the organization;
— the risks of non-conformity with the stistainability criteria;

— the cost of the evaluation procedure;

— the availability of technicahinfrastructure to support the evaluation procedure;
— the competence of the-evaluator;

— the credibility ofahy external body or organization that is involved.

Evalpation procédures involve activities such as the review of documentation, testing, Inspections,
audifs, certifieation, management systems, assessment, sustainability claims, labels and dedlarations or
a combinationvof them.

Thege activities can be carried out by the supplier or its representative (first-party), the|purchasing
organization or an external body on its behalf (second-party) or an independent exfernal body
or organization (third-party). When defining the evaluation procedure for each requirement, the
organization should establish what activities should be carried out and by whom.

ISO standards that address conformity assessment should be used where relevant when establishing
evaluation procedures. When choosing an evaluation procedure, the organization should balance cost
in connection with the desired level of assurance. Cost can differ between evaluation procedures. The
organization should also consider who bears the cost, taking into account the context of the supplier
(e.g. size, location).

The organization should consider the level of assurance offered by each type of evaluation procedure. In
general terms, certification schemes typically engender higher levels of confidence with limited effort
for the purchasing organization.
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The organization should also determine whether the technical infrastructure involved in the evaluation
procedure is competent and complies with relevant applicable standards and guides.

When an external body is used, the organization should consider whether it is operating in accordance
with relevant standards (e.g. ISO/IEC 17020, ISO/IEC 17021, ISO/IEC 17025, ISO/IEC 17024 and
ISO/IEC 17065.)

Accreditation is a means of assessing, in the public interest, the technical competence and integrity
of organizations offering evaluation services. Organizations might wish to consider the additional

assurance that might be gained by using an accredited evaluation body.
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7.4.1 Assessing the capacity of suppliers
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requirements andexpectations on sustainability through the supply of goods or services.

Supplier se

b consider three common types of environmental labelling:

(e.g. those recognized by the Global Ecolabelling Network), following product assess
honstration of conformance to agreed-upon environmental performance leadership cri
re based on life cycle considerations;

21 Type Il environmental labelling: this involves supplier first-party.environmental cl
rmity, including statements, symbols and graphics, regarding products;

D25 Type III environmental labelling: this involves thir@-party validation of an
hmental product declaration), which is quantified life cyele énvironmental informatior
f to enable comparisons to other products intended to fulfil the same function.

s have a verification and certification process focusing on single issues (e.g. en

pecause these consider the whole life cycle of products, reliable and third-party single-i
e effective in targeting specific problems.

ion procedure can be conducted as apart of prequalification or as a step in the te
er the contract has been awarded, ddditional ongoing evaluation should be conducts
with the plan that has been established within the tender. This ongoing evaluation c3

are consistent, take into account the history of the supply, and focus on the most criti
Les.

ting suppliers

zation should assess the capacity of the supplier to contribute to the organizat

ection often comprises prequalification and tendering. The main difference betweer
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including sustainability ones;

specific requirements, including those related to sustainability, for goods or services.

prequalification usually focuses on overall capabilities of the supplier to deliver expected outcomes,

tendering usually focuses on the capacity and commitment of the supplier to deliver detailed and

When conducting supplier selection, the organization should ensure that all public policies (e.g. public
procurement policies) are respected and that open and fair competition is promoted between potential
suppliers. In doing so, particular attention should be paid to:

infringements and internal controls;
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the transparency and accountability of the whole selection process;

qualifying or disqualifying the suppliers;

requirement.

7.4.2 Prequalifying suppliers

inclusion of all organizations of any size, status or positioning with the capacity to fulfil the

The purpose of prequalification is to gather relevant information about the capability of suppliers
to participate in tenders and, in some cases, to evaluate tenders against go/no go criteria. The
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hinability issues with due consideration for the sustalnablllty risks (1nclud1ng op
are related to the supplier’s organization. Many industry specific standards~codes
uct and management systems are used in prequalification, e.g. compliance with’the §
nternational Labour Organization for working conditions and human rightsceuld be 4
rion. An organization should also decide whether to encourage suppliers-t¢ sign a cod
harter and/or join a sustainability initiative and, in making this decision, should ¢
cations for the supplier of doing so.

al trading, labour and environmental policies by means of’suppliers’ declarations of]
claims) on those subjects. However, as the process progrésses and potential suppliers
ssed through the tender process, audits, site visits and other means of collecting

prmity (second-party or third-party assessments) might be used to provide further ass|
Ce of the most appropriate conformity assessment method should be the result of a risk

e prequalification criteria might be optional;and can be used to inform a weighted e
ner shortlisted suppliers that comply with-all the mandatory criteria.

MPLE A supplier with a proven traek récord in reducing carbon emissions could be select
ier with less experience in this area.

example in Figure 8 could be considered as a go/no-go condition, with “Good” as
irement, or as a way of shortlisting if there are no minimum mandatory criteria.
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¢ Pleaseo
through

Labour practices - Prequalification question

* Please state your employment policy with respect to: living wages, equality and diversity, freedom of

utline your experience in delivering work through fair and ethical employment practices
your workforce and supply chain

association, grievance procedures, working hours including split shifts, exclusive zero hour
contracts, unpaid work and child labour
J
* Has extensive experience of resource ethical employment directly and
DISTINCTIVE through the supply chain for projects of multiple sizes and varying

GOOD

> complexity. This is supported by case study evidence and risk analysis
* Can demonstrate that the policy is being complied with and delivered against

* Can demonstrate the business case for delivering ethical employment
practices and cost reductions

* Demonstrates understanding of fair employment practices and risk management for the
supply chain
* Addresses all aspects identified in the question

* Policy to comply with an international standard such as the EthicalTrading Initiative Base
Code

* Provides evidence of past projects demonstrating high ethical standards

BASIC

* Demonstrates an understanding of the issue but has limited experience of delivery beyond legal
compliance

If suppliers
formally no
fall short of
clear signal

7.4.3 Mal

Figure 8 — Example for prequalification question and criteria

have been contacted in the prequalification process and are deselected, it is good practi
Lify them and provide debriefs. Suppliers should be made aware if and how their creden

to the market regarding the importance of sustainable business practices.

haging tenders

Suppliers

ight be invitedto-attend a pre-tender briefing to outline the bid process and ensure ong

communicafion, dependihg on the scale, market and complexity of the purchase. This is a fur
opportunity to confirm/that suppliers fully understand the commercial and sustainability expectaf
and to encqurage joint proposals from firms with complementary sustainability features (e.g. a |
organizatioh can\ferm a joint venture with a small, sustainability-oriented organization).

ce to
tials

the requirement (includingthose related to the sustainability issues), which in turn sefds a

oing
ther
ions
arge

Transparenky,-accountability and ethics are keys to the tendering stage: all bid evaluation critleria,

evaluation methodology and benefits assessment should be agreed in advance of tender issue and
communicated clearly to suppliers. The organization should ensure that the suppliers fully comprehend
the importance of all aspects of the proposal, including the sustainable requirements.

Criteria can be assessed in several ways, including:

— setting

— weighti

minimum requirements or performance standards (go/no-go criteria);

ng criteria;

— methods of cost calculation;

— monetizing certain impacts, such as energy consumption and waste.
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supplier with the best performance on the sustainability issues might not always win a tender if it is
competitive in other areas. In this case, it could be appropriate to award a contract conditional upon

achieving a minimum standard over a specified timeframe. In the example in Figure 9, the contract
could be awarded conditional upon the supplier achieving “Good” standard after a period of time.

Employment - Invitation to tender

We aspire to provide full and fair opportunity for competitive local suppliers and to employ suitably
qualified local people. Please confirm your current levels of local workforce and procurement
expenditure, your targets to improve on this and provide an action plan for doing so

]I)ISTINCTIVE * Commits to a target >10% over baseline

> * Comprehensive and detailed action plan

* Commits to targets <10% over baseline and can outline how it will be'delivered.

G . . .
p00D > * Provides information and assurance to demonstrate competence and local
relationships to deliver the target
BASIC
L * Baseline data provided, no firm commitment to tafgets, or an action plan

Figure 9 — Example of a tender question and evaluation criteria

Low|prices can be achieved by suppliers with.good performance. However, suppliers with urjsustainable
practices might be able to offer abnormally~low prices that could reflect a shortcoming op social and
envifonmental aspects, compared with_suppliers with better conditions. Unless robust prequalification

and

fender processes and criteria ar€inplace to ensure good minimum standards before the supplier is

appqinted, the organization could be undermining its own sustainability policies, exposing itself to a wide
range of risks, and giving a signdlto the market that it undervalues sustainability against oth¢r issues.

7.4.

Fou

a)

b)

)

4 Awarding the contract
1 common methods¢an be used to promote sustainable outcomes at the evaluation sta

Rewarding supérior standards and performance: This might include recognition of the ability of
boods or-sérvices to enhance the sustainability of the organization’s own goods or gervices, as
putlinediin’ 7.3.2.

Dualitative judgment can be used in some specific contexts. Suppliers, especially in service
ndustries could he requested to summarize their experience and methods in [relation to
sustainability criteria within their tender response. This enables organizations to assess their
approach to managing major sustainability risks (including opportunities) identified during the
planning stage. It is often advisable to conduct face-to-face interviews with key staff and to make
site visits to places where similar services take place to ensure qualitative judgments are supported
by the best evidence possible.

Fit-for-purpose assessments that enable identification and evaluation of goods or services that
might not be sufficiently robust, leading to higher repair and replacement costs: Other proposals
might be over-engineered, providing unwanted functionality or service at added expense.
Neither extreme provides a sustainable solution and this should be reflected in the evaluation.
Environmental labelling criteria (see 7.3.4 and 7.3.5), the characteristics stated in environmental
product declarations and other product standards can help to evaluate the credentials of goods,
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including the relevant sustainability issues. Alternatively, evidence based on trials or other client
references help to evaluate this important aspect.

d) Methods of cost calculation to ensure that true value for money is achieved, resulting in the
selection of the best supplier over the life of the contract: If correctly applied, this technique helps to
calculate use and end-of-life costs such as energy consumption, early replacement or repair of less
durable goods and final disposal. If possible, future expected costs (e.g. anticipated environmental
and social taxes) should be factored in.

Private sector organizations and some public bodies might be able to negotiate following tender
evaluation. This stage represents a risk of reduced sustainability commitments from the supplier(s),
especially i i —Thi i i i plier
engagement.

Any outstanding sustainability requirements should be included in the preparation for a-negotiation
meeting angl/or a negotiation strategy and tabled during the negotiation.

Key outcomies of the negotiation can include the following:

— requirgments related to sustainability issues have been secured and reporting has been agreed|(e.g.
monitofing and actions, KPIs);

— an actipn plan to manage sustainability risks (including opportudities) identified in the edrlier
prequalification or tender evaluation stage has been agreed;

— proactipe influence on the supplier’s future sustainability agenda has been achieved.

Where posgible, sustainability commitments should be writtén into the contract to ensure that the
supplier is fontractually bound to deliver them or imprave their performance over time. If it i§ not
possible to| negotiate contractual commitments, a more informal and flexible approach might be
required td persuade suppliers to embrace sustainability initiatives. These initiatives are uspally
captured in a separate supplier improvement plar.or a memorandum of understanding. Examplges of
initiatives include commitments to switch to (o0r increase the use of) sustainably managed timber,
reduce or gliminate the use of a hazardous“chiemicals, increase the use of local SMOs or to enfsure
improved working conditions further down'the supply chain.

Upon conclusion of the negotiation, thessupplier should be formally awarded the contract, which should
be fully approved by the key stakeholders and delegated authorities (organizations might have a
formal gateay review at this pgint). The relevant internal stakeholders should be informed of the|new
arrangemeints.

Unsuccessfiil suppliers sliould be notified and fully debriefed. Suppliers should be made aware if and
how their syistainability €redentials fall short of the requirement, as this is an important organizational
contributioh to the{Suppliers’ improvement. This in turn reinforces the importance of sustairjable
business practicesswithin the supply market.

ing the contract

7.5.1 Managing the supplier relationship

Sustainability commitments of an organization should be reflected in the quality of the relationship
with its suppliers. Achieving sustainability outcomes often requires developing a long-term vision.
This vision has a better chance of success if it is shared by a supplier that considers the purchasing
organization to be a preferred customer.

The quality of the supplier relationship can be enhanced through a combination of practices. These
include:

— inclusion of mutual obligations between suppliers and customers in the contracts connecting
parties;
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— balanced clauses, fair conditions (e.g. guarantees, deadlines), KPIs and liquidated damages or
penalties where permitted;

— robust procedures (e.g. base-contracts, protection of intellectual property) and conditions (e.g.
prompt payments) strengthening supply chain stakeholders;

— prompt issue of orders whenever the client organization and supplier agree to begin the work to
avoid hidden costs and to reduce risk for both parties when ordering;

— controlled and improved payment performance, with respect to contractual terms: even when

suppliers are responsible for delays, the monitoring of payment performance is key to maintain
0 ]'\'\]'\nr'nr] and cuctainahla valatinnchin oo thic chanld ho donag an 2 ragn]ar hacic asgainst target

Fr oo rC e oIt ot o to I o o T e T e T tro T O T P oot o T ot o o e o O e o T T STt oo T o g

br/and benchmarking data;

— pvoidance of conflicts through dialogue and efficiency of dispute resolution (€.g, by dppointing a
mediator);

— focused attention paid to the different categories of suppliers (e.g. strategic, SMOs) vulnerable
suppliers);

— pbilateral relationship based on trust, transparency and collaborative forward planninjg and, more
broadly, the use of guidelines and best practices existing within-their sector.

7.5.2 Implementing the contract

Thetfe is a period of transition at the start of any newgcontractual arrangement and frejquently the
inflyence and involvement of stakeholders change as the contract becomes operational. From a
sustpinable operational perspective, it is critical thatawareness and focus on sustainable elements and
assoriated performance targets are communicated and understood by relevant internal stakeholders
to enpsure that any sustainability commitmentsifade in the contract are fully implemented

The |supplier should also fully support the‘implementation of sustainability practices, right from the
start of the contract. It is the role of thecontract manager to make sure that sustainability remains
firmly on the supplier’s agenda.

7.5.3 Using a contract management plan

A coptract management plan-that reflects the organization’s sustainability objectives and felated KPIs
shoyld be established.

The |contract manager and supplier should revisit any sustainability risk (including opportunity)
analysis completed-by the organization throughout the planning and selection stages. Coresponding
actign plans should be revisited or developed to ensure supplier buy-in, alignment andl continued
focup on sustainability key risks (including opportunities). These should be referred to in the contract
manpgenient plans and, where appropriate, incorporated into supplier development plans.

In sd
in the supplier’s short-term financial interest.

EXAMPLE Waste contractors that are paid by the tonne might be reluctant to embrace waste reduction
initiatives, or IT equipment suppliers might not be supportive of customer attempts to increase product lifespan
through product upgrade as opposed to replacement.

In such instances, a combination of incentives and remedies can be adopted to realign profitability with
sustainability, e.g.

— supplier incentives could be paid for achieving performance above expected or agreed targets;

— fixed price contracts could be agreed (in this case reducing waste or improving efficiency would
improve a supplier’s profit margins);
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— gain share agreements could be put in place where the customer and the supplier split any gains
from sustainability improvements.

7.5.4 Managing performance and relationships

Ongoing performance monitoring is essential for the duration of the contract to ensure that the supplier
continues to deliver in accordance with the requirements, contract terms and/or separate action plans.
Two-way evaluations are necessary for effective performance management and to promote a good
relationship between organizations and suppliers. Good practice requires:

— the organization to inform suppliers how they are being evaluated (e.g. criteria, KPIs, audit terms);

— the suppliers to have the ability to provide feedback and openly communicate their perceptij)n of

the orgpnization.

Many organizations adopt methodologies where sustainability criteria can be monitored along
service, qudlity, delivery, cost and technical requirements. Balanced scorecard methoedologies ar
example of uch an approach. If any individual results or combined results show a niggative trend o
below an agreed threshold, the supplier should be required to take corrective action.

Review me¢tings should be set at agreed intervals and should be held face-to-face for key supp
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iers.

These meefings provide an opportunity for both parties to communicate, share concerns, promote

understandling and foster a good business relationship. Organizations should consistently attg

to harness
review prog

[t is impor
suppliers. B

newly created firm) and appropriate actions taken (e.g,-accept, prevent, limit or withdraw) in ord

reduce excd

It is good ¢
the contrac
work pract
sustainabil
However, a
compliance

Suppliers v
facilitating
initiatives, i
an example

The sustairy
arbitration

suppliers’ sustainability expertise to maintain competitive’ advantage, and a constru
ess fosters this.

fant to review risks of dependency from both Sides, between the organization an
very situation needs to be closely analysed (e.g a supplier with a specific competence

ssive dependency and prevent adverse impacts for the other party.

ractice for organizations to carry out‘periodic audits of suppliers throughout the li
L, especially for important and comiplex contracts, to verify that sustainability claims
ces meet stated requirements{ Audits are useful for focusing on particular issues
y requirements, and they create an awareness of the expected standards of performa3
dits alone cannot ensure £t} compliance with standards. Other techniques for monitg
with sustainability requirements should also be employed.

vith outstanding performance regarding sustainability could be recognized thr
their access to~business development opportunities, and possibly awards or siy
n order to reward and promote efforts towards continual improvement. This also proy
of good practice for other suppliers.
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7.5.5 Encouraging supplier-customer joint initiatives

Organizations should champion initiatives to improve sustainability and this frequently involves
suppliers and the purchasing organization in joint approaches. Supply chains can be long and complex
and efforts to improve upstream sustainable practices require the proactive support of key tier 1
suppliers.

EXAMPLE Efforts by purchasing organizations to improve working conditions or gain assurance of integrity
of source materials or authenticity of goods can be greatly facilitated by proactive support from these suppliers.

Where appropriate, joint initiatives should be put in place to improve the sustainability issues
identified when priorities were set. In some cases, the market might not be capable of delivering new
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or challenging sustainability standards. In this case, supply chain development programmes could be
necessary to improve competence and capacity (see 6.3.2).

Examples of joint initiatives are sector initiatives to deal with labour conditions in their supply chains,
finding and developing more sustainable alternatives, and sharing of audit data.

7.5.6 Managing supplier failure

In some cases, it might be necessary to exit a relationship with a supplier where the supplier has failed
to meet the agreed requirements and conditions. It is important to treat failure to meet sustainability
requirements in the same way as any other failure by a supplier.

In cg

Exit
the 4
noe
is ng

The
the ¢
Toc
not s

7.5.]

Atth
imp3
use

se of sustainability failures of the supplier, organizations could consider the following
bffering capacity-building support to the supplier to help it address the problems;

working collaboratively with other organizations that have relationships with the samsg
ncentivize improvements;

working with other organizations on a broader regional or sectorial basis to
mprovements;

iworking with local or central government to the same ends.

ng the relationship should be a last resort. This should only occur after the organizatid
ffort to support the supplier to meet agreed requirements, but where the supplier has nf
'fort to improve or the supplier has proved to be incapable of improvement, or where in
t feasible.

legree of failure should be determined on thebasis of how the supplieris engaged by the o
ontract performance commitments initially agreed to, and the progress measurement
ntinue to source from such a suppliersnight indicate to the supply market that the org
erious about its sustainability commitments across its supply chains.

Managing disposal and end of life

is point, disposal options Should be reviewed and assessed with the aim of managing eny
icts, maximizing recycling and reuse and determining all opportunities to minin
hnd pollution. Unethical disposal can have significant remediation costs and might

organization’s reputation. More generally, it is appropriate at this stage to refer to the co

hctions:

supplier to

incentivize

n has made
ade little or
hprovement

ganization,
s made, etc.
anization is

rironmental
ize landfill
Hamage the
hcept of the

LCC for consideration-ef remediation costs.

7.6 | Reviewing and learning from the contract

The [buying-organization should conduct regular reviews of the contract throughout its
welllasat'the completion of the contract. This is vital to ensuring that lessons learned duri
the contracteanbesharedandecontintabimprovementsecantake placetoachieve better-st
performance.

Huration, as
1g the life of

stistainability

Once the contract is completed, it is helpful to capture these learnings in a debrief document to feed
into the next procurement and sourcing strategy. This document should contain contract review
information including the following:

managed;

an overview of sustainability performance;

an analysis of key success criteria;

© IS0 2017 - All rights reserved

details about the sustainability risks (including opportunities) that occurred and how these were

details about the achievement of sustainability objectives and targets contained in the contract;
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— the key lessons for future contracts.

Each new sourcing strategy should draw on lessons from the previous one. This enables new thinking
to be incorporated into the process alongside a review of priorities and objectives to promote continual
improvement and drive more sustainable outcomes. Lessons learned from individual contract review
can be summarized periodically in order to review the performance of the sustainable procurement
strategy.

It is best practice to publish lessons learned in detail and in such a way that other organizations can
learn from them.
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Annex A
(informative)

Sustainable procurement issues

An organization and its procurement function should look at the sustainability issues holistically.
Taking ISO 26000 as a starting point, this means that the organization should consider all seven core

subjects and 37 sustainability issues, and their interdependence, when developing its [sustainable
produrement policy. An organization and, in particular, its procurement function shoul
that|efforts to address one issue might involve a trade-off with other issues. Partictillar improvements
targeted at a specific issue should not affect other issues adversely or create adverse impacts on the life
cycle of the organization’s goods or services, on its stakeholders or on its valueand supply dhains.

be aware

Table A.1 shows how the ISO 26000 sustainability issues relate to possible ptecurement actfions.

Table A.1 — Relation between ISO 26000 sustainability issues and\possible procure

nt actions

IS0 26000

Cqgre subjects and related
sustainability issues

Related actions and expeéctations for procurement

Core¢ subject: Organizational governance

An gverarching core subject, related to the informal or farnial system by which an organization ma
implements decisions including the fulfilment of its sogial responsibility.

kes and

Decision-making processes
and gtructures

Develop a procurement policy that reflects a commitment to sustajnability,

with clear objectives and ambitions.

Apply the principles of sustainable procurement (see 4.2) to procu
practices.and make their application visible through leading by exa
workingwithin performance and commitment frameworks, e.g. a §
code of ethical conduct.

Establish two-way communication processes with suppliers, contr
business partners and other stakeholders in the value and supply
sustainability issues with high relevance and significance.

Encourage an awareness of sustainable development among all em
involved in the procurement process.

Investigate innovative solutions for goods or services by adopting
such as LCC, goods as services systems (use instead of ownership),
lar economy.

ement
mple, and
upplier

hctors,
hains on

ployees

\pproaches
and circu-

Core¢ subject: Human rights

Based on infnrnnfinnn”y rnr‘ngnimnr‘l human righfc, inr‘]nding the Universal Declaration of Human R

ights, the

International Bill of Rights, the Declaration on Fundamental Principles and Rights at Work, the core human
rights conventions and UN Guiding Principles on Business and Human Rights.

Due diligence

Set up a due diligence process with a proactive approach to identifying the
actual and potential adverse human rights impacts of procurement decisions
and activities, with the aim of avoiding and mitigating those impacts.

Identify, prevent and address actual or potential negative impacts on human

rights, resulting from their activities by initial assessment of suppl

iers.
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