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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.

The procedures used to develop this document and those intended for its further mainten
dé¢scribed in the ISO/IEC Directives, Part 1. In particular the different approval criterianeedg
different types of ISO documents should be noted. This document was drafted in accordance]
edlitorial rules of the ISO/IEC Directives, Part 2 (see www.iso.org/directives).
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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.

Sustainaple procurement represents an opportunity to provide more value to the organizaticl)n
by imprpving productivity, assessing value and performance, enabling communication betwe¢n
purchasdrs, suppliers and all stakeholders, and by encouraging innovation.

This dochiment assists organizations in meeting their sustainability responsibilities by-providing 4n
understanding of:

— what sustainable procurement is;

— what the sustainability impacts and considerations are across the differefitiaspects of procuremept

activity: \
. N\
— policy; \/
\.'
— $trategy; V
— ¢rganization; »
— process;

— how{to implement sustainable procurement.
Figure 1 presents the structure of this document.

This dociiment is applicable to any organization, public or private, regardless of its size and location.
It is intemnded to be understood by any stakeholder involved in, or impacted by, procurement decisions
and prodesses. The implementation of this document takes into account the particular context anpd
characteristics of each organlzatloﬁ scaling the application of the concepts to suit the size of tte
organizafion. The adoption of this;document by large organizations promotes opportunities for small
and medjum-sized organizatig‘fbs’in their supply chains.
C\
Clause 4 provides an over¥iew of sustainable procurement. It describes the principles and core subjedts
of sustainable procurémeént and examines why organizations undertake sustainable procurement.
Importa:ﬂ consideration is given to managing risks (including opportunities), addressing adverge
sustainability impaets through due diligence, setting priorities, exercising positive influence and

avoiding complic}t&r.

Clause 5 proV1des guidance on how sustalnablllty considerations are mtegrated at a strateglc level
Wlthll’l tl C Pl ulul ClllCllL lJl ClLLlLCD Ul dll Ul salllLdLlUll, LU CIISuUuI© LllclL LllC lllLCllLlUll, uu CLLlUll Clllbl l\ y
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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%\O«Figure 1 — Schematic view of the content of ISO 20400
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INTERNATIONAL STANDARD ISO 20400:2017(E)

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, or impacted by, procurement decisions and processes.

2| Normative references

There are no normative references in this document.

3| Terms and definitions
For the purposes of this document, the following terms and definitignsapply.
190 and IEC maintain terminological databases for use in standafdization at the following add

— ISO Online browsing platform: available at http: //wwwxi (‘;.'or

— IEC Electropedia: available at http://www.electropédia.org/

311
circular economy
e¢onomy that is restorative and regenerative by design, and which aims to keep products, cor
d materials at their highest utility and~value at all times, distinguishing between techi
biological cycles

OURCE: Adapted from Ellen MacAtthur Foundation[24]]

342 ~
K

rk performed in conditions of freedom, equity, security and human dignity

\ -
OURCE: Adapted from1S0 26000:2010, 6.4.1.1, Box 8]

3.3 N

dfie diligence ="

process threugh which organizations (3.16) proactively identify, assess, prevent, mitigate an
for how they address their actual and potential adverse impacts as an integral part of decisio
and riskmanagement (3.22)

Fesses:

hponents
hical and

account
-making

3

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]

© IS0 2017 - All rights reserved
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ethical behaviour
behaviour that is in accordance with accepted principles of right or good conduct in the context of a
particular situation and is consistent with international norms of behaviour (3.9)

[SOURCE:

3.6

ISO 26000:2010, 2.7]

fair operating practices
operating practices that concern ethical conduct in an organization (3.16) and with other organizations,

such ass

Note 1 to
include th
the suppl
communi
services (1

[SOURCE}:

3.7
goods
items or

handled ¢r transported within the supply chain (3.32) for usage or consumptlon by the organization (3.1p

[SOURCE}:

3.8
indicato
measura

[SOURCE:

3.9

internat
expectat
law, gen
universa

Note 1 to

Note 2 to
intergove
organizat

Note 3 to

[SOURCE:

ppliers (5.5U]), WIthh whIcCh IU nas relationsnips

entry: In a sustainable procurement (3.38) context, fair operating practices can potentially extend
e relationships between organizations, their suppliers and organizations and others that interact wi
ers. These include interactions with government agencies, partners, suppliers, sub-contractors, a
ies, with the aim of promoting a healthy relationship between the companies that buy~goods (3.7)
.23) and those providing them.

Adapted from ISO 26000:2010, 6.6]

materials that, upon the placement of a purchase order, are being manufactured, processe

IS0 28001:2007, 3.11, modified — The word “purchaser? has been replaced by “organization

N
)

3
ble representation of the condition or status of operations, management, or conditions

[SO 14031:2013, 3.15]

jonal norms of behaviour R

ons of socially responsible orgahnizational behaviour derived from customary internation|
prally accepted principles of international law, or intergovernmental agreements that a
ly or nearly universally recoghized

P

entry: Intergovernmentr{l agreements include treaties and conventions.

'nmental agreemertts are directed primarily at states, they express goals and principles to which
ons (3.16) can-aspire.

entry: Interﬁétional norms of behaviour evolve over time.
l\

1S026000:2010, 2.11]

entry: Although cgétb}flary international law, generally accepted principles of international law anpd

to
h
d

pr

u\
—

]

e

11

3.10

7

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:

3.11
labour p

ISO 14031:2013, 3.17]

ractices

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

subcontr

[SOURCE:

2

acted work

Adapted 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
cqnsideration of fife cycte (3-12) i deciSion-MaRINg or developMeNnt Processes

3{14
life cycle costing
LCC
method for calculating the costs of goods (3.7) or services (3.23) throughout theirfife cycle (3.1j2)

315
objective
rgsult to be achieved

[JOURCE: IS0 9000:2015, 3.7.1, modified — Notes to entry have been-deleted]
S\
3{16 >

organization )
A

pérson or group of people that has its own functions with résponsibilities, authorities and relafionships
td achieve its objectives (3.15) J

)

Note 1 to entry: The concept of organization includegybut is not limited to, sole-trader, company, cofporation,
fiym, enterprise, authority, partnership, association, ‘charity or institution, or part or combinatioh thereof,
whether incorporated or not, public or private.

[JOURCE: ISO 9000:2015, 3.2.1, modified & Note 2 to entry has been deleted]

317 N\

policy (
intentions and direction of an rganization (3.16) as formally expressed by its top managemerft

A
[JOURCE: ISO 9000:2015,.315.8, modified — Note 1 to entry has been deleted]

318 O
procurement A2
adtivity of acquiritigigoods (3.7) or services (3.23) from suppliers (3.30)

Note 1 to entr{; The procurement process considers the whole cycle from identification of needs thropigh to the
erld of a ser;/\ic s contract or the end of the life of goods, including disposal.

Note 2 0 }entry: Sourcing is a part of the procurement process that includes planning, defining spefifications
(3;@) 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.

[SOURCH: TSO Guide 73:2009, T.T, modified — Note Z to entry has been changed]

3.21
risk ass¢ssment
overall process of risk (3.20) identification, risk analysis and risk evaluation

[SOURCE}: ISO Guide 73:2009, 3.4.1]

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

[SOURCE}; ISO Guide 73:2009, 2.1] o)

3.23 )

service

results generated by activities at the interface between a Suppller (3 30) and a customer and by suppli
internal gctivities to meet customer needs

(U
—

[SOURCHE: ISO 5127:2001, 5.5.01]

3.24
small anfd medium-sized organization
SMO
organization (3.16) defined by a number of-employees or size of financial activities that fall und
certain thresholds, which vary from country to country

N\

1
—

3.25 N
social re¢sponsibility C

responsipility of an organizatjon (3 16) for the impacts of its decisions and activities on society and the
environment, through transpdrent and ethical behaviour (3.5) that

— contributes to sustal'rgb‘ble development (3.37), including health and the welfare of society;

— takep into acceuit the expectations of stakeholders (3.28);

. D . . L . .
— isin compllance with applicable law and consistent with international norms of behaviour (3.9); and

— isinf egwied 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.

[JOURCE: ISO 26000:2010, 2.19, modified — Note 2 to entry has been changed]

3{28
stakeholder
individual or group that has an interest in any decision or activity of an organization-3.16)

[JOURCE: ISO 26000:2010, 2.20]

3]29

subcontractor

onganization (3.16) or individual contracted by the supplier (3.30) to perform a specific part of 4 contract
330 D

supplier X
onganization (3.16) that provides goods (3.7) or services (323}

[JOURCE: ISO 9000:2015, 3.2.5, modified — The word$ “a product or a service” have been replaced by
“doods or services”]

3/31
Idcal supplier
sypplier (3.30) to the organization (3.16) that'is based in the same geographic market

Note 1 to entry: The term “local” can refer to the surrounding community operations, to a regior] within a
N\
cduntry, or a country. >

(

3{32 N

sypply chain ¢

sqquence of activities or parties that provides goods (3.7) or services (3.23) to the organizatior (3.16)
~N

[JOURCE: ISO 2600062010, 2.22, modified — The word “products” has been replaced by “goods”]

3133 Q”

sustainabilit

stiate of the global system, including environmental, social and economic aspects, in which the needs
of the pre?e‘nt are met without compromising the ability of future generations to meet their own needs

X
Nopte 1 to entry: The environmental, social and economic aspects interact, are interdependent and|are often

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
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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
sustaina

ble development

development that meets the needs of the present without compromising the ability of future generatio

to meet t

Note 1 to
prosperit
economic
be treateq

[SOURCE}:

3.38
sustainag
procuren
over the

Note 1 to
services (3

Note 2 tq
objectives|

3.39
tier 1 su
supplier (

3.40

transpar
openness
willingng

[SOURCE}:

3.41

universa
design of
greatest

heir own needs

 with social justice and maintaining the earth’s capacity to support life in all its diversity. These soci
and environmental goals are interdependent and mutually reinforcing. Sustainable development c
as a way of expressing the broader expectations of society as a whole.

ISO 26000:2010, 2.23]

N

"/

ble procurement X

entire life cycle (3.12)

N
)

entry: Sustainable procurement involves the sustainabilit)} aspects (3.34) related to the goods (3.7)
.23) and to the suppliers (3.30) along the supply chaqins(3.32).

(3.15) and goals and to sustainable development (3.37) in general.

pplier -\

3.30) providing goods (3.7) or services (3.23) directly to the procuring entity
\

ency Q

ss to commumcaté these in a clear, accurate, timely, honest and complete manner

ISO 26000:2010, 2.24]

>

\X
1 design."

extgr'lt possible, without the need for adaptation or specialized design

entry: Sustainable development is about integrating the goals of a high qualitycof life, health and

ent (3.18) that has the most positive environmental, social and economic impacts possible

entry: Sustainable procurement contributes4o the achievement of organizational sustainability

about decisions and\actwltles that affect society, the economy and the environment, and

goeds (3.7), environments, programmes and services (3.23) to be usable by all people, to the

h1,
N

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”]
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Understanding the fundamentals

4.1 Concept of sustainable procurement

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
T

2 Principles of sustainable procurement

he main principles for sustainable procurement are the following.

Accountability: An organization should be accountable for its own impacts onsociety, the

economy

and the environment. In the context of procurement, this specifically includes accountability for

impacts and for those on the organization’s supply chains, with a life cyele perspective on
services.

Transparency: An organization should be transparent in those decisions and activities th
the environment, society and the economy. In the context of procurement, this specifically

goods or

ht impact
includes

being transparent in its procurement decisions and activitiessand encouraging its suppljers to be

transparent. Transparency is the basis for stakeholder dlalogue and collaboration.

Ethical behaviour: An organization should behave ,ethlcally and promote ethical b
throughout its supply chains. N\

Full and fair opportunity: An organization should avoid bias and prejudice in all pro
decision-making. All suppliers, including local suppliers and small and medium-sized orga
(SMOs) should have a full and fair opportunity to compete.

ehaviour

urement
hizations

Respect for stakeholder interests: A organization should respect, consider and respond to the

interests of stakeholders impactedby its procurement activities.

Respect for the rule of law arid international norms of behaviour: An organization should|
be aware of any violationsthroughout its supply chains. It should actively encourage its su
abide by these rules and-assess and address compliance as situations require.

/

Respect for human-ights: An organization should respect internationally recognized hum

Innovative solutions: An organization should seek solutions to address its sustainability g
and encourageinnovative procurement practices to promote more sustainable outcomes th
entire supply chain.

\¢ L . .
Focus. en needs: An organization should review demand, buy only what is needed and s
sus\tainable alternatives.

strive to
bpliers to

hn rights.
bjectives

Foughout

ek more

Ihtegration: An organization should ensure that sustainability is integrated into all

existing

procurement practices to maximize sustainable outcomes.

— 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
from its procurement activities.

resulting

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:

NOTE Annexes A and B provide further information.

4.4 Drjvers for sustainable procurement

The motjvations of organizations for practising sustainable procurement differ depending on the
type of prganization and the context in“which they operate. Drivers for sustainability should be
analysed|to help define the sustalnablhty objectives and goals for the supply chain and to aid internjal
communjcation.

EXAMPLH If an organization ig"driven by competitive advantage, public policies, environmental protectipn
or human|rights, then the sustaipability objectives and goals need to be aligned with these elements.

When top management has “éstablished the extent to which the organization is motivated towargs
sustainable procuremefit b’y specific drivers, it is possible to link them to the core subjects (see 4.3
issues and aspects aridthen to develop objectives and goals.

Example} of sustainable procurement drivers are:

organizational governance: decision-making processes and structures;

human rights: due diligence, human rights risk situations, avoidance of complicity, resolving
grievances, discrimination and vulnerable groups, civil and political rights, economic, social and
cultural rights, fundamental principles and rights at work;

the gnvironment: prevention of pollution, sustainable resource use, climate change mitigation and
adaptation, protection of the environment, biodiversity and restoration of natural habitats;

fair |operating practices: anti-corruption, responsible political involvement,fair competitign,
prompoting sustainability in the value chain, respect for property rights;

conspmer issues: fair marketing, factual and unbiased information, faiy contractual practicgs,
protecting consumers’ health and safety, sustainable consumption, cottsimer service and suppoft,
and fomplaint and dispute resolution, consumer data protection and privacy, access to essential
servjces, education and awareness;

\S
community involvement and development: community ifivdlvement, education and cultute,
employment creation and skills development, technology ‘development and access, wealth and
income creation, health, social investment. \

\

\4.

custpmeér; ‘responding to customer and consumer sustainability expectations, such as safety,
enviroirnental benefits and universal design throughout the supply chains;

competitive advantage: in competitive markets the ability to offer goods or services considering a
sustainable value proposition supported by the supply chains can be a differentiator;

NOTE1 This can also be an advantage to the supplier as well as the purchasing organization.

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 competitiveness, 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, prlce volatility and access to supply, financial liabilities,

bhical avmociieac oo dx anaerating llicancac

NN di+ha <le ata il + 1
lll\.ll ul/ wllricar MAPUOMA Co dIifu uIIc l l;Jl\;J uoou\.lu\.\,u VV ICIr UP\'I u\-lllB IICTCIITTC O,

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

investor confidence: sustainable procurement might improve scores fromgrating ager
attract investment;

workers: paying attention to sustainability issues, including promotion of decent work, c3
greater productivity and attract, motivate and retain talent;

supplier commitment: paying attention to sustainability issués)can lead to improving|
relationships, leading to an improved supplier contribution td«rganizational objectives;

"/

cost optimization: optimizing use of resources can lead\to cost savings, reduced envir
impacts, economies of scales and improved return ondnvéstment;

economic value creation: assessing more comprehensive life cycle cost and benefit inform
help the organization to be more effective;

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

organizational ethics: paying attentien’to sustainability issues can enhance the ethical beh
the organization and increase alighment with the organization’s culture and values.

(

5 Key considerations far'sustainable procurement
S

5.1 Managing risk (including opportunity)
™\

sk management isCdynhamic, iterative and responsive to change. Organizations should man|
stainability risks':(including opportunities) related to procurement activities.

e objective ofrlsk management in the context of sustainable procurement is to identify, prio1

cludes cbhadermg how suppliers throughout the supply chains are capable of meeting sust:
qulrements such as those associated with monitoring and auditing.

W

supplier

cies and

n lead to

supplier

bnmental

htion can

promote

aviour of

age their

itize and

anage thevifiternal and external risks (including opportunities) related to procurement activities. This

hinability

LAt it e dema coppnctly picly oo oan e oo T d aeciin shok sl cigas ficant o
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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.
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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 dilig

ence is a way to address adverse impacts:

— when organizations identify potential adverse sustainability impacts in their supply chains,.th
shoulld seek to prevent or control them;

— when organizations identify actual adverse sustainability impacts in their supply chairis, th
shoulld seek to treat, remediate or control them.

The orggnization should implement a due diligence process to address adversesimpacts and |

account

4.5.3 S

Setting
opportuf

le for it.

etting priorities for sustainability issues

lities) and to deliver the maximum contribution to sustainable development.

)
Organizgtions should prioritize issues (e.g. those listed in AnnexXA}"in consultation with stakeholde

using the
a) Rele
factg

1y

following iterative process.

N
)

rs such as:

onnection with core activities (processes, g00ds or services) of the organization;

2) linkage to legislation, regulations and ihternational norms of behaviour;

3)
4)

b) Sign
decis

1

2)

3)
{

ictivities in the supply chains orwithin the organization’s sphere of influence;

gector-based initiatives inclgdfng codes of conduct.

ions of the organization, determined by factors such as:

3

(-
geverity of adverse Sustainability impacts linked to their intensity, frequency of occurrend

ind distributien through the supply chains;

potential efféct of taking action or failing to take action on sustainability and stakeholders;

. “\ . . . .
gocietallexpectations of responsible behaviour and level of concern of stakeholders regarding

he im‘pacts.
)

priorities enables the organization to focus its efforts on\ managing risks (including

Fance: Analyse whether the sustainability issue applies to the organization, determined lpy

ficance: Analyse which(relévant sustainability issues are most impacted by the activities afd

I

by

2

e

€,

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.

10
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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 performatice in terms|of future
sales, reputational advantage, capacity-building assistance, etc.;

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

f)] the ability of the organization to collaborate with other buyers including industry peers, to

incentivize improved performance; \
g] the ability of the organization to engage government ir’requiring improved performange by the
supplier through implementation of public policies, monitoring, sanctions, etc.

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

4/5.5 Avoiding complicity

Through its procurement activity, an organization should avoid being complicit in the wrongful acts of
other organizations that cause adverse(sustainability impacts.

N\

While their boundaries are impre€ise and evolving, three forms of complicity can be describrer]i:
ission of

— direct complicity: this_gecurs when an organization knowingly assists in the com
wrongful acts; ~\

— beneficial compl(icit}r: this occurs when an organization benefits directly from wrongful a¢ts;
— silent complici{'y: this occurs when an organization fails to raise the issue of wrongful acts.
NOTE Ann\gf{ A provides further information.

\V
5| Integrating 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 wiitten plan, often called a “strategy”, which outlines how an organization’s procuremept
interjtions and directions will be delivered: this should outline the key objectives and targets afpd
include a basic work plan.

Some organizations might not create separate documents. The ultimate goal shouldtbe to emb¢d
sustainability into existing procurement documents.

5.2 Clarifying accountability

Clear acdountabilities for sustainable procurement should be established.CAfr’example can be seen fn
Figure 2|The accountability at the top management level usually resides \Qlth the head of procurement.
This arrdngement plus integrating sustainability into the teams’ objectlves and job descriptions might
be sufficjent. \

In an SMP, the owner or manager plays a more important role, partlcularly in the absence of a distinfct
procurerhent department and/or manager.

—

Top manageniéent

Accountable \
Developing the
shistainable procurement

trategy in line with the \
ofrganization’s strategies, A\
including that for W)
sustainability e Procurement Supportive
- N management Sustainable procurement lead
o) = Driving the programme
¢
\V Staff
N
X
\ v
7 2 Individiatswwho=at
Executing the sustainable 1‘esp0nsible for the
g tst
SIS AISEY actual procurement
through sourcing
strategies

Figure 2 — Example of roles and levels of accountability for sustainable procurement
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5.3 Aligning procurement with organizational objectives and goals

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

If
uj

5
T

In

It
th

EJ
o]
re

T
C(
C(

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

amd align the objectives with the procurement goals, applying risk management.

sustainable procurement policy should:
reflect the organization’s values, principles, objectives and goals;
reflect the organization’s commitment to sustainability;
align clearly and precisely with the organization’s policies;

take into account the three pillars of sustainability: environmental, social and
considerations;

N\

address the principles of sustainable procurement. N

\.J

derstand the need to embrace sustainability, to formally determine the strategic intent

4 Understanding procurement practices@nd supply chains

e procurement function should interpret thé organizational sustainability policy and strate

order to set priorities for sustainablé-procurement an organization should have an overviey
N\

its procurement practices;
N\

its supply chains. AN

/

is important to recoghize that the organization’s practices which influence procuremer
emselves, give rise-to-sustainability adverse impacts.

KAMPLE Late payment, unrealistic delivery requirements, overly aggressive price negotiation,
abusive litigation of third parties’ intellectual property, unfair competitive practices, penalties, and
spect international norms of behaviour.

)

his, in tgir\n, can damage the reputation of the organization with potential impacts on st3
nfidence, investor confidence, employee satisfaction and retention, customer satisfac
rieinuity of supply. Effective management of these issues can give rise to improved

bconomic

an organizational policy or strategy does not exist, thenytop management should be ernfgaged to

ions and

gic goals

v of:

t can, in

disregard
failure to

keholder
tion and
supplier

performance and stakeholder satistaction.

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

— COore 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 im

plementing the sustainability objectives of the procurement policy the organization should:

— validate strategic objectives through appropriate decision-making;

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

— get

— effed
(see

— depl
(see

needed to achieve the objectives are available;

— asse

— shar
sust

— revid

Top man
challengg
and sust

6 Org

6.1 Governing procurement A

6.1.1 (

The prog
sustainal
isrepres

[t is impq
new gove
issues su
and othe
how pro

1 1 h rad
TUOTSCIIICTIL dITU SPOIISOTSIIP ITOHT tOP IIAalldgCIICIIL,

Table 1);

y the policy and strategy throughout the organization (see Clause 6) and procuremeént proce
Clause 7), ensuring that clear roles and responsibilities are established and the resourc

bs and monitor implementation;
b commitments, progressand results with all relevantstakeholdersand learn from stakeholder
hinability expertise and experience; N

"/

w the implementation and strive for continual improvement:

N

t and empower individuals who are responsible for the’actual procurement to seek innovati

Anizing the procurement function towards sustainability

N\

yovernance A

urement function sh,ou']li' be thoroughly analysed before focusing on the implementation

ented within the orgdnization.

rtant to integrate sustainability into existing governance arrangements and not to develop
prnance programme. Organizations often have a group of people to provide governance ov
ch as approving procurement strategies, gateways and commitments, monitoring savin

tively communicate to all relevant stakeholders, both internal and external to the organizatign

agement should articulate their vision of long-term sustainability outcomes and should

hinable solutions. Leaders should be capable of andarilling to provide guidance, mentoring and
advice. Njote that leadership can exist at all levels of organization.

ple procurement. This,\includes assessing the maturity of the procurement function and howyi

N

ye

a
eI

DS

r funetional key performance indicators (KPIs). There should be a clear connection betwes

Procurer

committee.

6.1.2 Procedures and systems

20!

Furément is governed and the sustainability issues and impacts described in this document.
hent people should also be included within an existing sustainability group or interr_i[al

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

14

systems) to support their workflow and procedures.
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6.2 Enabling people

6.2.1 Organizational culture

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—tobetter understand-and-support-sustainabili ndividual behavicurisalsoof fundamental
nce to successfully implementing sustainable procurement. Those individuals tasked with
d¢livering sustainable procurement should be enabled to do so through a supportive oxgarlizational
lture, performance management, education, training and support.

Inftroducing a relatively new concept to staff requires carefully managed_sintégration [into the
organizational culture. The organization should develop a culture that embraces chang¢ and an
environment where collaboration, innovation, effective communication ahd appropriate taking of
risks (including opportunities) is encouraged. Key stakeholders should bé encouraged to netyvork and
engage in internal and external groups. This can provide both learning, benchmarking oppdrtunities
aId capture mutual benefits.

N\

The organization should identify the learning and development needs of those involved in the
procurement process. However, people involved in procurement are not expected to be sustginability
experts; and professional sustainability advice and supportshould be made available to them.

N

6J2.2 Performance management

Ensuring that sustainable procurement is incorporated into performance management will help
aghieve cultural change. Sustainable procuremeént objectives and goals should be included, forfexample,
in the following:

— collective and/or individual performance agreements and objectives;

staff development reviews angd evaluations;

— incentive plans or other Keward and recognition arrangements.

6,2.3 Learning throug'li collaboration

[t]is important that,thél\érganization maintains an awareness of sustainability issues and good practices,

which can changeZrapidly. Organizations might work collaboratively with their industry pleers and

sypply chainsc#o share knowledge and develop better practice. Bad examples or worst case §cenarios

can also be useful to learn from. Reports from non-governmental organizations, financial ingtitutions

of specialized media sources might also be beneficial.
N

X
6 2.4/ v Guidance

Appropriate tools and guidelines can assist procurement professionals to achieve sustainability
objectives, 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‘on the
organization
Type of stakeholder Examples of stakeholder Examples of stakeholderinterests
Protect image
Improve brand reputation
Top management/entrepreneurs Gain competitive-advantage
Support innovation
Increase ifiyestor confidence
Manage;procurements risk (including op-
pofutities)
Procurement employees Reduce costs
) |Sustain innovation
Motivate buyers
Buy or use goods or services that are more
Internal functions Specifiers ]sgustainable . .
nsure goods and services are fit for purpoqe
C Ensure goods are authentic
N Comply with production schedules
Production employees Improve efficiency
A ': Check product quality
¢ ;\.‘ Improve sustainability performance
Sogié)f/fe's,ponsibility/sustainability people |Supportinnovation
LV Create value through social responsibility
\¢ \ Other internal people (finance, health and [mprove health and safety
< safety, human resources, operational man-|Monitor payment terms
" agers, etc) Return on investment
7
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Type of stakeholder

Examples of stakeholder

Examples of stakeholder interests

Suppliers (tier 1, 2 and beyond)

Receive prompt payment

Receive a fair price

Gain customer insights

Obtain fair contracting conditions

Create demand for goods or services thatare

pply Chraits

- Ll
IHIUIrc susialiiauic

Subcontractors/workers

Receive fair contracting condition

UT

Be provided healthy and safe working fonditions

Business partners, consultants

Improve collaboration
Innovate

Create mutualbenefits

Customers, clients and users

Buy or use more sustainable goods dr services

Local community

Support{local employment
Pronteté wealth and income creatjon

N\
Enjoy healthy environment

A

Governments, public sector, academic; iptér-
national agencies N4

v

Protect human rights
Promote access to essential services

Protect the environment

(ther stakeholders Foster collaborative research
Non-governmental organizations (NGO) Create awareness for amore sustainable society
Trade unions/workers Achieve better working conditions
Mitigate negative financial impactfs
Investors, finaucial sector, rating agencies |Reduce uncertainty
. Support responsible return on invpstment
A N
N\ Motivate industry actors
Sector'association peers o .
C 5 Promote good sustainability practices
«\ -
N -
6 supply chains

01
th

<

3.2 Engaging the

a lo«néer-term initiatives that go beyond the duration of the contract or engagement; and/(

order to fully'manage sustainability risks (including opportunities) throughout its supply dhains, an
ganizatiommlight need to engage one or a group of suppliers, partners or subcontractors in i
at go bezgn\d contractual requirements (see Clause 7). This could include:

hitiatives

r

[z}

suppliers.

1 | £ firxid o H 4+ i | £ L 1. d : 1
DIUAUTT STOUPTUT ACTIVITY, T.C. - dLTUSS VATl TOUS TUIIT AL TS dIIU TITg dSTTITCIL, T IICT TS 54l y, uc_yun tler

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

organization have been identified;

important;

the interests, needs and capacities of suppliers (beyond tier 1), subcontractors, partners and the

the relationship that these interests establish between the organization and the supplier is direct or

— aclear purpose and expectations for the engagement are understood;

© IS0 2017 - All rights reserved
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— the organization and its suppliers have the necessary information and understanding to make
decisions; 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:

— industry or commodity based sustainability initiatives;

— suppli g
capapilities over time, including sustainability;

— suppllier relationship management initiatives, which aim to develop structured relationships with
criti¢al/strategic suppliers, subcontractors or partners in order to achieve greater levels, of‘benefifts
and Innovation, including sustainability;

— capagity building programmes, which might be required to improve alignment between the
orgahization and suppliers, with a specific consideration to SMOs;

— suppllier diversity initiatives, which aim to increase business opportunities for under-utiliz¢d
groﬂ)s of suppliers by including them in procurement decisions.

6.3.3 Engaging other stakeholders .
External|lengagement should be aligned with the organization’s apﬁroach and should be coordinat¢d
with extprnally facing functions such as customer and investor relations, public affairs and social
responsibility. v

Governmlent can be an important stakeholder to assist and'support a level playing field as regulators can
offer inc¢ntives to improve sustainability practices, especially in cases where sustainability initiatives
are insuffficiently competitive. In these cases, an organization could exercise influence by working with
the govefnment to set policy and standards. Mefeover, as a public buyer, government can also have gn
important role to play in driving external stakeholder behaviour towards sustainability.

Non-gové¢rnmental organizations, trade_unions and workers’ representatives can be importapt
stakeholglers in assisting an organization to raise awareness of sustainable practices. Engaging thepe
stakeholglers might create conditionsor a positive dialogue with other stakeholders including the lodal
communjty. G)

\ -
External| engagement can _be-0n a one-to-one basis or can potentially be more effective through
partnering with groups sich as trade/sector organizations, government supported groups and nop-

governmental organizdtions including those focused on improving sustainability performance.

When engaging in-direct peer-to-peer dialogue, care should be taken to ensure that any engagementfis
ethical ahd cannbait’be deemed anti-competitive. Due consideration should also be given to protectipg
confidentialinformation or intellectual property, protection against bribery or fraud to avoid complicity

o N
(see 4.5.3) 5

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;
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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 sustainability objectives of the procurement policy and strategy should be transformed into
operational priorities for the procurement function through risk management. This can be dorfe using a
vdriety of approaches, e.g.

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

— organizational practices influencing procurement, including contsacts, context analysis, efc.

=\

6:4.2.2 Using a category approach S

The outcome of this work should be embedded into the key documents of the organization such as the
systainability strategy, procurement strategy, risk register and category plans.

Miany procurement functions implement a categofy fnanagement approach. It usually redqults in a
cgtegory plan, which should include sustainability~¢onsiderations.

The category plan should be a collective exercise between relevant individuals in the orgdnization.
This could include technical individuals who are responsible for the actual procurement with a deep
understanding of the category of supply, sustainability specialists, or customer facing pepple who
uhderstand customers’ needs and expectations. The organization should consider:

—t the purchase volume and/or expenditure of the category, across the short, medium and lopg terms;

K
—t the risks (including oppbortunities) related to goods or services, the supplier practices and key
sustainability issueﬁ; D,

—} criticality to the‘gperations;

-
.

— the country~c~ontext;

— application of public policies relating to sustainability, including expected changes;
X\

—t futhre operational requirements.

6.4.£3 Using asupplierapproach

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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6.4.2.4

Identifyi

3)
4)

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

review 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;

pportumtles) further down the supply chain improving supplier capacity (see 6.3.2);

yvorking with organizations with a significant influence in operational relationships, €)g-tiern
suppliers, traders, dealers, merchants, intermediaries, distributors;

gnalysing how organizations” prices and commercial conditions make it easier for suppliers
anage their supply chains;

¢xamining which suppliers the organization has developed a strategi¢ relationship wit
including the quality and depth of it.

Congider the capacity to influence which might exist where the orgamzatlon has the ability to effe
chanfge in the practices of the supply chain. O

Focufs on risks (including opportunities). v

Mapjall suppliers in high priority categories. »

If thg

map|those suppliers and address prioritized sustainability issues.

Using a sustainability issue approach

procurerhent per sustainability issue cafi support consultation with key stakeholders such as tho

involved

diversityland intellectual property. <

Figure 3 |s an example of mappi\ﬁg categories to sustainability issues.

20

b organization has a strategy to select critical sugpliers for supplier relationship management,

g top-priority categories, suppliers; contracts and organizational practices influencing

in risk management, social responsibility, occupational health and safety, environment,

Lo

3§
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\ Sustalnabxllty
Sy issues: Issuel (e.g. Issue 2 (e.g. Issue 3 (e.g.
Purch S climate health and local Issuen
c:tr:goarsye \x\ change) safety) employment)

Category 1 (e.g.

cleaning services)

0
th
re

It
01

N

6

6

construction) ///?'//A'V///A

Category n

High impact

Low impact .

Figure 3 — Example of sustainability issues i)er category and their level of impac

ich sustainability issue should be:
aligned with the core subjects of sustainable procurement (see 4.3); and/or
aligned with the key issues as,defined by the sustainability policy of the organization.

hce this mapping is done, it can be consolidated by a life cycle assessment if appropriate. The
e life cycle assessment sheuld be decided by the organization taking into account the purpos|

sources available. 'S

-

o
might also be useftt to undertake the same type of analysis to include suppliers, con|
ganizational practices influencing procurement.

DTE Annéx-L’provides more detailed examples.
\8]
5 Me?éurmg and improving performance

X

extent of
e and the

kracts or

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:

— establishes a baseline measurement, associated sustainability goals and KPIs;

— 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:

Measure
outcome
responsi

Timeisn

indicator
and the b

6.5.2

Reporti

processindicators: related to the measurementand monitoring of progress towards the achievement
of organizational policy, objectives and goals, etc.;

outp
impl

outc
that
orga

its systainability practices;

imp3
posit

peded for the impact of a sustainable procurement progtamme to progress from organization

ut indicators: related to the measurement of the outputs of the sustainable procurement poli
bmentation and of the sustainable procurement process itself;

bme indicators: related to the performance of the organization, especially these-asped

hization-wide sustainability issues to enable the organization to better monjtor‘the impact

ive/negative, actual/potential, direct/indirect, short-term/long-term,jintended/unintended

5. Consideration should be given to surveys and feedback provided by individuals who a
ble for the actual procurement and to feedback provided by suppliers.

s to outcomes, and eventually to the impact of the @rganization on society, the environme
roader economy.

including

The orga

infor

the 1

eporting
can happen at a number of levels (seé.Table 4) and involve a large number of stakeholdel

hization should ensure that:

suppliers that are increasingly beinglasked for sustainability data from a variety of customef

\
mation moving through théselevels is interconnected and transferable;

P

eporting burden on suppliers is minimized.

( .\-
)

Table 4 <Lievels of reporting and examples of reporting activities

are affected by the sustainable procurement process: these indicators can bealighed to the

ct indicators: related to significant economic, environmental and sécial impacts that arfe:

ment can be qualitative or quantitative and can be applied to thﬁ pfocurement practices and

Ly

ts

of

e

wn
<

Rep(rrti‘ng levels Examples of reporting activities

Exteﬁnal stakeholders Annual report, sustainability report

Orgamxzation's top management Top management reports summarizing progress on
X

key initiatives, dashboards

N

~Z __ Procurement function Reports to procurement management on QpP(‘ifi(‘ init

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;

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 pe

yearly);

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

riod (e.g.

a(

6

A
0
rq
01
chi
re

T

SY
in

6

St
su
th
is

T
ey

om the issues deemed important by others outside the organization.

F¢r grievance,fnechanisms to be effective, they should be:

ensuring that the information is clear and without jargon;
ensuring that the processes by which information is collected and reported is reliable and

pbmmunication should be complete, understandable, responsible, accurate, balanced, tir
cessible.

5.3 Benchmarking

h organization might choose to benchmark itself against peer grganizations and docume
he way to do this is by means of comparison with formally éstablished indices, e.g. a n
bust sustainability measurement indices are available, which ‘take into account many aspe
ganization’s practices, including how it manages its supply chains. These are not limited
ain activities but take into account many aspects of ‘an ‘organization’s practices, includi
lating to its supply chains. \

stems, process and performance with those_of‘its peers. However, benchmarking can als
creased focus being placed away from the.organization’s significant issues, due to focus bei

6 Establishing a grievance mechanism

akeholders, especially vulnerable ones, should be able to bring their problems, complainf
ggestions to the attention«f'the organization, and seek redress. The organization should
is by establishing a grievance mechanism through different channels, depending on the sust:
sues being reported. j

his mechanism CQLﬂﬁ\‘OffeI‘ additional opportunities for recourse and redress, beyond avail
isting channels.¥on-state mechanisms could also contribute to strengthen state institution|

robust.

hely and

nt them.
imber of
cts of an

o supply
ng those

he benefits of benchmarking relate to understandiifg current trends and comparing the orgapization’s

o lead to
g placed

s and/or
facilitate
hinability

able pre-
S.

a) baseqkbn engagement, dialogue and mediation: the process should look for mutually agreed
solytions through engagement between the parties and the right to appeal;

b}—fegitimatetoenable-trustfrom-the-stakeholdergroupsfor-whoseuse theyareintended;4dnd being
accountable for the fair conduct of grievance processes;

c) 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;

d) safe: to protect the stakeholders against potential threats and retaliations through a secure,
anonymous independent and two-way communication system;

e) 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 monitoring
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

infor

mation 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;

In contr
in mitig:
stakehol

7 Inte

7.1 Building on the existing process

Clause 7
procurer
Individu3
relevance.
a paralle

Figure 4

1echanlsm and preventlng future grlevances and harms

buting to sustainable procurement, grievance mechanisms can play an importdnt rdle
iting negative impacts in supply chains and in providing access to remedy for affect¢d
lers.

grating sustainability into the procurement process

N\

addresses the procurement process and how each process ste'p\can incorporate sustainaﬂl
nent practices. It is intended for individuals who are respensible for the actual procurement.
\ls who are responsible for procurement in associated functions might also find this clause jof

. Sustainability should be integrated into existing procurement processes and the creation fof

process should be avoided.
j[lustrates a typical procurement process flow and'is used as the structure of this clause.
\\(J
LANNING
Pngg_g}ﬁg a sustainable
o Guurcing strategy
\
N
N\
AN
\
6 REVIRWING AND Lmnﬁma 7.3 INTEGRATING SUSTAINABILITY
FROM THE CONT REQUIREMENTS INTO THE
SPECIFICATIONS
Eval
e a @h%lbm :::‘i Establishing specifications that address

sustainabil = i ok
sustainability criteria

Sl \ y 4

7.4 SELECTING SUPPLIERS

management

3

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 fulfi

24

lled by goods, processes or services.
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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, copsumers,
customers, suppliers beyond tier 1);

— define sustainability criteria that suppliers can respond to, while achieving value for'money.

These elements should then be integrated in a sourcing strategy. This-<allows sustginability
considerations to become part of strategic decision-making. Key elements of sustainable pro¢urement
planning are shown in Figure 5.

7.2.2 Assessing
sustainability risks \
(including opportunities) | \ X

\.J
4
NS
\ vV

7.2.3 Analysing the costs | .
lysing K R

D' & Q"
>, \ 7.2.6. Completing the
/7' sourcing strategy

7.2.4 Analysiiig //

organizational needs ;
N |
——
~ -
¢ ?\,\' 7.2.5 Analysing the /
A market i
\¢
2\ Figure 5 — Inputs into a sourcing strategy

)
7.2.Z Assessing sustainability Tisks (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:

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

— sustainability experts who can provide technical advice on matters such as labour and human
rights, health and safety, environmental management and legal issues;

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

Together
used, sud

The life
a produc
distribut

7.2.3 4

Itis impd
LCCisar

a) total

1)

with an assessment of sustainability risk (including opportunity), various approaches can |
h as the life cycle approach and LCC.

"ycle approach consists of assessing sustainability impacts associated with all the stages
t’s life from cradle to grave, e.g. raw material extraction, materials processingsmanufactuy

jon, use, repair and maintenance, and disposal or recycling.

inalysing the costs

rtant to consider all the costs that will be incurred during the lifetinie-of the goods or service
hethod that could be used to analyse the costs. It consists of: N

N
\J

cost of ownership, including:

4

\ >

purchase price and all associated costs (delivery, installatioh, insurance, etc.);

2) ¢perating costs, including energy, fuel and water use,'spares, and maintenance;

3) ¢
b) posit

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

ive or negative externalities which can be menetized, including:

1) for the organization: costs and benefits‘of risks (including opportunities), i.e. the evaluation

2) for society: the cost of environmental externalities and the cost of social externalities (e.g.job

When as
documen
cycle cos

Figure 6

osts associated with risk (including 9pportunity) mitigation and benefit realization;

\

reation or job losses). <

sessing the costs using @nLCC approach, the organization should indicate in the procureme

ts on the basis of:cheHata.

.

provides an oyepview of LCC.

Non'-m_o}letized All lif 1 di
V@ P 11e cycC ecosts an lmpacts
s.x\m\ rnalities |:>

o Costs/benefits

26

ts the data to be provided by the tenderers and the method to be used to determine the life

e

of

ht

X
i Costof externalities |:>.I Life cycle costs (LCC)

enviran mnnt:ll;l’cnri;}i
— — e} = — . —— —

of risks/opportunities

Acquisirion, use 2
%o of itorcests |::> Total cost of ownership

(TCo)

|L—_-—

Purchasing Price :> Price

< Organization Society >

Figure 6 — Overview of LCC
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.2.4 Analysing organizational needs

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;

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

than m/\rning;

T
m
le
ul
01

A
N
7
o

aggregating and/or consolidating the demand;
sharing use between divisions or organizations;

encouraging recycling, repairing, reusing or repurposing of older goods;

environmental and labour practices throughout supply chains;

using recycled/renewable materials.

N\

his illustrates the concept of a circular economy. o)

"/

he organization should consult key internal stakeholdérs® to assess the feasibility of

stainable solutions and adapt recommendations, and engage them to support the changes

here external stakeholders participate in determining;the demand (e.g. government organiz
ight be necessary to engage them upfront in examjning options.

2.5 Analysing the market

he objective is to gain a thorough understanding of the existing and future capability of t
arket to support the organization’s sustainability needs, while providing the same or an
vel of price, functionality and quality of service. Market analysis can enable the organi

ganization’s buying power. _
h organization can be a poverful enabler of economicinclusion for all types of supplier. Iflocal

ith disabilities, or mdlgenous communities) are identified as significant in the prioritiz3
ganization should Thke sure that the market research focuses particularly on these groups

.

S

- o

N
rew technologies;

determining whether outsourcing is required and how to extend the iseope of responsibility for

potential
Fequired.
htions), it

e supply

improved

zation to

nderstand whether the sustainability criteria reduce or increase the level of competition and/or the

uppliers,

M0s and disadvantage(\i populations and communities (e.g. suppliers owned and/or employifg people

tion, the

ppliers canoften be more progressive than their clients in terms of creativity and innovagion. It is
important téyengage with a diverse range of suppliers early on in the process to determine
biisiness rgguirements could be met or exceeded by:

whether

— new gOOdS oI 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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High }
= Select best in class Market mover
©
=
2
£
<
Low -
AL . . Influence
INOCSIgTTIfIcart SIJMIJICATTT

This maf
sustainal
organiza

— Mark
poss
beha

— Best]i
likel

— Mark

appq

supplly chains to improve sustainability practices and‘outcomes.

— Mark
adopt the standard sustainability practice offered by the market.

Influencs

Figure 7 — Market engagement matrix

Lion’s market influence and sustainability ambition.

ble to significantly influence suppliers or even move markets to a hlgher level of sustaina

viour and set a new level of best practice. Q

I selecting the current level of best practice will achieve the. most sustainable outcome.

tite to drive the market to a new level; however, this influence can be used to encourage t

et taker: Where influence is low and ambitién is also low, the appropriate strategy would be

in class: Where sustainability ambition is high but influence over the supply market is low, itli

et influencer: Where ambition is low and influence.is' significant, there is likely to be litiie

rix aims to help individuals responsible for the actual procurement to understand whpat
bility outcomes might be achieved from the supply market, depending pn the purchasing

et mover: In areas where significant influence exists combined with high ambition, it might lpe

le

™

(0]

should not just be considered in financial terms. Some suppliers could be attracted to t

e

idea of developing more sustainable goodsor services for a small customer, with a view to creating

an addit
collabord
competit]
internal

7.2.6 (

The sour
as short
complex

The sour

jion law. Market research should not be limited to external sources: an organization’s ow
resources could provide.waluable insights on sustainability criteria and opportunities.
N\

AN
ompleting the sourcing strategy

Cing strategy describes how to deliver the best outcome for the procurement project. It can |
is one pagefor a simple procurement project (e.g. a briefing note) or considerably longer fox
procurement project.

cing.strategy should include:

jonal competitive advantage .with larger ones. Influence can also be improved through
tion with other purchasinghbrganizations, with due consideration given to ethical issues and

1

e

7

— key

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

— the actions required to manage key sustainability risks (including opportunities);

— ther

— how

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

the sourcing approach delivers sustainability objectives;

— 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;

— how

28

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

fre isitien A e+ i : H-the;sourcing
izing the
sqcial, environmental and economic impacts of functionally inadequate or under-utilizedassets, as well
ag on their safe decommissioning, transport and warehousing.

The decisions made at this stage influence the whole procurement process. Decisionsshould be sppported
and agreed by key stakeholders, and should ultimately be documented. Many organizations use 4 gateway
rqview at this stage with sign-off by senior stakeholders before progressing te the next stage.

7|3 Integrating sustainability requirements into the specifications

713.1 Defining sustainable procurement criteria o)

"/

dpcumented. Sometimes there is only one document (the<specification), but in other cases fhere are
different documents addressing the requirements, in aceordance with the organization’s culture (e.g.
a|draft contract, brief, scope of work or the establishment of prequalification criteria). This| decision
should include consideration of the impacts of changes on contractual arrangements, e.g. the loss of a
large proportion of business or the lack of capagity to cope with expanded requirements.

Ohce a decision is taken on the sourcing strategy, the sustainability criteria should be de:[ned and

Integrating sustainability aspects into these ‘documents is the most effective means of ensuring that
systainability risks (including opportunities) are incorporated into the procurement decisior]-making.
This should be done in coordination with key internal stakeholders, in order to reflect pradtical and
tgchnical considerations. N\

Some of these requirements {pply directly to the goods or services being purchased. Some might apply
td the production and prog¢ess methods used to deliver goods or services and others to the supplier
ofganization in itself. = (
N\

When including sustaijiability criteria in the procurement process, the organization should take care
that the sustainability criteria:

— reflect the p'riorities defined in the sourcing strategy, e.g. by including key sustainability

requirenients in the minimum sustainability criteria;
X\

— are\objective and verifiable;

— are clearly defined without anv risk of bias or collusion;

— are transparently and effectively communicated to potential suppliers;

— allow for fair competition and, in doing so, ensure that particular attention is paid to SMOs and the
development of their capacity to respond to such criteria;

— 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:

— physjes

EXAMPLE 1 Recycled or renewable content, mercury-free, or the way in which the preduct |i
manyfactured or delivered (i.e. the process), e.g. organic or sustainably managed timber and fisheties:

— perfi

inclu

envi

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

— functional requirements: define the proposed function to be fulfllled by the goods or servic
requjired. O
EXAMPLE 3 The strength and durability of concrete to be suppﬁéd, or energy/fuel efficiency.

Generally, a combination of performance and functional reqguirements is preferred as they enaHle
supplierq to propose the most efficient technical solution for the required performance or functi
leading tlo potential sustainability benefits such as better energy performance, reduction of wast
better sdfety for users, universal design, disposal and end-of-life management. When using technig
requirenjents, the organization should take care.ot to specify particular brands unless this
unavoidgble.

7.3.3 Applying minimum and optionalréquirements

Requirerhents can be:

— mini

unde

— optid
an ey

poss

In additi
order to

The anal
what sh

rmance requirements: define the performance standards to be met by the goods et servicg

‘onmental impacts related to future performance;

ding definition of the way goods or services need to be delivered in order to optimize social afd

S,

(

N\

sirable features; N

nal, when they dgf’iﬁé'preferred sustainability solutions: in this case, they should be related

bly to a KPI.that should be managed during the contract.

nto these t\wo main options, an organization can use additional techniques such as variants

=ncoura§e better alternative solutions.
X

ySis) of the market carried out earlier in the procurement process informs the decision abo

K
mum, when they establish minimum levels of acceptable performance, actively excluding

raluation criteriofthat is used to reward performance exceeding the minimum standards, aipd

Fo

11

L1t

u1(1 De mimimum and optlonal ror imstance, the aegree TO witich suppuers can meet t

e

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.

T 2 42 A | A | Lial o Lailis 3 i 4+ 1 £ £, 3 f 11

IC Ul scuubauuu Cdll UTUIUT VWIIIUIT buaLcuuauqu_y llllPClLL adalTdds dI'T IIIUust 1itvdalig, TCTITITIIUT lg u Or
partial criteria contained within these standards when establishing requirements. Where [relevant,
syppliers and industry associations can be consulted.

Using this approach, any goods or services that meet these requirements can be punchased, even if they
have not formally been awarded a sustainability mark, label or certification, taking into ac¢ount the
canformity assessment guidance provided in 7.3.5.

Ahn alternative approach is to specify in the procurement requirements thatthe goods or servicgs should
have the nominated certifications, labels or marks (public procurement policy may have restrjctions to
tHis approach in some countries). Due consideration should be givente.the number of eligible puppliers
in order not to limit competition inadvertently, as the avallablllty uf’such marks and labels differs by
industry.

"/

7)3.5 Evaluating that sustainability requirements are niét

Eqch sustainability requirement should be verifiableyia an evaluation procedure that is ouflined by
tHe organization in the tender documents. WhenZchoosing an appropriate evaluation procedure,
organizations should take into account the following factors:

— the importance of the issue/requirement.{including the sustainability issues) to the orgarization;
— the risks of non-conformity with the‘sustainability criteria;

— the cost of the evaluation progedure;

— the availability of technic\ai infrastructure to support the evaluation procedure;
— the competence of the evaluator;

N\
— the credibility of any external body or organization that is involved.

Eyaluation procedtrres involve activities such as the review of documentation, testing, inspections,
aydits, certification, management systems, assessment, sustainability claims, labels and declarjations or
a yomblnatloU of them.

These acmv1t1es can be carried out by the supplier or its representative (first-party), the pyrchasing
o1 gamzatlon or an external body on its behalf (second-party) or an independent exterhal body
olf_organization (third-party). When defining the evaluation procedure for each requirement, the
organization should establish what activities should be carried out and by whom.

[SO 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.

Specificallly when dealing with evaluation procedures that incorporate environmental labels, it cou|ld
be helpfyl to consider three common types of environmental labelling:

— ISO 14024 Type I environmental labelling: this involves third-party certification and @warding jof
a label (e.g. those recognized by the Global Ecolabelling Network), following product assessmept
and ¢{lemonstration of conformance to agreed-upon environmental performance leadership criterfia
whidh are based on life cycle considerations;

— IS0 14021 Type Il environmental labelling: this involves supplier first-partylenvironmental claims
of conformity, including statements, symbols and graphics, regarding products

— ISO |14025 Type III environmental labelling: this involves thlrd-party validation of an ERD
(environmental product declaration), which is quantified life cyele environmental information of a
product to enable comparisons to other products intended to fulf‘lI the same function.

Other lapels have a verification and certification process facusing on single issues (e.g. energy
consumption, sustainable forestry). Even if the overall enyirenmental relevance of ecolabels is mofe
significant because these consider the whole life cycle of products, reliable and third-party single-isstie
labels cah be effective in targeting specific problems.

The evalpation procedure can be conducted as a-part of prequalification or as a step in the tendpr
process. [After the contract has been awardedadditional ongoing evaluation should be conducted fn
accordarfce with the plan that has been established within the tender. This ongoing evaluation can be
simplified and consists of activities that could be different from those established within the tender, $o
long as they are consistent, take into account the history of the supply, and focus on the most critically

relevant |ssues. \“

/

7.4 Selecting suppliers

N
(&)

7.4.1 Assessing the capacity of suppliers

)

The orggnization shatld assess the capacity of the supplier to contribute to the organization’s

requirenjents andexXpectations on sustainability through the supply of goods or services.

X\

Supplier [selection often comprises prequalification and tendering. The main difference between the

prequalifieation and tendering stages are the following:
)

— prequalification usually focuses on overall capabilities of the supplier to deliver expected outcomes,
including sustainability ones;

— tendering usually focuses on the capacity and commitment of the supplier to deliver detailed and
specific requirements, including those related to sustainability, for goods or services.

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:

— ethics, prevention of corruption, conflicts of interest, respect of property, intellectual property
infringements and internal controls;
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the transparency and accountability of the whole selection process;
qualifying or disqualifying the suppliers;

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

4.2 Prequalifying suppliers

The purpose of prequalification is to gather relevant information about the capability of suppliers

su
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. IN_SoIme cases, ria. The
quirements for prequalification should be clearly established and should take into accoun relevant
stainability issues with due consideration for the sustainability risks (includingyeppoftunities)
at are related to the supplier’s organization. Many industry specific standards,. codes off supplier

nduct and management systems are used in prequalification, e.g. compliance with’'the sta
e International Labour Organization for working conditions and human rightseould be a m|
iterion. An organization should also decide whether to encourage supplierste’sign a code o

charter and/or join a sustainability initiative and, in making this decision, should con
nplications for the supplier of doing so.

the prequalification stage, it might be sufficient to request evidence of respect for humg

elf-claims) on those subjects. However, as the process progresses and potential suppliers ar
sessed through the tender process, audits, site visits ahd other means of collecting ev
nformity (second-party or third-party assessments) might be used to provide further assur
oice of the most appropriate conformity assessment method should be the result of a risk as
the consequences of a failure to fully conform to the requirements.

rther shortlisted suppliers that comply with-all the mandatory criteria.

KAMPLE A supplier with a proven trackrecord in reducing carbon emissions could be selected
pplier with less experience in this area.

quirement, or as a way of shortlisting if there are no minimum mandatory criteria.

dards of
hndatory
f conduct
sider the

n rights,

hical trading, labour and environmental policies by means of suppliers’ declarations of canformity

e further
dence of
ince. The
sessment

Some prequalification criteria might be optional ahd can be used to inform a weighted evaluation of

hhead of a

he example in Figure 8 could ppe considered as a go/no-go condition, with “Good” as a minimum
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Labour practices - Prequalification question

* Please outline your experience in delivering work through fair and ethical employment practices
through your workforce and supply chain
* Please state your employment policy with respect to: living wages, equality and diversity, freedom of

association, grievance procedures, working hours including split shifts, exclusive zero hour
contracts, unpaid work and child labour

/ « Has extensive experience of resource ethical employment directly and \

DISTI

GOOD

NCTIVE through the supply chain for projects of multiple sizes and varying
> 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

BASIC

supply chain
* Addresses all aspects identified in the question

* Policy to comply with an international standard such as the Ethical‘Trading Initiative Base
Code LN

* Provides evidence of past projects demonstrating high ethiceal standards

+ Demonstrates an understanding of the issue but has limited experience of delivery beyond legal \
compliance g

If supplie
formally
fall short

Figure 8 — Example for prequalification question and criteria

rs have been contacted in the prequalification process and are deselected, it is good practice
notify them and provide debriefs.'Suppliers should be made aware if and how their credentig
of the requirement (including these related to the sustainability issues), which in turn sendg

clear signal to the market regardingthe importance of sustainable business practices.

7.4.3 Managing tenders

Suppliers
commun
opportui

s

might be invited todttend a pre-tender briefing to outline the bid process and ensure ongoing

cation, dependilig on the scale, market and complexity of the purchase. This is a furth
1ity to confirma-that suppliers fully understand the commercial and sustainability expectatio

and to epcourage joint proposals from firms with complementary sustainability features (e.g. a lar

organiza

Transpatr

fion camferm a joint venture with a small, sustainability-oriented organization).

ency, ‘accountability and ethics are keys to the tendering stage: all bid evaluation criter

fo
Is
a

e
1S
Pe

a,

evaluatid

n methodology and benefits assessment should be agreed in advance of tender issue amd

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

— weighting criteria;

— methods of cost calculation;

— monetizing certain impacts, such as energy consumption and waste.
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The supplier with the best performance on the sustainability issues might not always win a tender if it is
not 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

DISTINCTIVE * 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.

Goop * Provides information and assurance to demonstrate competencednd local
relationships to deliver the target
BASIC o)
— * Baseline data provided, no firm commitment to targets, or an action plan

/
v

Figure 9 — Example of a tender quéstion and evaluation criteria

Low prices can be achieved by suppliers with.good performance. However, suppliers with unsulstainable
practices might be able to offer abnormallylow prices that could reflect a shortcoming on spcial and
e}vironmental aspects, compared with, suppliers with better conditions. Unless robust prequdlification

and tender processes and criteria aredn place to ensure good minimum standards before the sppplier is
appointed, the organization could beundermining its own sustainability policies, exposing itselffto a wide
rgnge of risks, and giving a signal to the market that it undervalues sustainability against other issues.

N

74.4 Awarding the contract

N
Four common methaods-ean be used to promote sustainable outcomes at the evaluation stage.
a) Rewarding §uberior standards and performance: This might include recognition of the pbility of

goods or §eérvices to enhance the sustainability of the organization’s own goods or seyvices, as
outlined\int 7.3.2.

\

b} Qualiéltive judgment can be used in some specific contexts. Suppliers, especially in service
md\ustrles could be requested to summarize their experlence and methods in relation to
S 3 qJess their
approach to managlng major sustalnablllty risks (including opportumtles) 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.

c) 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 organlzatlons and some publlc bodles mlght be able to negotlate followmg tender
evaluatidm: 1 pHET(H),
y if there is focus on cost only This stage can also prov1de an opportunity to improve supp11=r

anding sustainability requirements should be included in the preparation for d negotiatign
hnd/or a negotiation strategy and tabled during the negotiation.

— ana t10n plan to manage sustalnablllty risks (including opportumtles) identified in the earlipr

Where ppssible, sustainability commitments should be written into the contract to ensure that the

required| to persuade suppliers to embrace sustaipability initiatives. These initiatives are usually
captured in a separate supplier improvement plan\or a memorandum of understanding. Examples jof
s include commitments to switch tos(@r increase the use of) sustainably managed timber,
eliminate the use of a hazardous:ghemicals, increase the use of local SMOs or to ensufe
improved working conditions further downthe supply chain.

Upon corfclusion of the negotiation, the supplier should be formally awarded the contract, which shoulld
be fully lapproved by the key stakéholders and delegated authorities (organizations might have|a
formal gateway review at this pgint). The relevant internal stakeholders should be informed of the ngw
arrangements. ~

N
(&2

Unsuccegsful suppliers shonld be notified and fully debriefed. Suppliers should be made aware if a:iLd
I

—_

how theif sustainabilit§ ¢credentials fall short of the requirement, as this is an important organizatio
contribufion to the.sUppliers’ improvement. This in turn reinforces the importance of sustaina

business practlces within the supply market.
:\

(¢

7.5 Managi‘ng the contract
D

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;

36 © IS0 2017 - All rights reserved


https://standardsiso.com/api/?name=73b2141e3c0f617091c3056a8d72f225

IS0 20400:2017(E)

— 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
nnnnn Lore aoxa vocekancilbla o0 dolae tbha s oot ot g o f ozt el o i lzaxz o aintain
Ju}}}}llbla alrvc letJUllJlLll\z 1IUT uuju] 9, LU 1IIUITITUT llls Ul Pu)’ IIICIIC }Jbl ITUT IIIAdIICC 1O l\\/] LU

a balanced and sustainable relationship, so this should be done on a regular basis agalirst target
or/and benchmarking data;

— avoidance of conflicts through dialogue and efficiency of dispute resolution (¢.g. by appjointing a
mediator);

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

— abilateral relationship based on trust, transparency and collaborative forward planning gnd, more
broadly, the use of guidelines and best practices existing within their sector.
=\

"/

755.2 Implementing the contract $

\S
There is a period of transition at the start of any new: céntractual arrangement and frequently the
influence and involvement of stakeholders changecas'the contract becomes operational{ From a
systainable operational perspective, it is critical thatawareness and focus on sustainable elenjents and
agsociated performance targets are communicated and understood by relevant internal stakeholders

td ensure that any sustainability commitments.made in the contract are fully implemented.

The supplier should also fully support theimplementation of sustainability practices, right [from the
stiart of the contract. It is the role of the:contract manager to make sure that sustainability] remains
firmly on the supplier’s agenda.

715.3 Using a contract management plan
S

Alcontract management plan/that reflects the organization’s sustainability objectives and relgated KPIs
should be established. - -

The contract managet and supplier should revisit any sustainability risk (including oppprtunity)
analysis completed-by the organization throughout the planning and selection stages. Correfponding
adtion plans shovld be revisited or developed to ensure supplier buy-in, alignment and dontinued
fgcus on sustatnability key risks (including opportunities). These should be referred to in the contract
managentent plans and, where appropriate, incorporated into supplier development plans.

Ir| sofne cases, there might be competing priorities and improving sustainability practices might not be
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 drganization to inform suppliers how they are being evaluated (e.g. criteria, KPIs, audit termg);

— the duppliers to have the ability to provide feedback and openly communicate their perception fof
the drganization.

Many organizations adopt methodologies where sustainability criteria can be monitered alongsigle
service, quality, delivery, cost and technical requirements. Balanced scorecard methodologies are dn
example pf such an approach. If any individual results or combined results show a negative trend or f3ll
below anfagreed threshold, the supplier should be required to take corrective action.

Review mpeetings should be set at agreed intervals and should be held facesto-face for key suppliers.
These mpetings provide an opportunity for both parties to communic';{t’e,/share concerns, promote
understanding and foster a good business relationship. Organizationis’ should consistently attempt
to harneps suppliers’ sustainability expertise to maintain competitiVe advantage, and a constructiye
review pfocess fosters this. v

It is important to review risks of dependency from both ‘sides, between the organization and ifts
supplierd. Every situation needs to be closely analysed (e.gZa supplier with a specific competence or a
newly created firm) and appropriate actions taken (e.g, accept, prevent, limit or withdraw) in order fo
reduce excessive dependency and prevent adverse impacts for the other party.

It is googl practice for organizations to carry out periodic audits of suppliers throughout the life jof
the contrfact, especially for important and complex contracts, to verify that sustainability claims and
work practices meet stated requirements.@udits are useful for focusing on particular issues, efg.
sustainability requirements, and they créafe an awareness of the expected standards of performande.
However| audits alone cannot ensure full compliance with standards. Other techniques for monitoring
compliarlce with sustainability requirements should also be employed.

Suppliery with outstanding Rerformance regarding sustainability could be recognized through
facilitati{g their access tq-business development opportunities, and possibly awards or similar

initiatives, in order to reward and promote efforts towards continual improvement. This also providgs
an examjple of good practice for other suppliers.

-

The sustginable prgeurement policy can promote the use of negotiation, mediation, conciliation pr
arbitratipn to solve’any dispute between the organization and a supplier. For that purpose, a dispufe
resolution progess should be developed that outlines steps for resolution and assigns responsibilitigs

for its fagilitation.
)

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
rgquirements in the same way as any other failure by a supplier.

In] case of sustainability failures of the supplier, organizations could consider the following actjions:
— offering capacity-building support to the supplier to help it address the problems;

— working collaboratively with other organizations that have relationships with the same syipplier to
incentivize improvements;

— working with other organizations on a broader regional or_seetorial basis to infcentivize
improvements;

N\

— working with local or central government to the same ends. ~»

"/

Exiting the relationship should be a last resort. This should ©nly occur after the organization has made
tHe effort to support the supplier to meet agreed requirements, but where the supplier has made little or
n¢ effort to improve or the supplier has proved to be 1ncapable of improvement, or where impyovement
is|not feasible.

The degree of failure should be determined on thebasis of how the supplieris engaged by the orggnization,
tHe contract performance commitments initially agreed to, and the progress measurements made, etc.

continue to source from such a supplier might indicate to the supply market that the organjzation is
nIt serious about its sustainability commitments across its supply chains.

~

5.7 Managing disposal and end of life

At this point, disposal optionsshould be reviewed and assessed with the aim of managing envirpnmental
impacts, maximizing recycling and reuse and determining all opportunities to minimiz¢ landfill
use and pollution. Unethu:al disposal can have significant remediation costs and might damage the
organization’s reputatlon More generally, it is appropriate at this stage to refer to the concgpt of the
LCC for Con51derat10n of remediation costs.

.
- o

7|6 Revievging'and learning from the contract

The buyiiig-organization should conduct regular reviews of the contract throughout its dufation, as
well as\atthe completion of the contract. This is vital to ensuring that lessons learned during the life of
tHercontract can be shared and continual improvements can take place to achieve better sustainability

rfAan o
p TIOTTrarnces

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:

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

— details about the achievement of sustainability objectives and targets contained in the contract;
— an overview of sustainability performance;

— an analysis of key success criteria;
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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.

40
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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 allis¢ven core
sybjects and 37 sustainability issues, and their interdependence, when developing its ‘sufstainable
procurement policy. An organization and, in particular, its procurement function should lpe aware
tHat efforts to address one issue might involve a trade-off with other issues. Partietlar improvements
tgqrgeted at a specific issue should not affect other issues adversely or create adverse impacts gn the life
cycle of the organization’s goods or services, on its stakeholders or on its value;and supply chafins.

T4ble A.1 shows how the ISO 26000 sustainability issues relate to possiblejprocurement actioys.

Table A.1 — Relation between ISO 26000 sustainability issues and-possible procurement actions

IS0 26000 Related actions and expectations for procurement
Core subjects and related \S
sustainability issues V

Core subject: Organizational governance

n overarching core subject, related to the informal or fgrmal system by which an organization makeg and
plements decisions including the fulfilment of its se¢ial responsibility.

==

Decision-making processes Develop a procurement policy that reflects a commitment to sustainapility,
aphd structures with clear objectives and ambitions.

Apply the principles of sustainable procurement (see 4.2) to procurenjent
practicesiand make their application visible through leading by examjple, and
workingwithin performance and commitment frameworks, e.g. a supplier
code of ethical conduct.

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

~\_ Encourage an awareness of sustainable development among all emplofyees
A\ involved in the procurement process.

) Investigate innovative solutions for goods or services by adopting apgroaches
’ such as LCC, goods as services systems (use instead of ownership), anfl circu-
\¢ lar economy.

Qore subi?t\:t: Human rights

Basédon internationally recognized human rights, including the Universal Declaration of Human Rights, the
International Bill of Rights, the Declaration on Fundamental Principles and Righ rk, the core himan
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 suppliers.
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