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In the past, many organisations have based their purchasing decisions on price
alone, without even considering the quality of the products and services being
acquired or the “total life cycle cost”. Today, most organisations recognise that
achieving the right balance between cost and quality is important, but in the
current sustainability-focused business environment, we need to look beyond
these economic factors and include social and environmental aspects of the
so-called “triple bottom line” approach into the purchasing decision-making
process. These decisions can have a very broad impact on topics ranging
from the carbon or water footprint associated with raw materials, manufacture
and transport of the products and services being purchased, to the quality of
life of the workers involved throughout the supply chain.

The new ISO 20400 guidance standard on Sustainable Procurement is currently
at the second Draft International Standard (DIS) stage, and is forecast to
be published in 2017. It will provide guidelines for organisations wanting to
integrate sustainability into their procurement processes, and will complement
ISO 26000 (“Guidance on Social Responsibility”) specifically in the procurement
context. Sustainable procurement is an opportunity to provide more value to the
organisation by improving productivity, assessment of value and performance,
better communication between purchasers, suppliers and all stakeholders,
and encouraging innovation.

Procurement in the public sector alone accounts for around
12% of GDP and 29 % of government expenditure
in OECD member countries, so the impact of
sustainable procurement practices can have a
significant effect on the ability of nations to meet
their overall goals and targets under the UN’s
2030 Agenda for Sustainable Development.
Sustainable procurement should not only be
the domain of governmental purchasing
policies, though. Any organisation can
maximise its positive social, environmental
and economic impact by making smart
choices with all its purchases, including
everything from raw materials, energy
providers, outsourced call centres,
caterers and building materials to

mention only a few.
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Development of ISO 20400

ISO 20400 will standardise guidelines and principles for all stakeholders working
with internal and external purchasing processes — including contractors,
suppliers, buyers, and local authorities — as part of an effort to demonstrate
good practices for sustainable purchasing. Work on the new standard began in
2013 and is being coordinated by an ISO Project Committee (ISO/PC277) with
active participation from 36 countries, and 14 observer members. ISO 20400 is
currently in its final stages of development, with the 2nd DIS (Draft International
Standard) being circulated for approval among ISO member bodies.

Structure and content of ISO 20400

It is important to recognise that ISO 20400 will only provide guidelines — it
is not a Management Systems standard, nor does it specify any mandatory
requirements. This means that its structure and content does not align with
the ISO “Annex SL” criteria that have been adopted by standards such as
ISO 9001, ISO 14001 and others. Its aim is to help organisations to meet their
sustainability responsibilities and objectives by providing an understanding
of what sustainable procurement means; what the sustainability impacts and
considerations are in terms of an organisation’s procurement policy, strategy,
organisation, and processes; and how to implement sustainable procurement
in practical terms.

Clauses 1 - 3 of ISO/DIS2 20400 explain that the scope of the standard is to
provide guidance to organisations, independent of their activity or size, on
how to integrate sustainability within their procurement activities, as described
in ISO 26000 - Guidance on social responsibility. The standard is intended
for stakeholders involved in or impacted by procurement decisions and
processes. It includes no formal normative references, and the terms and
definitions used in the standard are mentioned in Clause 3.

Some examples of definitions that are relevant for sustainable procurement
include the following:

e procurement - activity of acquiring goods or services from suppliers
(internal and external)
Note: The procurement process considers the whole life cycle from identification
of needs through to the end of a services contract or the end of the life of goods,
including disposal.

e sustainable procurement - procurement that has the most positive
environmental, social and economic impacts on a whole life basis

e sphere of influence - range/extent of political, contractual, economic or
other relationships through which an organisation has the ability to affect
the decisions or activities of individuals or organisations

e supply chains - sequence of activities or parties that provides goods or
services to the organisation

e |ocal supplier - provider that offers goods or services to the organisation
and that is based in the same geographic market

e stakeholder engagement - activity undertaken to create opportunities for
dialogue between an organisation and one or more of its stakeholders with
the aim of providing an informed basis for the organisation's decisions

e fair operating practices - practices that concern ethical conduct in an
organisation and with other organisations, such as suppliers, with which
it has relationships

Note: In a sustainable procurement context, fair operating practices can potentially
extend to include the relationships between organisations, their suppliers and
organisations and others that interact with the suppliers. These include interactions
with government agencies, partners, suppliers, sub-contractors, and communities,
with the aim of promoting a healthy relationship between the companies that buy
goods or services and those providing them.
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e life cycle - consecutive and interlinked stages of a product system, from
raw material acquisition or generation from natural resources to final
disposal

e circular economy - an economy that is restorative and regenerative by
design, and which aims to keep products, components and materials at
their highest utility and value at all times, distinguishing between technical
and biological cycles

Clause 4 (“Understanding the Fundamentals”) provides an overview of the
concept of sustainable procurement. It describes the principles, core subjects,
drivers and key considerations, how to manage risks and opportunities; how
to set priorities, exert influence on suppliers and avoid complicity.

Clause 5 (“Integrating sustainability into the organisation’s procurement
policy and strategy”) provides guidance, in particular to top management,
about how sustainability considerations should be integrated at a strategic
level within the procurement function of an organisation to ensure that the
intention, direction and key sustainability priorities are documented and
understood by all parties involved in sustainable procurement.

Clause 6 (“Organising the procurement function towards sustainability”)
describes the organisational conditions and management techniques needed
in order to successfully implement and continually improve sustainable
procurement. Procurement management should ensure that such conditions
and practices are in place in order to help individuals with responsibility for
procurement of goods or services integrate sustainability considerations into
the procurement and management of contracts. Topics addressed include:

e Governance of procurement processes

e Enabling people within the procurement process
e |dentifying and engaging stakeholders

e Setting sustainable procurement priorities

e Measuring and improving performance

e Establishing grievance mechanisms

Clause 7 (“Integrating sustainability into the procurement process”) addresses
the details of the procurement process and is intended for individuals who are
responsible for the actual procurement carried out within their organisation.
It addresses topics that include:

e Building on the existing procurement process

* Planning

¢ |ntegrating sustainability requirements into specifications
e Selecting suppliers

e Managing contracts

e Reviewing and learning from the contract

Annex A of ISO/DIS2 20400 provides additional guidance on issues that
are important for sustainable procurement. It emphasises the need for
organisations and their procurement functions to look at sustainability issues
holistically. This means that when developing a sustainable procurement
policy, the organisation should consider the seven core subjects of ISO
26000 as a foundation — governance; human rights; labour practices; the
environment; fair operating practices; consumer issues, and the involvement
and development of the community.
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