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LEVERAGING PUBLIC PROCUREMENT EXPENDITURE

The total volumeandassociategburchasingpower of publicprocurementis
a major market factor, with enormous potential to influence product
innovationandsupplierbehavior

EU publicprocurementestimatedat more than?2 trillion Euro in 2017 — _—
representing almost 14% of (GDP), distributed across an estimated
250000 publicorganizationgEuropeanCommission2020.

Across the OECD countries, public procurement volumes ranges
between5%up to 20%of (GDP) (OECD,2017).

Emergingeconomieslike Brazil spendsan estimated250 billion USD
annuallythroughpublicprocurement(IPEA2018.

Chinaspendsanestimated538 billion USD (CCGP2019.

US Federal Government an estimated 597 billion (Bloomberg X
Government2020. L

Estimatedylobalpublicspendmore than 10 trillion USD




A INTHE 2015 PARIS CLIMATE AGREEMENRRTIES
AGREED TO KEEP THE GLOBAL AVERAGE
TEMPERATURE BELOWE ABOVE PRENDUSTRIAL
LEVELS

COP 26 AND 27

OVER100 COUNTRIES HAVE SET OR ARE
CONSIDERING NEFZERO EMISSIONS OR NEUTRALIT
TARGETS

URUGUAY 2030

FINLAND 2035

L - ! ICELAND 2040

Sustainable procurement practices iIs now a SWEDEN 2045
requirementfor publicprocurementto betruly o ffort  SOUTH KOREA 2050

, EU 2050
T &7 CANADA 2050

It is time to wake the trillion -dollar giant! BRAZIL 2060
CHINA 2060



https://www.nature.com/articles/s41467-021-22294-x#ref-CR1

SUSTAINABLE DEVELOPMENT GOALS
(SDG) 2030 AGENDA

THE SDG TARGET 12.7 HIGHLIGHTS THE GLOBAL COMMITMENT
TO FURTHERb PROMOTE PUBLI C PROCUREME

SUSTAINABLE, IN ACCORDANCEWITH NATIONAL POLICIES AND
PRI ORI Tl ESO.

Goal 12 - Ensuring sustainable consumption and
production patterns.

Goal 8 - Decent work and economic growth.

Target 8.7 - Eradicate forced labor, end modern slaver
and human trafficking.




WHERE TO START WITH
SUSTAINABLE PROCUREMEN
INTEGRATION?




CARSTEN HANSEN JUNE 2022

COVID19 & THE PERFECT PROCUREMENT STOR

Acutely constrained global market for especially medical equipment an
PPE, fueled by an intense global demand, characterized by:
A Restricted production due to manufacturing ledewns.
Export controls and bans.
Flight restrictions impacting cargo movement and price.
Global market demantb-supply ratio for essential equipment was at
some point estimated at around 20:1.

New suppliers, many opportunistic, requiring WHO to issue a Global
Medical Product Alert for falsified medical products due to a rise in
fraudulent certificates and stdtandard equipment.

The media described the global rush for medical equipment and PPE, ;
the oWil d Westo.

Blog- COVID-1 9 GI| obal Supply Chains a
https://www.linkedin.com/pulse/covi®-globalsupplychainsperfect
storm-hanserdr-fcips/



https://www.linkedin.com/pulse/covid-19-global-supply-chains-perfect-storm-hansen-dr-fcips/

CARSTEN HANSEN JUNE 2022

COVID19 & PROCUREMENT DUE DILIGENCE

A Acute global stoclout amplified labor violationsn a global scale with
demand for cheap labor in medical chains targeting migrant worker.

A With the increase in unemployment, the balance of power has shifted
toward employers, witHower wages and declining working conditions

A After lock-down restrictions are lifted more pressure to increase
production to cover backlogs, and to lower production costs due to
economic difficultiedurther incentivizing exploitation

When othe ship is sinking,6 you n
jackets were manufactured.

UN Secretary General, othe pande
health emergency. It is an economic crisis, a social crisis and becoming a
human rights crisiso.

Blog- Human Rights & Global Supply Chains:
https://www.linkedin.com/pulse/humaights-globalsupplychainscarsten

hanserdr-fcips/



https://www.linkedin.com/pulse/human-rights-global-supply-chains-carsten-hansen-dr-fcips/

SUSTAINABILITY INTEGRATION THROUGH A CATEGORY APPROACH

The oWaking t he GWihaymsitsodifficult?t i ati ve
A Identifying Barriers And Enablers For Organizational SPP Implementation

ESG-weighted Procurement Portfolio Model (PPM) Approach

A ReflectingCategoryspecific Sustainability Risk Profiles
A Develop Market And Supplier Engagement Strategies
Sustainable Procurement (SP) Criteria SelectionTool

A Easyto find sustainabilitycriteria acrosskey categoriesand integratethem directly
into tender documents

A Reducingime, enhancestandardizatiorand minimizeinaccuraciedy easyacces4o
pre-definedstandardcriteria




A Policyl evel

Concise Legislative Framework,
EmbeddedSPPTargets in Policies,
Effective Monitoring System, and
PoliticalGoal Setting

A Organizational evel
OrganizationaAwareness& Buyin,
Enabling Institutional Framework,
andFinanciaResources

A PractitionerLevel
Practitioner SPCapacityCategory
specificlools & Methodologies

A MarketLevel

Willingness, and  Absorption
Capacity, Market Incentives, SME
SupportConsumersentiments

SufficientSupplyMarket Readiness,

IDENTIFYING BARRIERS AND ENABLING CONDITIONS FOR SPP

SCOPE OF SPP IMPLEMENTATION CFCLE

Legizlative Framework
Effective hMonitoring
System, and Political Goal
Setting,
Organizational
TEd o Supply Market
- Readineszs
5PP Coast

Awaraness & Buy-in, Absarption Capacity,
Enabling Instiutional Factor Markat incentivas, SME

Frarework, Guidelines
and Fesourcas ST

Practitioner-level
Capacity & Toolz
Category-specific Tools &
Me‘r.bnclnlugl.es, Eco-labels,
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Carsten Hansen (2020, ¢ 2 | | the Frillion Dollar
Giant_SustainablePublic Procurement(SPP)and the

2030SDGE 3 S v PnePlanetNetwork ResourceHub

and GreenGrowth Platform,United Nations



https://www.oneplanetnetwork.org/resource/sustainable-public-procurement-and-2030-sdg-agenda

AN ESG-WEIGHTED PROCUREMENT PORTFOLIO MODEL (PPM)

Objectives:
A Identify and visualize organizatispecific ESG procurement portfolio exposure;

A Allow prioritization of organizational sustainable procurement efforts and development of
subsequent sustainable procurement guidelines forhgtigh impact categories;

A Align with UNGM sustainability indicators for UNide benchmarking and reporting.

A two -step approach:
Step 1Reflectingategoryspecific sustainability risk profiles Procurement Portfollo Model [PPM

A The approach supports organizations in identifying procurement categories that represent
the highest sustainability risk exposure and where mitigation efforts will yield the highest olos andsrategesfor market engagement]

sustainability impact.

s

£ 4

April 2021
Step 2: Develop market and supplier engagement strategies:

A The approach informs the development of organizatpecific sustainable procurement . y & Farid Yaker(2020. & L v & NBAR dot> h v 3
. . - . t , Y 0
strategies and supplier due diligence reviews. arstenHansen& Farid Yaker(2021), d L y_0 OrY
Sustainabilityveighted Procurement Portfolio Model

0t t a®né Planet Network ResourceHub, United
Nations



https://www.oneplanetnetwork.org/resource/sustainability-weighted-procurement-portfolio-management-ppm-approach

HLCM Sustainability Indicatorsdapted)

Social
Responsibility

Indigenous Human Rights

Labor Rights Issues

Potential Discrimination
Risks

Sexual Harassment Risks

Privacy

Product Development,
Advertising and Use

Environmental
Responsibility

Hazardous Products

Climate Change

Resource Use

Biodiversity and Natural
Habitats

Governance




ENVIRONMENTAL RISK INDICATORS

Categories:
A Pollutiond Hazardous Products:
A Effluents reaching water bodies
A Air emissions
A Use, storage, movement and disposal of hazardous materials
A Pollutiond Climate Change:
A CO2 emissions
) A Other gas emissions with global warming potential
A Resource use:
A Waste generated
A Highlevel of finite material used through kégcle
A Water usage
A Land usage
A Biodiversity and natural habitats:
A Impact on biodiversity
A Impact on forests
A Impact on other natural habitats




SOCIAL RESPONSIBILITY RISK INDICATORS

Categories:
A HumanRightsd Indigenous Peoples Rights:
AViolation of indige mmahbisg).peop!l
A HumanRightsd Labor Rights Issues:
A Forced Labor Risk
A Child/Youth Labor Risk
A Working conditions related risk (wage & working hours)
A Health & safety
A Gender Issues:
A Unequal treatment & contracting terms
A Categoryspecific sexual harassment risk
A Product/Service implications for health and wiing:
A Privacy concerns
A Quality assurance & testing
A Intellectual Property Risk (IP)
A Unlawful use of products
A SME participation & support:

e |
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GOVERNANCE RISK
INDICATORS |

Categories:

Categoryspecific corruption
risk N

Fraud Risk (i.e., Falsification of \
certifications, origin of inputs
etc.)

Corruption rife in construction industry
around world, survey suggests

A survey of 321 engineering and construction companies by
PricewaterhouseCoopers found that globally 25% of them ha...
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, OVID-19 VACCINES AND CORRUPTION RISKS:

.VENTING CORRUPTION IN THE MANUFACTURE,

S LLOCATION AND DISTRIBUTION OF VACCINES




STER: SEGMENTINGATEGORIPECIFRUSTAINABILIRYSHPROFILES

T
Category Sustainability (ESG) Ris g

Low

o
»

SUSTAINABILITY PORTFOLIO RISK

High RisklLow | High Risk/High

Impact Impact
Low Risk/Low Low Risk/High
Impact Impact

v

Organizational Spend Per Category (USD)

Usinga procurement portfolio model as an analytical
tool to createarisk classificatioriramework basedon
categoryESGijiskandorganizationalpend

A

A

Indicators : Aligned with sustainabilityindicators
allowingfor benchmarkingndreporting

Procurement categories : Defined by UNSPSC
codingsystem

A

A

The model appliesratingsat the H2 category
level

The model currently rates approximatelyl00
commonlyusedH2 levelcategories



STEP 2: DEVELOPING MARKET AND SUPPLIER ENGAGEMENT STRATEGIES

T
Category Sustainability (ESG) Ris

Low

SUSTAINABILITY PORTFOLIO RISK & MARKET STRATEGIl

»

I CRITICAL STRATEGIC

High Risk/Low Impact§ High Risk/High Impact

Innovation &
Transformation

Followthe-Leader
Approach

NONCRITICAL MARKET LEVERAGE
Low Risk/Low Impact§ Low Risk/High Impact

Follow Market
Standards

Standard Setting

»
»

Low Organizational Spend Per Category High

Theapproachallowsfor developingsubsequentiskinformedsustainable
procurement strategies, based on organizatiorspecific sustainability

S exposuren the procurementportfolio.

The model proposesfour distinct market approachesbased on the
segmentatiorof categoriesn Stepl.

StrategicSegment HighRisk/Highmpactcategories

A A strategic opportunity for instigating market innovation and
transformation

CriticalSegment HighRisk/Lowmpactcategories

A Mitigate risk by Identifying market sustainabilityleadersand follow
theirlead

MarketLeverage LowRisk/Highmpactcategories
A Opportunityto & NJthed & Wil sethigherstandarddor the sector
Non-critical- Thesegmenbf LowRisk/Lowmpactcategories

A Reducdransactioncostof applyingsustainabilityneasures



A DYNAMICESGWVEIGHTED
PROCUREMENRORTFOLIO
MODEL

The dynamic classification

system allows for various
representations of sustainability
exposures and deep dives into
specific risk indicators and sub
Indicators.

High

Category Sustainability (ESG) Risk

Low

Migh

Category Sustainability (£SG) Risk

Low

SUSTAINABILITY PORTFOLIO RISK & MARKET STRATEGIES

CRIMICAL STRATEGIC

High Risk/Low Impact High Risk/High Impact

Folow-the-Leoder innovotion &
Approoch Tronsformotion
NON-CRITICAL MARKET LEVERAGE

Low Risk/Low Impact Low Risk/High Impact

Follow Morket Stondords Standard Setting

v

Low Organizational Spend Per Category High

FORCED LABOR ($) PORTFOLIO RISK

* Clothing * Construction

* Security Services * Hotel Services

- Restaurants & * % Mealth Care
Catering = Products
- w - w
=

-
* Telecommunications IT Equipment

Services
- -
* Marketing Services =
Low Organizational Spend Per Category High

High

Category Sustanability (ESG) Risk

Low

High

Category Sustainability (£56) Risk

Low

AGGREGATE SUSTAINABILITY (ESG) PORTFOLIO RISK

- Restaurants & % Construction
Building

Maintenance

Catering -
* Cleaning Services
* IT Equipment
* Fuels

- L

LA Advertising

* Vehicles
% Accounting
Services - Passenger
Transport
- lnriirens ~ & Ranbinna
Low Organizational Spend Per Category High

ENVIRONMENTAL (€) PORTFOLIO RISK

* Fuels * Cargo Transportation
* Pest Control - Audio
Products Presentation Equipment

* Paper Products * IT Equipment

w W Advertising W W
% Vehicles
- -~
* Engineering Services
w  Accounting * Health Care Products
Services
-

* Ranbine Carirar

v

Low Organizational Spend Per Category High



Sustainability Risk Across Product/Service Lifecycle

Detel‘mlnlng A Categoryspecific sustainability e, e e
risk rating determined across = @ O
Categ()ry sustainabilityindicators

A Sustainabilityrisk determinedas
the combination of the

Sustainability
. likelihood that tai
Ratings sluestlai?](;bility " risk Ce?naAC

materialize,combined with the
consequence®r materiality of
the sustainabilityrisk event to
the organization

A Category risk scoring ranges
from 1-4, with (1) Low Risk,(2)
Medium Low Risk, (3) Medium
HighRisk,and(4) HighRisk

Likelihood
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> English Help Center [

SUSTAINABILITY PROCUREMENT PORTFOLIO MODEL

< Knowledge Centre > Procurement Tools > Sustainable Procurement Tools > Sustainability Procurement Portfolio Model
ome

Procurement Opportunities

G Sele
Contract Awards

Tender Alert Service (TAS)
Supplier Code of Conduct The Sustainability Procurement Portfolio Model

United Nations Standard
Products and Services Code
(UNSPSQ)

Sustainability Analysis Sustainability Risk Rating

Help Center &
The Sustainability Analysis model generates an aggregated The sustainability database indicates the risk level for a set of UNSPCS
Soowdede Tentee sustainability footprint based on inserted spend data. categories across the UNGM Sustainability Indicator framework.

UN Procurement Statistics

Nhat is the Sustainability Procurement Portfolio Model (SPPM)?

The Sustainability Procurement Portfolio Model (SPPM) establishes visibility on sustainability risk in organizational procurement portfolios and allows
development of differentiated procurement strategies to optimize sustainability outcomes. The SPPM supports organizations in identifying procurement
categories that represents the highest sustainability risk exposure and it can also assist in developing more robust Sustainable Procurement action
plans in line with SDG 12.7, with the aim of accelerating sustainable public procurement implementation and better position public procurement policy
makers and practitioners to strategically guide organizational and national efforts towards SDG 12.7.

For an extensive description of the SPPM concept and methodology, please consult the following working paper:

A Sustainability-weighted Procurement Portfolio Model (PPM)

"A process whereby public sector organisations meet
their needs for goods, services, works and utilities in a
way that achieves value for money on a whole life basis
An introduction to the SPPM methodology in terms of generating benefits not only to the
organisation, but also to society and the economy,
whilst minimizing, and if possible, avoiding. damage to
the environment.”

The SPPM is based on the design principles of Kraljic's portfolio model and introduces segmentation thinking from Procurement Portfolio Models (PPMs)
into the sustainable public procurement practice. The model applies a category-specific sustainability risk rating across a series of sustainability
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ESG Risk analysis based on 2020 ASR data

Category Group
B strategic
e M Critical
0.80 = Leverage
« Fuels and Fuel Additives and Lubricants and Anti corrosive Materials M Marginal
. .
075 : Building and Facility Construction and Maintenance Services
Mineral and Textile and Inedible Plant arld Animal Materials
- :
® Land and Buildings an:d Structures and Thoroughfares
0.70 :
¢ Structures and Building and EConstructron and Manufacturing Components and Supplies
0.65 .Paperl‘\.’\alermls and Products : -
= Information Tecﬁnology Broadcasting and Telecommunications
SR— =
— . *
=’y 060
S * Power Generation
& :
— 8 * Electrical Systems and Lighting an§1 Components and Accessories and Supplies
lg ® * Apparel and Luggage and Personal Care Products .
o e . Food Beverage and Tobacco Products
[ . = = -
2 ..Defense and Law Enforcement:and Security and Safety Equipment and Supplies
.
Tools and General Machinery
i ) :
O o 7 * Commeércial and Military and Private Vehicles and their Accessories and Component
0.50 Cleaning Equipment and Supplies :
Musical Instruments and Games and:Toys and Arts and Crafts and Educational Equipment and Materials and Accessories and Supplies
. X z 3
® Healthcare Services
0.45 .
.
.
Environmental Services
L]
.
0.40 Education and Training Services
0.35 « Editorial and Design and Graphic and Fine Art Services
0.30 :Average
OM 100M 200M 300M 400M 500M 600M 700M 800M S00M 1000M 1100M 1200M 1300M 1400M 1500M 1600M 1700M 1800M 1900M 2000M 2100M 2200M 2300M 2400M 2500M 2600M 2700M 2800M 2300M 3000M 3100M
Procurement Value (USD) in 2020
N




Environmental
Risk Analysis
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