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Foreword
Public procurement represents a substantial share of government spending and can play a key role in helping countries pursue the agenda for sustainable development. Hitherto, the objectives driving public procurement focused traditionally on so-called primary transactional dimensions of economy and efficiency. Over time, other strategic policy aims—commonly termed “collateral” objectives—have taken on increasing centrality in the calibration of Value for Money (VfM) in public purchasing, depending on country context. Such broader socio-economic policy imperatives may include the development of local industries, facilitation of trade, promotion of environmental sustainability, and inclusion of disadvantaged groups, among others. Public procurement frameworks, to be successful, must, therefore, translate these varying policy imperatives into relevant regulations and practices within the confines of internationally accepted procurement principles.
“Social value”—within a VfM context—is a function of economic, social, and environmental outcomes that tangibly contribute to the well-being, resilience, and sustainability of society and the wider environment. By focusing on what gives social value in public procurement, governments can more readily capture positive externalities—outcomes and impacts—that widen transactional benefits and more effectively address broader pressing economic, social, and environmental challenges. Moreover, citizen preferences increasingly demonstrate demand for public procurement authorities to choose quality over price and to reflect wider societal value in making purchasing decisions and expenditures from public monies.
It is in this context that this treatise on sustainable procurement by Sanjay Kumar is very timely. While Sanjay, an acknowledged global thought leader on sustainable procurement, has made a mammoth effort in researching and collating the existing literature, he has critically examined the practices in various countries and adapted them to the Indian context. Much of the advances in this field have been made in developed countries, and their direct transposition in the developing country context has not always proven to be satisfactory. Sanjay has examined various policies and practices in different countries and made a critical assessment of their applicability in India.
What sets this book apart from the rest is a coherent narrative to view public procurement through a dual lens. From a macro-economic perspective, the book examines the power of government contracting as a policy tool to increase participation of micro and small and medium businesses, of disadvantaged groups, as well as for increasing innovation and environmental sustainability through use of “green” goods and services. At a micro-economic level, on the other hand, the book also looks at public purchasing at a discrete transactional and identifies ongoing challenges in deriving greater VfM from ground-level procedures and processes.
Procurement is, indisputably, “where the rubber hits the road.” Varied and variable procurement approaches at national and regional levels underscore the importance of sustainable global efforts to explore, innovate, and collaborate on critical dimensions of the public procurement space promoting more meaningful knowledge, research, and best practices across countries and regions. This book will be an important part of this agenda.
Sanjay Kumar needs to be congratulated for bringing out this comprehensive, yet eminently readable book on such an important subject. I am sure this will pave the way for meaningful reforms in India as well as other parts of the world.

Vinay Sharma

Preface
I first came across the term “green procurement” while researching for a dissertation topic for my second master’s course in “Public Policy & Sustainable Development” in 2006. Having never heard of the phrase in my more than a decade’s procurement experience, my curiosity was piqued. I googled “green procurement” and to my utter surprise found several thousand references on the topic. As I began reading about it, the topic fascinated me—it was at the confluence of my academic grounding in environmental engineering, professional experiences in public procurement, and sustainable development. I decided to explore it further through my dissertation and since then my quest to acquire knowledge in the field has only grown stronger. The best part is that the concept is still evolving and everyone is in a learning and re-learning cycle.
Over the years, one of the things that particularly struck me while reading on the topic was the extent to which sustainable procurement concept was written almost exclusively from a Global North point of view—a view that tends to focus largely on purchasing eco-innovative/friendly products in the European countries post-2000. Even though earlier history of promoting socio-economic dimensions through procurement existed in many countries, including in Europe, they don’t find place in mainstream literature on the topic. Bulk of literature on the topic comes from experiences of integrating environmental criteria in procurement decisions in European countries; the mainstream thinking is thus colored with dominance of environment dimension over societal issues in global conversations on sustainable procurement. This multitude of literature strongly reminded me of the fabled blind men trying to make sense of the elephant (sustainable procurement), each in his own way. There was no book that dealt with the subject holistically and addressed the topic from different stakeholders’ perspectives. Another interesting feature is that majority of literature is credited to sustainability professionals and academicians, with procurement professionals often taking a back seat. As a result, while excelling in articulating the “what” and “why” of sustainable procurement, they lack articulation on the “how” aspect of sustainable procurement. Not surprisingly, this has impacted the effectiveness of sustainable procurement as a strategic tool since purchasers find limitations in its use. This echoes, in general, a lack of engagement by procurement professionals in global conversations on integrating sustainability in purchasing decisions. This neglect also gets reflected in the overall knowledge pool that lacks perspective of the most important stakeholder in operationalizing sustainable procurement policy.
This book is a small attempt towards bringing diversity into the mainstream view.
I firmly believe that if one has to understand sustainable procurement, one needs to first understand public procurement. If SPP implementation is undertaken without having a thorough knowledge of public procurement, the implementation remains shallow, and as a result that country’s progress remains sluggish. Therefore, I have started the book by presenting a brief account of public procurement before getting into the details of sustainable procurement. In my experience, I find this is an effective ice-breaker while initiating a conversation with procurers because sustainable procurement is just an extension of public procurement that also considers sustainability concerns besides conventional factors in decision metrics. The book while highlighting numerous benefits of sustainable procurement also discusses the many challenges, including lack of good metrics and data. Against the backdrop of global SPP story, I have presented national efforts in India regarding bringing suitable guidelines for mainstreaming sustainable procurement. The idea is to showcase what it entails to build a consensus on sustainable procurement policy and steer changes required for implementing it, in a large, diverse, and developing nation like India.
Coming back to how this book’s idea was born—although I have been writing blogs and columns for newspapers, I never gave serious thought to authoring a book on the topic, despite my wife’s gentle but frequent nudges to do so. Then in 2018, the first Chairman of Task Force on SPP, Government of India, requested me to share names of few titles on sustainable procurement that can be purchased for their library. As I mentioned before, while there were many reports, best practices examples, book chapters, and implementation guidelines, I could not find a book giving a complete picture of sustainable procurement. It was then that I felt for the first time that there is a lacuna that needs filling. The idea took seed, but writing a book was still not on my radar.
Sometime in 2019, Farid Yaker, Programme Officer Sustainable Public Procurement, UNEP, was visiting New Delhi and I invited him over for dinner at home. I had first come in touch with him while planning a workshop on sustainable procurement in 2012 in India. Since then we have remained in regular touch and collaborated on numerous projects while serving as member of the One Planet Network’s Multi-Stakeholders Committee on SPP. During our dinner that night, one of the issues that cropped up in our chat was the need for a book on the topic. My wife thoroughly endorsed the idea and encouraged us to come up with a well-researched one-stop shop work. Initially, we thought of putting together an edited volume with several authors contributing a chapter each, but later we dropped the idea in favor of an authored work. After putting together, a proposal and sharing it with the publisher, I remember getting their confirmatory email, and when I shared the news with him, Farid’s remark—“a great day for SPP!”
Early 2020, I had moved to Mumbai while my family still in New Delhi. Having time on my hand, I started giving initial shape to the book when the whole world changed. On 24th March 2020, in order to control the spread of COVID-19 pandemic that was creating havoc in other countries, a very strict national lockdown was announced in India and everything came to stand still. It meant that I could not travel to visit my family in Delhi, nor could they come to Mumbai till the time lockdown was in force. I was stuck in the guest house, with the initial enforcement so strict that we couldn’t even step out of the guest house. Though circumstances were not conducive to the flowing of creative juices, I finally had endless time to research and write.
I must take this opportunity to convey my deepest appreciation to my reviewers—Farid Yaker, UNEP; Girish Bhatnagar, Independent Consultant, World Bank; Dr. Kai Hofmann, Director, GIZ; and Prof. Surender Kumar, Delhi University, for spending their precious time to go through the content and providing their critical insights. Their comments have been duly incorporated and indeed have enriched the discussion in the book. A special mention for Farid who was there at the inception and has been an absolute source of encouragement and support throughout the process. I would also like to thank Anthony Chiu, Atul Bagai, Barbara Morton, Eveline Venanzoni, Kai Hofmann, Lucie Anderton, Michelle Thomos, Rosemary Kumwenda, Sanjay Agrawal, Surendra Kumar, Shaun McCarthy OBE, and Yasuhiko Hotta, who not only provided valuable comments, but also endorsed the work. Besides above, I also had conversations with many others during the course of writing the manuscript and they helped me in formulating scope of the book; I highly appreciate their advice and encouragement.
Finally, I am deeply grateful to Vinay Sharma for agreeing to write the Foreword for this book. Incidentally, we belong to the same cadre of Government of India that manages procurement of materials within the Ministry of Railway, with him being many years my senior. He was one of the attendees at a workshop held in New Delhi in 2009 when I delivered my first public speech on green procurement. His comments at the end of my speech were very inspiring and provided strong motivation to continue working on this topic, at a time when I needed it the most. For this, I will forever be obliged to him.
Last but most definitely not the least, I would like to thank my family. My wife, for always encouraging me and supporting me in this endeavor, and also going through the manuscript along with my daughter. They jointly devoted endless hours going through each chapter and did a commendable job fine-tuning paragraphs, adjusting content flow, and editing the manuscript. My son too pitched in by helping me choose the most apt words whenever I was at a loss. Without their continuous support, especially during the difficult pandemic times, this project would not have been possible.
The book is an attempt to provide as complete a picture as possible of sustainable procurement from a developing country perspective, throwing light on the pressing need for both rapid action and further research in sustainable procurement to meet the challenges of people and planet in the twenty-first century. The views expressed here are my own in my individual capacity. I hope the readers will find takeaways from the work. Any suggestions or criticisms would be very welcome and can be sent at my LinkedIn account: https://​www.​linkedin.​com/​in/​sanjayspp/​.

Sanjay Kumar
Mumbai, India

Praise for Understanding Sustainable Public Procurement
						
“This manuscript covers three very important principles of SPP; namely: the life-cycle thinking (core engine of the Marrakech Process), the SPP’s economy of scale to bring down cost of production (enabling factor for business), and a set of working models (i.e. top-down, bottom-up, and sideway-in).”
—Anthony Chiu, Member, United Nations Environment International Resource, Manilla, Philippines
							
“Mr. Kumar has written a must-read book that is valid for procurement as well as sustainable procurement practitioners. It successfully attempts to highlight the challenges when it comes to adoption of sustainable procurement both by an organization or by a country.”
—Atul Bagai, Head of India Office, United Nations Environment Programme, New Delhi, India
							
“Sanjay Kumar’s book is an important contribution to the literature on sustainable procurement, providing unique insights into the challenges and opportunities facing India and many other countries today.
							

								It highlights the widely underestimated potential of public procurement to deliver significant environmental and socio-economic outcomes.
							

								In charting India’s progress to date, this book throws light on the pressing need for both rapid action and further research in sustainable procurement to meet the challenges of people and planet in the 21st century.”
—Barbara Morton, Director, Sustainable Procurement Ltd, The United Kingdom
							
“Sanjay Kumar’s comprehensive book on SPP shows amongst other important aspects the great potential the use of Public Procurement has to contribute to the achievement of multiple SDGs. 
							

								It gives insight to international as well as Indian efforts to make SPP happen on the ground and shows that general findings on SPP have to be translated to a country’s, municipality’s or regional priorities and characteristics in order to be successful. It highlights also the challenges that India as a big and diverse country faces in this respect. A very interesting and inspiring book!”
—Eveline Venanzoni, Senior Public Procurement Expert & Former Head of the Swiss led MTF on SPP, Geneva, Switzerland
							
“A must-read for Sustainable Public Procurement (SPP) practitioners around the globe. This well-structured book summarizes the world’s combined knowledge of SPP governance. It outlines the barriers and offers lee-ways by extracting smart insights from various experiences. It fills an important gap in the international SPP literature by shedding a light on the challenges of the Global South.
							

								Sanjay Kumar is one of the pioneers fighting relentlessly to make the world a better place through “Waking the Trillion-Dollar Giant” of public procurement. With over 23 years of governance and leadership experiences in public policy, procurement and supply chain management, he advocated relentlessly to implant sustainability in end-to-end procurement. As the chief materials manager at central railway of the Indian Ministry of Railway he realistically outlines the potentials and limits of SPP. By recounting the story of India he reveals the challenges and pitfalls of the stony path to impactful SPP implementation; but then he offers a comprehensive plan to implement this powerful instrument for his country.”
—Kai Hofmann, Director of GIZ projects supporting SPP and ecolabelling in Southeast Asia, Bangkok, Thailand
							
“A challenging look at what we should mean by ‘value of money’ and the power of procurement policy in reaching a more sustainable way of working through global supply chains through the unique lens of India.”
—Lucie Anderton, Head of the UIC Sustainability Unit, International Union of Railways (UIC), Paris, France
							
“This is a must-read for any person who works in or is associated with public procurement and policy, globally. Sanjay succinctly invites the reader to re-define ‘value for money’ which has been traditionally viewed as purchasing goods and services at the lowest cost. This traditional public practice indeed costs society more when it places people and the environment at risk and has the ability to undermine other beneficial policy efforts. As CEO of an Australian ecolabel, I cannot stress enough the importance of lifecycle thinking into purchasing decisions - not only one aspect, but a holistic approach toward environmental, social, health and quality impacts. This book is a catalyst for change, and Sanjay successfully provides context, awareness, tools, and a wealth of knowledge for those in the public sector to understand their power to shape, direct, and protect people and the planet simply by embedding lifecycle thinking into procurement. That power should not be underestimated!”
—Michelle Thomas, Chief Executive Officer, Good Environmental Choice Australia (GECA), New South Wales, Australia
							
“A delightful book full of important information for those of us who want to enjoy action to protect people and planet. Sanjay Kumar, addresses sustainable public procurement in a holistic easy to understand sustainability and value for money concepts providing perspectives of key stakeholders especially policymakers, researchers, and procurement practitioners.”
—Rosemary Kumwenda, Sustainable Procurement in the Health Sector (SPHS) Coordinator, UNDP, Istanbul, Turkey
							
“Mr Sanjay Kumar is great thought leader in the area of Sustainable Public Procurement (SPP) and is almost synonym to SPP in India. He has been making tireless efforts for implementation of SPP in India for last two decades. The book provides unique insights on different milestones of India’s journey on sustainable procurement.”
—Sanjay Aggarwal, Advisor (Procurement Policy), Ministry of Finance, Government of India, New Delhi, India
							
“Sanjay Kumar has written an insightful and important book which I am honored to endorse. Climate change is an existential threat to humanity and the unethical practices that support the rich at the expense of the poor must cease. The book makes a compelling case for the role of public procurement as a powerful tool to help to address these issues and many others. It challenges the concept of “Value for Money” to consider not only the whole life cost of goods and services but also considers the externalities that are critical to societies around the world. It recognizes that sustainability is a contextual concept, and that different countries, regions and authorities will have different priorities. The “Golden Thread” from Government policy through the multiple tiers of the supply chain is acknowledged as a critical success factor.
							

								If you are a procurement or sustainability professional anywhere in the world, please read this book. It will change the way you think and feel about your profession.”
—Shaun McCarthy OBE, Director, Action Sustainability, London, UK
							

								“The book comprehensively analyses the journey of sustainable public procurement in a developing country, especially India, in global context. Each chapter presents unique insights into the concept of sustainable procurement and offers a multidimensional and multidisciplinary knowledge-base in the field. It reorients latent observations in literature to a common parlance thereby significantly contributing to the philosophy of government purchases.”
							
—Surender Kumar, Professor & Head, Department of Economics, Delhi School of Economics, Dean, Faculty of Social Sciences, University of Delhi, Delhi, India
							
“Sustainable public procurement (SPP) has been an effective and proven policy instrument for both developed and developing countries for the dissemination of environmentally friendly products and services. SPP will continue to be one of the indispensable and effective policy tools for mainstreaming sustainable business and lifestyle models in the era of Paris Agreement and SDGs.
							

								The author has played a key role in developing and implementing this policy concept globally and within India. This book is benefitted from his wide and deep knowledge and experience on SPP. 
							

								In particular, for those considering the introduction of SPP in the governments or businesses of developing countries, the knowledge based on policy formulation and implementation in India will be useful for understanding practical aspects of SPP introduction and implementation.”
—Yasuhiko Hotta, Programme Director, Sustainable Consumption & Production, Institute for Global Environmental Strategies (IGES), Tokyo, Japan
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1.1 Introduction
Public procurement refers to procurement of goods, works, and services by governments and their agencies primarily to meet their needs and that of their citizens. Over the years, national governments established legal frameworks and designed public procurement policies to ensure that taxpayer’s money is efficiently spent by promoting open and transparent competition between potential suppliers. These policies predominantly addressed procedural aspects of procurement, i.e., how contracting authorities buy rather than what contracting authorities buy, effectively transforming public procurement into a non-value-added administrative function. Public procurement reform is a continuous process; governments globally undertook successive reforms to enhance “Value for Money” and to change stakeholder’s perception of public procurement as merely a transactional administrative function. Now, it is widely recognized as a transformative tool, having the capacity to unleash a step-change in growth and productivity, and simultaneously achieve success in reducing energy and resource consumption, promote inclusive growth, and drive a country’s economy on a low carbon growth path.
The earliest examples of the use of public procurement to achieve broader policy goals come from the USA, the UK, and France in the nineteenth century, particularly in dealing with issues of labor standards and unemployment (McCrudden 2004). The twentieth century also witnessed the expansion of the use of public procurement to include the provisions of employment opportunities to disabled workers, take affirmative actions and set-asides for minority-owned businesses (Handler 2015). The use of public procurement to safeguard domestic manufacturing dates back to the World War II era. Many countries still protect their defense production from foreign competition despite waves of liberalization and globalization. The most common example of using public procurement to achieve socio-economic goals has been price preference for a particular category of items, reservation of certain items to Small and Medium Enterprises (SMEs), and incentives to local industries and socially disadvantaged groups. Policies to encourage the participation of SMEs, local industries, and socially disadvantaged groups in public procurement are not necessarily inconsistent with economic efficiency and effectiveness but are essentially grounded in the imperative of fairness (World Bank 2021). However, such practices were pruned down in the past when the neoliberal perspective took roots and advocated a limited role for the state in the delivery of public services or by the public sector operating under private market rules (Melo Araujo 2016). The use of public procurement for achieving broader development goals was seen as a drag on the economy, promoting financial inefficiency. New procurement regulations placed overemphasis on values like “lowest costs” and “open competition” at the heart of the procurement process (De Schutter 2014).
However, in the last recent decades, there has been growing policy interest in reorienting public expenditure towards solutions that are compatible with environmental and social sustainability because of the increased importance being placed on sustainable development. Hart (1974) argued that governments shall consider the greatest benefit of the least advantages in their decisions, public financial savings shall be just, justice shall be a virtue, and equity shall be a basic operational guideline for the administration. Several other authors like (Frederickson 2010) considered social equity as a core value of public administration. As a result, it is incumbent on contemporary governments to ensure that values such as environmental sustainability, fairness, equal treatment, human rights, peace, security, gender, equity, and cultural diversity are reflected in public policies, including procurement policy. Governments, as regulators and active and powerful market participants, have a moral and ethical obligation to ensure that these values are delivered through procurement policies. The attempts to make public procurement policies fit to deliver these values have been termed as strategic public procurement. In addition to delivering immediate policy objectives of achieving VfM and maximizing efficiency in delivering public services, it can deliver complementary policy objectives too (OECD 2019).
The strategic use of public procurement means that values other than cost and competition—such as social, economic, and environmental values—are also taken into consideration in purchasing decisions (Cervantes-Zapana et al. 2020). Sustainable public procurement (SPP) that considers economic, environmental, and social perspectives into purchasing decisions in a holistic manner has gained momentum and now emerged as a preferred demand-side market-driven policy tool for delivering these values.
1.2 Value for Money Concept
The recent impetus to use public procurement as a strategic tool has come from the fact that governments around the world spend a significant percentage of their budget on purchasing goods, works, and services for delivering public services such as education, health, transport, food, water supply, sanitation, and other services to their citizens. What makes procurement by public agencies an important lever for change is the weight of the public sector in national economies. On average, OECD countries spend about 12% of their GDP on public procurement, ranging from 5.1% in Mexico to 20.2% in the Netherlands (OECD 2017). Out of total public procurement expenditure in OECD countries, 63% of the procurement expenditure is done by sub-national governments (OECD 2016), signifying the importance of local governments. Every year public authorities in the EU spend around 14–16% of GDP on public procurement, acting as a major driver of economic growth, job creation, and innovation (Becker et al. 2019). Governments in developing and emerging economies spend even more on public procurement as they often rely on public sectors to deliver public services. In India, public procurement expenditure amounts to about 20–25% of the country’s GDP (Prasad 2018). In 2018, governments of 159 countries spent an average 16.4 percent of their GDP on public purchase, with the percentage ranging from 4 to 38% (The Global Economy.com. 2020). Globally, government procurement has been ever increasing and has already reached USD 13 trillion in 2019, representing 15% of global gross domestic products (World Bank 2021). Such a large expenditure on public procurement shows that it accounts for a substantial portion of the taxpayers’ money; governments ought to spend it strategically, transparently, and efficiently to ensure high quality of service delivery, achieve the “Value for Money” (VfM) (OECD 2015), and address market failure (Jones 2021). As per Aigheyisi and Edore (2015), “The essence of public procurement is to achieve ‘Value for Money’, which manifests in enhanced human welfare and improved economic growth.”
It is this VfM aspect of public procurement that stakeholders are increasingly questioning in the light of unsustainable consumption and production patterns of economic development. VfM, in a traditional procurement system, is said to have been achieved when a contracting authority awards a tender to the lowest price bidder in an open competition. The considered view now is that the traditional method to achieve VfM has significant shortcomings, which undermines the achievement of broader government objectives. Firstly, it does not consider repair, maintenance‚ and operation costs and end-of-life disposal costs incurred by an organization over the product’s life cycle when arriving at the lowest price based on the upfront price quoted by the bidders. Such a decision leads to misallocation of resources, hinders innovation, and provides a poor return on investment. Secondly, it does not capture the negative externalities on the environment and society caused during manufacturing, operation, use‚ and disposal of products. As a result, the least-cost solution can significantly increase negative environmental impacts compared to other market-ready sustainable solutions. Thus, purchasing decisions based on the lowest upfront price do not guarantee the best “Value for Money.” Therefore, the VfM as a concept needs broadening to include social and environmental externalities or factors such as employment creation, support for vulnerable groups, or local content to spend taxpayers’ money judiciously and achieve broader sustainability objectives of the government (Kumar 2018). This understanding of VfM shifts the traditional focus on efficiency and economy in the procurement to reflect broader socio-economic policy imperatives. The World Bank (2021) argues that the “value” in VfM is relative; each country should pursue procurement policy objectives in ways that maximize value for its own stakeholders.
Every product, from office stationary to space satellites, that institution (both public and private) purchases has hidden costs for the natural environment and the world’s people. This consciousness has been fundamental for leveraging institutional purchasing power for undertaking the next big procurement reform. The realization that purchasing decisions made by a consumer have an impact on the upstream and downstream supply chain led to the belief that institutional procurers play a significant role in shifting the market on a sustainable development path. As the biggest consumer, the Government can leverage its “power of procurement” to trigger innovations among manufacturers and shift resource allocation towards the production and consumption of sustainable products, works, and services. It means, government, like a “smart consumer,” by demanding environment-friendly and socially responsible products, can exert a powerful influence on how products are designed, how efficiently they function, how long they last, and how they can be handled responsibly at the end of their useful lives (Mastny 2003; Blackman, Luskin, and Guillemin 1999). This will help move the economy on a sustainable development path, achieve multiple SDGs, mitigate climate change, create green jobs, and promote a greener, inclusive, and circular economy. In many cases, it will also help in reducing the total cost of ownership to the organization eventually.
1.3 Evolution of Sustainable Public Procurement (SPP)
International institutions have played a significant role in bringing out the pivotal role of public procurement in pushing the world economy on a sustainable path. The thought started taking root during the international declaration at the Rio Earth Summit (UNCED) in 1992. It grew through events like the World Summit on Sustainable Development (WSSD) held in Johannesburg in 2002 and Rio + 20 Earth Summit in 2012, finally leading to Sustainable Development Goals 12, which explicitly calls for integrating sustainability in procurement decisions. The Rio Earth Summit, 1992, called for integrating the environmental dimension in policymaking to achieve sustainable development. WSSD 2002 also encouraged countries to adopt procurement policies that promote the development and diffusion of environmentally sound goods and services. In response, countries started integrating environmental considerations into the purchasing process to promote eco-innovation and waste minimization and thus developed the concept of Green Public Procurement (GPP). It is important to remember that while the idea of using public procurement to achieve environmental objectives was novel‚ the thought process of using public procurement strategically was more than a century old.
As per EU,1 Green Public Procurement (GPP) is defined as a process whereby public authorities seek to procure goods, services, and works with a reduced environmental impact throughout their life cycle compared to goods, services, and works with the same primary function that would otherwise be procured. The resulting affirmative demands from public agencies ensure that environmental criteria are integrated during different phases of the procurement cycle to effectively minimize negative environmental impacts of products over their life cycle of manufacturing, transportation, use and recycling, or disposal. Such considerations in procurement decisions reduce the environmental impacts of goods and services; the resulting competition between enterprises leads to popularization of environment-friendly products and development of a market for the greener products (Ministry of Environment, Japan 2016). Similar definition is also prevalent in OECD and APEC countries (Gimenez-Pujol and Castano 2013; Brammer and Walker 2011). It should be noted that when the concept of GPP was first introduced, the emphasis was solely on the environmental outcomes of purchasing decisions.
However, as the idea grew, stakeholders began to feel that along with environmental and economic dimensions, social dimensions should also be integrated into procurement decisions to truly reflect the three pillars of sustainable development. As discussed above, historically, leveraging public procurement to address social issues preceded addressing environmental issues. The renewed emphasis on social dimensions led to further evolution of the concept into Sustainable Public Procurement (SPP), which embodies all three dimensions of sustainable development in procurement decisions. UNEP has defined Sustainable Public Procurement “as a process whereby public organizations meet their needs for goods, services, works and utilities in a way that achieves Value for Money on a whole life-cycle basis in terms of generating benefits not only to the organizations but also to society and the economy, whilst significantly reducing negative impacts on the environment.”
Over the last two decades, SPP has successfully emerged from a nascent concept to a strategic demand-side policy instrument in some parts of the world for delinking resource consumption and environmental degradation from economic growth and promoting social well-being. While governments use it as a cross-cutting tool to meet socio-environmental objectives, businesses use it to drive down cost, identify hot spots, minimize environmental and social risks along the supply chain, create value, and enhance their brand value. The 2017 Global Review (UNEP 2017) confirmed that national and local authorities have progressively embraced sustainable public procurement to achieve outcomes consistent with broader environmental and social policy goals.
The journey has also seen several related concepts such as environmentally friendly procurement, environmentally preferential procurement, green government procurement, social and ethical procurement, responsible procurement, eco-friendly procurement, circular procurement, etc., coming into play and used interchangeably. While these concepts have similar connotations and all leverage institutional purchasing power, they sometimes create confusion in the minds of stakeholders. With the International Standards Organization naming its ISO 20400: 2017 standard on Sustainable Procurement, the concept of “sustainable procurement” is now getting wider acceptance among stakeholders, conveying a more nuanced approach towards embedding sustainability in buying decisions. It is now widely recognized as a key instrument for achieving SDGs (especially SDG 12.7) that fits into the collective efforts and multisectoral approach of the UN 2030 Agenda for Sustainable Development (FAO et al. 2021).
Concurrently, due to the importance being placed on mainstreaming the circular economy concept in government planning and policy, the use of procurement to drive circularity is gaining traction globally. Similarly‚ countries are now prioritizing decarbonization of economy through public procurement in view of their commitments to fight climate change. There is also a renewed emphasis on the social dimension of sustainable development, and the term “equity” is increasingly entering the lexicon of “value” due to its relevance to countries in transition to development. Public authorities ought to consider these values in purchasing decision to enhance positive impacts by distributing the benefits that are delivered. This demonstrates the enormous potential of public procurement to foster innovation and improve the environment, public health, and social conditions. However, the real impact of strategic public procurement will be determined by how well it complements other policy measures and becomes part of the policy tool kits.
1.4 Role of Multilateral Development Organizations in Spreading SPP
From the 2000s onwards, the SPP concept has constantly been evolving and traveling to different corners of the world. Many organizations have played a key role in the development and spread of the concept at regional, national, and local levels. Among them are the OECD, ILO, WTO, EU, United Nations Environment Programme (UNEP), International Green Purchasing Network (IGPN), International Institute for Sustainable Development (IISD)‚ Local Government for Sustainability (ICLEI), and Sustainable Purchasing Leadership Council (SPLC), as well as a slew of NGOs and UN organizations that worked in tandem but with disparate motivations and drivers. Some institutions, such as ICLEI and IGPN, were solely concerned with promoting environmental aspects, while others, such as the ILO and NGOs, were more concerned with enhancing social values, and still others, such as UNEP and SPLC, advocated balancing social, environmental, and economic aspects in public procurement. The activities of these institutions in certain geographical areas have influenced countries in those areas to adopt various strands of strategic public procurement. But, what they all have in common is that they all value competition, transparency, equal treatment, adherence to national laws and rules, and commitment to international agreements.
The UNEP began its formal journey with the Swiss-led Marrakech Task Force in 2004 and now has Sustainable Public Procurement (SPP) as one of the six programs of the overarching One Planet Network, focusing on the transition to sustainable consumption and production patterns in member countries. As per UNEP’s Global Review of Sustainable Public Procurement 2017, forty-one national governments had provisions to facilitate the inclusion of sustainability concerns in decision-making in their policy and/or regulatory framework, though at different maturity levels. The EU, through their program, has played a key role in developing and strengthening the GPP concept in Asian, African, and Latin American countries. Multilateral Development Banks have also revised their procurement guidelines to support the integration of sustainability in purchasing decisions in projects financed by them, thus taking the concept to the door of poor and developing economies. The International Labor Organization (ILO) has been instrumental in bringing social issues such as working conditions, fair and equal wages, non-discrimination in employment opportunity, etc., to the forefront in public conversations and working to address them through its various conventions. The revised WTO GPA explicitly recognizes protecting the environment and promoting conservation of resources as essential elements of the procurement process. OECD recommended its member countries in 2002 to develop GPP policies consistent with national policies, international obligations and commitments (OECD 2002). This demonstrates that, despite working independently in their respective domains, these institutions supported the idea of using governments’ purchasing power to deliver values important to society and encouraged countries to adopt policies that contribute to delivering those values.
1.5 Maturity Levels of SPP in Countries
Many industrialized countries in Europe and North America and some in Asia and Latin America have developed guidelines, tools, and resources for implementing SPP at the ground level. In contrast, in most of the Global South, embedding sustainability in procurement remains an alien subject amid a constant struggle to get the attention of political and organizational leadership. Many countries are just starting their journey with sustainable purchasing; some have addressed low-hanging fruit and need to develop plans for meaningful next steps; only a few have developed comprehensive category strategies. However, thinking that integrating sustainability in procurement decisions is beneficial for their people, good for their economy, and good for their future generations is slowly sinking among policymakers in these countries too. Considering that many developing countries lack natural resources to propel economic growth and meet their people’s demands for better delivery of public services, the implementation of SPP policy is likely to result in more potential benefits than that in developed countries. Realizing these potentials, many countries in the Global South, such as South Africa, Brazil, Thailand, Malaysia, etc., have adopted SPP policy and now have SPP policy framework. However, despite the big noise about the progress and evolution of SPP as a promising tool to save the people and planet, procurers (both in developed and developing countries) are struggling to implement theoretical constructs amid complexities involved in integrating sustainability in purchasing practices.
In recent times, India has witnessed growing conversations on sustainable procurement considering growing consumption and concerns on resource needs to meet future consumption demands, Sustainable Development Goals (SDGs), and the Glasgow Climate Change Agreement. Many policy papers and reports increasingly refer to green/sustainable procurement as a tool for resource-efficient and low carbon green growth in India. Government of India has issued a new General Financial Rule (GFR) 2017 and the Manual for Procurement of Goods 20172 to facilitate purchasing of sustainable goods by public purchasers. India has also updated various other rules such as E-Waste Management Rules 2016 (MoEFCC 2016a, 2016b, 2016c) and 2018 (MoEFCC 2018), Construction and Demolition Waste Management Rules 2016 (MoEFCC 2016a, 2016b, 2016c), Solid Waste Management Rules (SWM) 2016 (MoEFCC 2016a, 2016b, 2016c), etc., that have relevance in implementing sustainable procurement on the ground. The Niti Aayog (2017) has released “Strategy Paper on Resource Efficiency” that advocates implementation of SPP policy to enable the creation of a vibrant, competitive green product market to strengthen India’s long-term competitiveness and serve the needs of the aspiring population. Government also notified an inter-ministerial Task Force on Sustainable Procurement in March 2018 to accelerate embedding sustainability in purchasing decisions in the public sector in India. Nevertheless, despite these guidelines, efforts, and measures, procurement of sustainable products, works, and services by public contracting authorities on the ground has been slow. The Indian experiences demonstrate that the road from the integration of sustainability in high-level policy documents to effective implementation on the ground is usually long and winding. It requires development and corroboration of a series of procedures and tools to operationalize SPP. Such a challenge is not only the story of India, but such a story resonates in different parts of the world too.
The idea of using public procurement to achieve socio-economic objectives is not new to the Global South. However, its potential to make transformative changes in the markets for innovations in products and services (SDG 9) and help governments achieve multiple SDGs, climate change goals, and environmental sustainability has not been fully appreciated and realized in the region. Many Southeast Asian countries, for example, which share goals for sustainable consumption and production, have incorporated green purchasing principles into overarching and thematic policies and have independently implemented them. However, there has been very limited attempt to capture procurement policies and practices aimed at addressing social sustainability in the Global South. Notwithstanding this knowledge gap, in general, a structured program on SPP is missing in most countries in the Global South. Therefore, there is a need to understand the drivers for implementing sustainable procurement and draw lessons from the implementation experiences of countries in the Global North. Learnings from the Global South are equally important as governance systems in developing countries have more commonality and they open opportunities to develop local industry and innovation while addressing other societal issues through public procurement. However, the most significant reason to undertake this research is to understand the profound transition required in countries in the Global South to realize the true potential of using public procurement as a strategic demand-side innovation policy tool.
1.6 About the book
Sustainable procurement, as a concept, began its journey in the 1990s and now has its ISO:20,400 standards in less than three decades. The extensive adoption of sustainable procurement policy in many countries points to the growing importance of this topic: it indicates that it has been gaining traction among researchers, policymakers, and practitioners to deliver socio-environmental objectives of governments and create value for business. However, despite having great relevance, current literature that addresses the subject holistically from the perspectives of policymakers, researchers, and practitioners is relatively scarce. Additionally, most literature on the subject has been written based on the implementation experiences of developed European countries. This worldview's dominance has been central to today's intelligentsia and practitioners, shaping what passes for our modern knowledge of sustainable public procurement. As a result‚ the dominant understanding not only fails to acknowledge on-the-ground realities in countries in transition to development, but we attempt to apply concepts developed and matured in industrialized societies to these countries without realizing that public procurement is governed by local regulations in respective countries. Even the current dominant mainstreamed view on sustainable public procurement needs to be better grounded in evidences and realities. There are several reports, case studies, and best practice examples on the success of, say, Germany or the Netherlands in implementing sustainable procurement; however, there is very little information available on how the SPP concept evolved in these countries, what challenges they faced during design, development, and implementation phases, and how those challenges were addressed. Further, all these reports, case studies, and best practice examples take for granted that the legal mandate for integration of sustainability concerns in purchasing decisions already exists in the entire world, which is far from the prevailing reality.
In reality, procurement regulations in more than two-third of the countries in the world do not facilitate embedding sustainability concerns in purchasing decisions.3 The market for sustainable products and services in these countries is insignificant because manufacturing sustainably is inherently a costly affair and needs superior technological inputs. Even a small increase in the cost of purchase matters a lot to governments in developing and poor economies as their finances are always stretched. According to Walter et al. (2011), under budgetary constraints, public authorities tend to follow a more short-term policy and choose the cheapest bids, thus favoring the brown products and services. Such a situation leads to completely different kinds of conversations around sustainability in which sustainability competes with other deserving issues, such as poverty, malnourishment, and hunger and invariably takes a back seat. This is, however, a disservice to the intersectional nature of sustainability; for example, citizens may be unaware that sustainable public food procurement, sourced from local smallholding farmers, can indeed reduce rural poverty, boost local economy, and help provide nutritious food to schoolchildren (FAO et al. 2021). Therefore, there is an urgent need to bring prevailing ground realities in developing and poor economies into the global conversation around sustainable procurement implementation.
The prevalence of implementation experiences of developed countries also arises from their significance to policymakers and practitioners. However, these learnings cannot be transposed into practices in developing and poor economies in the absence of supportive frameworks, leadership supports, and citizen awareness of sustainability. As a result, these reports, case studies, and best practice examples appear futuristic and reduce to information that is good to know but difficult to replicate within the existing governance setup in these economies. For example, knowledge and information around mobilizing the necessary political and governance support to make procurement regulations fit for addressing sustainability is far more important today than information on how to leverage public procurement for decarbonization. The decarbonization of the economy through public procurement will have to wait until procurement regulations in these countries allow inclusion of sustainability criteria in procurement decisions. In the absence of relevant knowledge and information to tackle prevailing implementation challenges in these countries, policymakers and practitioners keep trying to reinvent the wheel without much groundwork to aid the change.
This book attempts to close these research gaps in the current body of knowledge and provide an in-depth study of a developing country’s journey on the SPP trajectory in the context of a global story. It draws from a substantial body of research based on sustainable/green procurement experiences in developed countries and attempts to localize them to make them relevant to the developing country context. The country context is very important because “value” in VfM, as discussed above, is relative and contextual; each country should pursue procurement policy objectives in ways that maximize value for its own stakeholder. Different chapters in the book have been written keeping in mind policymakers, researchers, and practitioners globally and presented with concrete examples of a contested process, leading to sustainable procurement implementation in India. The seven chapters cover topics from the emergence of public procurement as a strategic tool to the future of sustainable procurement as a relevant and preferred policy tool among policymakers. Chapter 1 to Chapter 3 are global in outlook, i.e., discussions in these chapters are not country-specific but aim to provide readers with a solid understanding of sustainable procurement concepts and practices in the different parts of the world. Chapters 4 and 5 highlight the need for deep understanding of country-specific contexts for designing and implementing an effective sustainable procurement program. They cover India’s developmental needs and how India could address those needs by integrating sustainability in purchasing decisions. Chapter 6 then takes international experiences of implementing sustainable procurement (provided in Chapters 2 & 3) and localizes them in the Indian context (given in Chapters 4 & 5) to develop a strategy for embedding sustainability in public procurement in India. Finally, Chapter 7 discusses emerging concepts and recent changes happening in the area of sustainable procurement on the global stage.
To go in depth, Chapter 2 introduces the basics of public procurement to provide context for the subsequent chapters. It also discusses emerging international trends that focus on the strategic use of public procurement for achieving environmental and social benefits apart from economic impacts. It traces the history of public procurement from its origin to its transformation as a professional discipline in recent times. The critical role of academia in transforming public procurement as an academic discipline is also discussed. The central theme of the chapter is the transformation that the concept of “Value for Money” has undergone in recent times considering changing perceptions about what constitutes true value to stakeholders. The inclusion of environmental and social sustainability, apart from the lowest price, in “Value for Money” matrix, in turn, has changed the entire perception of public procurement in the context of financial management and public sector governance. Increasingly, achieving social and environmental sustainability outcomes has become central to achieving “Value for Money” in public procurement. This chapter includes detailed deliberations on how “Value for Money” can be achieved in public procurement using the Most Economically Advantageous Tender (MEAT) Methodology. This chapter further makes the case for internalizing externalities in “Value for Money” calculation and establishes a business case for internalizing environmental and social sustainability in purchasing decisions in businesses and key rationale for doing the same in public sectors. However, the successful development and implementation of sustainable procurement policy will depend on how well the public procurement policy is linked to broader national objectives; after all, a country’s procurement policy cannot be in conflict with a country’s high-level development priorities. Thus, finally, the chapter addresses the questions of “What” and “Why” of sustainable procurement to enforce readers’ understanding of sustainable procurement as a tool for achieving broader national objectives.
Internationally, many countries have endorsed the market economy principle and encouraged sustainable procurement to achieve diverse objectives. This book does not claim to be an encyclopedia of SPP practices in different countries, but it highlights best practices and key learnings that could be contextualized for developing and emerging economies like India. Chapter 3 extends the discussion started in the previous chapters by explaining how sustainability considerations have been applied during different phases of the procurement process in countries further along the SPP journey. It discusses the spread of sustainable procurement policy and practices to different parts of the world, emphasizing its use in European countries and China to achieve broader societal goals. The choice of European countries has been made considering their maturity in implementing sustainable procurement policy at national and sub-national governments. Also, these countries have been at the forefront of conducting experiments in embedding sustainability in purchasing decisions; this makes them ideal for drawing key implementation lessons. On the other hand, China is comparable to India in terms of size, diversity, and scale of economy and has important lessons for India too. For example, the use of Environmentally and Energy Labeled products as sustainability criteria in purchasing decisions in China highlights the importance of a top-down approach for sending a clear signal to the market and influencing their manufacturing process. What emerges is that continuous support of political leadership and diversity of tools and resources for guiding public purchasers in integrating sustainability in purchasing decisions have been the hallmark of sustainable procurement policy and practices both in Europe and China. The variations in the level of maturity of sustainable programs of different countries in Europe suggest that efforts required for mainstreaming sustainable procurement in practices go beyond simply providing a supportive policy framework. However, with time, commitment, and perseverance, countries can make a difference and reap its potential benefits.
The chapter ends with a discussion on the vital role of international organizations such as UNEP, EU SWITCH Asia, SPLC, ICLEI, and International Green Procurement Network (IGPN) in articulating the need to adopt sustainable procurement as a policy choice to address structural inefficiency4 in public procurement and enhance the sustainability outcome of purchasing decisions. Finally, it argues for the centrality of the environmental and social benefits of sustainable procurement in garnering broader support of stakeholders, including political leadership and spreading sustainable procurement concept worldwide.
As mentioned above, Chapter 4 provides country-specific context. It starts with a discussion of India’s growth story post-liberalization in 1991 and the influence of population growth, urbanization, and rising income level of citizens on consumptions, a unique development challenges it now faces. Then, a brief history of public procurement policy and institutions in India has been presented specifically concerning addressing societal issues during pre- and post-independence years. It gives a bird’s-eye view of the evolution of the sustainable procurement concept to its current status in India based on the research, reports, and information available in the public domain and the author’s own associations and experiences with various sustainable procurement initiatives in India. As it navigates through different socio-economic and environmental policy frameworks for integrating sustainability in public procurement, it provides a systematic analysis of how cross-interlinkages between different policies can facilitate the inclusion of sustainability criteria in procurement practices in India.
From practitioners’ perspective, this book examines the extent of adoption of sustainable procurement practices at the Central, State, and Municipal levels before and after the new GFR 2017 and the Manual for Procurement of Goods 2017. It seeks to answer whether changes in procurement policies’ post-release of new GFR and Manuals in 2017 led to significant changes in the uptake of sustainable procurement policy. This chapter examines how policymakers and practitioners are using these provisions to achieve broader strategic goals. There are wide gaps in the understanding, practices, and management of sustainable procurement among stakeholders at various levels of governance. It also examines gaps in the existing sustainable procurement framework for embedding sustainability in purchasing decisions and highlights opportunities for integrating such concerns in decision-making; such clarity is especially relevant for making a value judgment about the effectiveness of current policy, as sporadic sustainable procurement practices were prevalent in India even before these policy guidelines came into effect.
India has unique implementation challenges due to the simple fact that bringing innovative changes in existing policies of a country as large, populous, and diverse as India is intrinsically a more complex and contested process than what it would be in some smaller countries, where SPP policy is deep-rooted now. Chapter 5 begins with a discussion of the barriers and drivers for implementing sustainable procurement. It takes off from India’s existing procurement and environment policy guidelines, discussed in Chapter 4, and analyses how their presence or absence acts as a catalyst for sustainable procurement implementation in India. It attempts to evaluate the effectiveness of existing policy measures on sustainable procurement in India and examines the adequacy of the current policy framework for the successful implementation of SPP practices. Further, it appraises the use of these guidelines in the procurement process and brings out gaps in the current policy framework that must be addressed to accelerate the penetration of sustainable procurement in India.
The later part of the chapter traces the origin of “green/sustainable procurement” vocabulary in India and dwells on earlier attempts by the government to implement green/sustainable procurement in India at the national level. Though these initiatives failed to achieve their stated objectives, they were successful in raising stakeholders’ awareness of sustainable procurement and are important milestones of India’s journey on sustainable procurement. Learnings from these initiatives are worth considering for any future initiative to implement sustainable procurement on a pan-India basis. For instance, Indian Railways’ attempts to implement sustainable procurement on its own provide a ready-made template for replicating railway’s experiences in PSUs, other central ministries, and state governments for broader uptake of sustainable procurement policy in India.
Chapter 6 is the culmination of discussions held in previous chapters on integrating sustainability in public procurement and discusses how India can replicate success in implementing sustainable procurement by countries globally, but in its own unique context. This chapter reviews the shortcomings in policy and strategy fronts, provides guidance based on the established best practices in Europe, China, and other parts of the world, and develops strategies to incorporate sustainability in the traditional procurement processes and practices. SWOT analysis has been used to determine the strengths and weaknesses of the current policy framework. The international experiences in implementing sustainable procurement (Chapters 2 & 3) have been used as input for developing a broad strategy to remove weaknesses in the current sustainable policy framework (Chapters 4 & 5). While developing the strategy, emphasis has been placed on localizing international experiences to suit the Indian context and developing cross-linkage between sectoral and procurement policies to fast-track implementation in a decentralized manner.
The strategy is structured around ten building blocks—decentralized approach, data-driven approach, collaboration with stakeholders, professionalization of procurement, comprehensive SPP framework, developing cross-linkages, Extended Producer responsibility, rebooting Indian EcoMark label, strengthening the Bureau of Eenergy Efficiency (BEE) program, and leveraging the Zero Effect-Zero Defect (ZED) framework. These blocks are fundamental for scaling up the SPP program in India. The relevance of these blocks for other countries will depend on their local context, market maturity‚ and progress in sustainable procurement implementation. These blocks are independent but are mutually reinforcing.
Additionally, a draft sustainable procurement policy has been presented in the chapter that the Government of India could adopt with appropriate modifications in consultation with stakeholders. Finally, a roadmap for implementing sustainable procurement in India has been presented. It comprises smaller goals and actionable activities with time frames to drive sustainability benefits through public procurement. In the end, the chapter draws key learnings from sustainable procurement implementation experiences in India that could prove useful for policymakers in other developing and poor economies trying to leverage their “power of procurement.”
Chapter 7 comprises two parts, namely the future trends in sustainable procurement and the conclusion. While the first part encapsulates current global trends such as Circular Economic, Industry 4.0, blockchain technology, international trade, and other recent initiatives that would shape future sustainable procurement practices in the entire world, the second part covers the conclusions and key learnings of this book.
From policymakers’ perspective, this book highlights the effectiveness of public procurement as a tool for achieving broader national and global objectives. It buttresses the point that while a conducive policy framework is an essential prerequisite, it is not sufficient for the broader uptake of sustainable procurement practices on the ground. There are policy recommendations on what needs to be done to mainstream sustainability in procurement decisions in India and make SPP a preferred tool for achieving high-level policy priorities. Given the globally shared interest in fast-tracking sustainable procurement implementation, the knowledge and understanding gained from experiences of implementing SPP in India could readily be contextualized and translated by policymakers, especially the Global South, in their national legal policy framework.
From the researchers’ perspective, this book opens a wide area of research opportunities that need in-depth studies to enhance the understanding of stakeholders and provide essential information needed for evidence-based policymaking on SPP. In India, research on public procurement in general is woefully inadequate; there is hardly any peer-reviewed research on SPP in India. The current estimate of government expenditure on public procurement of goods, works, and services to deliver public services varies from 15 to 43% of India’s GDP. This variation in estimates of public expenditure on procurement is quite wide, to say the least, having wider ramifications for policy research and decision. In the absence of sectoral knowledge of expenditure and its impact on people and the planet, it is challenging to design a targeted SPP policy to address relevant issues of the sector. For example, without knowing national aggregate expenditures in different spend categories and their respective impacts on the health sector, it would be challenging to answer whether sustainable procurement policy should be designed to prioritize waste or energy or something else related to this sector. Like any emerging field, sustainable procurement at the moment has more questions than answers: this book, therefore, provides directions for the challenges ahead; researchers will find many opportunities in this book for further in-depth study. The very nature of procurement means that questions raised are multidisciplinary, spreading across various areas.
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Footnotes
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2A revison of the Manual is slated to be published in 2022.

 

3According to UNEP (2017), 41 countries have some kind of public policy framework to facilitate buying sustainable products and services.

 

4Losses due to purchasing decisions based on the lowest upfront price without taking into account operating, maintenance, spare parts, disposal‚ etc. cost over life cycle of products.
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2.1 Introduction
Public procurement refers to the purchase by governments and their organizations of goods, works, and services using public money. Government at all levels—municipality, regional, national, and super national—primarily undertakes procurement to support it in carrying out its function and to provide public goods or services such as health, community services, environmental protection, etc. The history of public procurement is very long (Thai 2001). Thai (2001) noted that its origins can be traced back to earlier periods of civilization, when rulers built megaprojects such as the pyramids of Egypt, the Great Wall of China, the Colosseum, and the Roman Pantheon in Italy. Due to the high cost of such projects from the royal treasury, complete loyalty to the emperor was the primary qualification for performing procurement functions. They merely ratified the king's decision, giving rise to the widespread belief that procurement is merely a clerical function with no value addition. With the rise of modern states in Europe during the Renaissance and Enlightenment periods in the late seventeenth and eighteenth centuries, citizens began to question the status quo in procurement and financial management of the states. As contracts are often the root through which government policies get translated into tangible benefits to society; they frequently chastised the procurement process for being functionally deficient, procedurally slow and complex, and ineffective in achieving desired results. Following that, governments around the world implemented reforms to the public procurement system, primarily to address the issue of transparency and reduce the incidence of corruption. These reforms increased the legitimacy of the procurement process as well as the legitimacy of governments. The chapter traces the evolution of the public procurement function from a backroom office job to its current status as a strategic tool to deliver broader national goals.
Globally, there is a clear trend towards the procurement function shifting from a transactional to a more strategic role. The transition from an old-fashioned procurement system focusing primarily on quality, price, and timeline to one that also promotes environmental benefits, social well-being, and shared prosperity while achieving VfM is more visible than ever before. The gradual acceptance among governments, businesses, financial institutions, and stakeholders of the need to shift the business model from profit-at-all-costs to one that respects planetary boundaries has acted as a catalyst in the emergence of the concept of sustainable public procurement. The chapter draws on research, reports, and guidance to better understand what “value” means to stakeholders in the context of public procurement and how to deliver it while balancing functional and horizontal goals.
The chapter ends with a discussion on the importance of linking “power of procurement” to broader development objectives. It further examines acceptability of sustainable public procurement policy as a strategic tool amid the acceleration of trends like “beyond growth,” “building forward better,” and “the great reset” in post-COVID-19 world.
Throughout the book, “procurement” or “purchasing” means institutional procurement, i.e., procurement done by both public and private sectors.
2.2 Stakeholder’s Perspective of Public Procurement
Public procurement is an essential component of good governance and administration. It is a critical means of allocating taxpayer funds to provide public services to citizens; indeed, it is difficult to imagine a modern state that does not have an effective and efficient public procurement system. This is true not only in the setting of a modern democratic state, but it was also true in the past. Ancient megaprojects such as Egypt's pyramids, China's Great Wall, Italy's Colosseum and Roman Pantheon, and Peru's and India's ancient temples could not have been completed without sound public procurement and contract management procedures. The Egyptians, who built the pyramids, kept track of the flow of building materials and personnel on papyrus rolls as early as 3000 BC (Basheka 2013). Scribes were the earliest documented procurement professionals in history, as they were used by the Egyptians to handle supply and track orders (Basheka 2013; Thai 2001). The earliest purchase order found in Syria for “50 jars of fragrant smooth oil for 600 small weight in grain” dates between 2400 and 2800 BC (Coe 1989). According to the research, the rise of the silk trade between China and Greece in the eighth century BC was vital in the establishment of more nuanced public procurement procedures (Fuwei 1996). Later, with the advent of Roman law, the concept of obligation between contracting parties arose, providing a foundation for the concepts of agreement, agency, partnership, and sale (Watson 1984). Frier (2021) has published a book titled “ A Casebook on the Roman Law of Contracts,” giving details of contracts and contracts related issues such as contracts, sales, consensual contracts, third-party rights and obligations, quasi-contracts, etc. prevalent during the Roman empire. As nations, churches, and kingdoms grew stronger and power centralized, the demand for materials to build infrastructure to deliver the services and expand boundaries grew. However, because public procurement was inextricably related to state administration and financial management, it remained primarily centralized.
Many principles in public procurement, such as equal opportunity, contracting conditions, making or purchasing decisions, and so on, have their roots in Enlightenment literature. During the Enlightenment, for example, the concept of equality under the law became a cornerstone of a good society. This notion also made its way into government procurement. Similarly, notions in public procurement such as treating all possible vendors fairly, awarding contracts based on merit criteria, and so on have origin in the Enlightenment era. The need for a rule of law to limit kings’ arbitrary authority, as advocated by Enlightenment thinkers such as John Locke, got extended to the procurement function in order to reduce arbitrariness and make its outcome predictable.
However, in the review of Basheka’s 2013 work, Robert (2018) noted that there was great tendency to belittle purchasing and the position itself had little prestige. Keeney (2007) reinforced the evidence that there were no professional procurement officials: they were unable to resist decisions taken by the superior to favor a certain constituency. Most of the goods and services needed by the government were supplied by Commissioners or Commissaries, who received a commission on what they bought for the militia or other administrative unit. The common perception was that the handling of purchasing functions was a relatively passive and reactive activity done by purchasing agents who were merely formalizing decisions taken by their masters. Thus, purchasing garnered a reputation as a low value-adding activity that did not need strategic focus. The relationship between purchasers and contractors/vendors was far from professional and unethical practices in purchasing that were common. Robert (2018) cites works wherein the authors provide evidence to support that the position of the Royal Navy Clerk in London, which is equivalent to a modern-day Contracting Officer, was an unpaid position and kickbacks were expected means of compensation. This paper also noted that the US Congress passed the first procurement legislation in 1792 to arrest such irregularity by regulating the procurement process.
Other perspectives were present too. According to Basheka (2013)‚ one of the first books on procurement, “The Handling of Railway Supplies: Their Purchase and Disposition,” was published in 1887. In its preface, the author (Kirkman 1887) argues, “The intelligence and fidelity exercised in the purchase, care and use of railway supplies, influences directly the cost of construction and operating, and affect, therefore, the reputations of officers and the profits of owners.” This view found better acceptability during a time of crisis. The World Wars, especially the second one, brought procurement into prominence as materials were in shortage and prices were soaring high; leaders realized the importance of purchasing in waging and winning wars. It brought a certain level of standardization into procurement functions, but the usual perception of procurement as a backroom activity continued. Post-World War II, procurement functions continued to gain stature as the number of trained professionals increased; it resulted in better delivery of procurement outcomes due to refinement in procurement techniques (Komakech 2018).
The 1960s and 1970s saw mismanagement, nepotism, political patronage, large and rigid bureaucracy, and widespread corruption becoming typical features of public administration machinery (Hulme and Turner 1997). This perception led to an erosion of faith in the governments’ capacity to deliver public services to their citizens: they viewed the functional capacity of government as ineffective, inefficient, and largely wasteful. Citizens increasingly questioned governments for their ability to deliver quality goods, works, and services on time and at a VfM price. Hughes (2003) notes that by the 1980s, citizens became impatient and started demanding reforms in the overall administration system based on new business approaches and management techniques for delivering public services. Subsequently, governments, particularly in industrialized countries in Europe, undertook significant public sector reforms. This included reforms in the public financial system, of which public procurement reform was a critical component. During this period, a managerial approach began (Hughes 2003), virtually replacing the administrative focus of governments in the coming years. From the 1980s onwards, the state started rolling back in both developed and developing countries for various reasons. The emphasis shifted from the state and public sectors as an engine of service delivery to the private sector (Basheka 2013).
Another factor that had a profound impact on how public procurement is managed by governments was the growth of free-trade ideology in the 1960s. It led to a gradual shift in the focus of the procurement system from achieving national objectives to facilitating international trade as their primary aim. The “lowest price” and “open competition” became the guiding mantra of all procurement systems. As discussed in Chapter 1, procurement regulations facilitating achieving social development objectives were criticized and dismantled during the 1980s on the ground that they promote financial inefficiency and prohibit free trade. Trybus (2010) has studied the use of public procurement to support secondary objectives in the UK and how they were dismantled during the 1980s and early 1990s. For example, the UK introduced a formal policy on fair wages in government contracts in 1891 by passing the Fair Wages Resolution in the House of Commons, which were later extended to working conditions, including the right to join trade unions in 1946. However, the same were abolished in 1983 by the Conservative government, which favored free labor markets and pursued a policy of contracting out. Similarly, the UK introduced preference schemes for depressed regions in the 1930s, which required contracting authorities to give preference to a tender received from a firm based in one the eligible areas. However, the same was abolished in 1991. Another policy in the UK that became casualty during this period was policy to use procurement to support the employment of disabled ex-service men in government contracts; the same was abolished in 1994 as it was found in conflict with the European Commission Treaty and the EC Procurement Directives. Such developments in the UK had many takers in developing countries and many followed the footsteps of the UK. It was only after 1997 under the Labor governments, the UK witnessed a gradual resurgence of public procurement as a strategic policy tool to achieve sustainability objectives (DEFRA 2005).
At the international level, reform efforts during the 1980s and 1990s were focused on harmonizing public procurement laws with the aim to open domestic procurement markets to free trade facilitated by the WTO agreement on government procurement (WTO GPA). The inception of the United Nations Commission on International Trade Law (UNCITRAL) in 1966 was done precisely to facilitate international trade by avoiding discrimination and harmonizing procurement law. It came up with the Model Law on Public Procurement in 1993, later revised in 1994, which influenced public procurement reform in the developing countries (Fig. 2.1).[image: ]
Fig. 2.1Countries with procurement law based on UNCITRAL model law1




It was only in the 1990s and early 2000s that this dominant thinking got hammering and governments increasingly started thinking how they could use the public purse to achieve sustainable development outcomes.
2.3 First-Generation Public Procurement Reform
While public procurement has continuously been evolving both conceptually and organizationally, it found more steam during the 1990s: governments at all levels came under mounting pressures to “do more with less” in the face of unrelenting budget constraints, government downsizing, public demand for increased transparency in public procurement, and more significant concerns about efficiency, fairness, and equity (Thai 2009). This situation was no longer restricted to industrialized countries but spread to non-industrialized ones too in the backdrop of a lack of bureaucratic accountability and transparency and the absence of a culture of securing the best VfM. As a result, the donors to the World Bank and other Multilateral Development Banks (MDBs), which give developmental financial assistance to developing and emerging economies, began demanding accountability and transparency in how financial assistance and grants are being spent. In turn, MDBs demanded and steered comprehensive legal (e.g., new legislation based on the UNCITRAL Model Law), institutional (creation of a procurement compliance unit, creation of an administrative/judicial forum for adjudication of procurement disputes), and organizational reform (professionalization of procurement and capacity building of procurers) of their procurement framework. The objective was to make the procurement system fit for purpose, transparent, accountable, and less prone to corruption, fraud, and mismanagement. Timely delivery of material of required quality in a cost-efficient manner was the top priority for governments‚ but procurement performance continued to be measured principally by the yardsticks of efficiency and economy.
Procurement of goods, works, and services involves assessment of needs, invitation, opening and evaluation of tenders, award, and monitoring of contracts, and payment of contractor’s bill. As winning a public contract can be an enormous opportunity for any contractor/vendor, every step of this process is vulnerable to undue influence where corruption, conflicts of interest, and fraud may occur. According to OECD (2016), historically, as noted above, procurement functions have been associated with high levels of corruption, which can impede economic development, distort market mechanisms, and create inefficiencies reducing competitiveness, trade, and foreign direct investment. In addition, the supply-side corruption may also help companies obtain a de-facto monopoly situation, retain business, countervail poor quality or high price, or create artificial demands for goods that are not required (Søreide 2002).
The lack of professionalization of public procurement functions was attributed as one of the reasons that led to poor procurement outcomes and avoidable expenditures, impacting the credibility of governments. World Bank (2020) notes that corruption in procurement disproportionately impacts the poorest sections of society and has wide-ranging ramification for delivery of services to the citizen. Often, funding agencies, such as multilateral banks, have also got a fair share of the blame for their failure to stop corruption from brewing in projects funded by them. For this reason, the World Bank and other Multilateral Development Banks (MDBs) started putting procurement reform as a pre-condition for development aid. Therefore, the first genre of public procurement reform focused solely on eliminating the opportunity for corruption by enhancing transparency in the procurement process. The underlying idea was that efficiency and economy in procurement can be enhanced by focusing on bidding procedures and awards decisions. Therefore, they considered enhancing transparency in the tendering and contract award process crucial to ensure efficient and accountable use of taxpayer money.
Since the outcome of the public procurement process directly impacts benefits accruing to citizens, they, therefore, keep a close eye on the functioning of the procurement process. Ware et al. (2007) have stated that corruption in procurement is flagrant at every stages of the procurement cycle and estimated that corruption in procurement constitutes 10%–30% of the cost of capital investment projects. They reward or penalize the government in a democratic setup, depending on whether the public procurement framework can deliver public services transparently and equitably, providing the best value for taxpayer money. As a result, the world has seen many regimes fall due to mounting corruption allegations on the government of the day related to the delivery of public services. This ability to reward/penalize governments for the decision rendered by their officials reinforced the idea that procurement officials, when employed by a government, are under contract to serve all fellow citizens equitably and adhere closely to the ethical norms. Therefore, the citizens’ perception about whether procurement officials are acting in their best interest plays a significant role in enhancing the legitimacy of a democratically elected government.
The 1990s and onwards also witnessed spirited conversations on implementing e-tendering and e-procurement systems to procure goods, works, and services in developing and emerging countries. The theory of change towards implementing e-procurement was that providing access to information, particularly regarding procurement procedure and criteria for evaluating bids, reduces the incidence of corruption. The use of electronic means to enhance the management of the procurement process was one of the central components of public sector reform due to its prospective impacts on efficiency and effectiveness of the public sector, productivity and competitiveness of the private sector, and citizen’s trust in public administration and governance (World Bank et al. 2009). Multilateral institutions, such as the World Bank, began advocating e-procurement in developing countries to improve adherence to their core principles such as economy and efficiency, competition (equal opportunity for all bidders), transparency, and encouragement to develop domestic markets.
Moving government procurement online led to several benefits for governments, suppliers, and the public at large. E-procurement increased transparency and made procurement professionals more accountable in spending taxpayer money by recording each transaction detail of the procurement process. Increased transparency and accountability in the public procurement system led to enhanced public trust in government and better governance outcome. Thus, the implementation of e-procurement systems by governments was viewed positively by stakeholders: they could see the government taking measures to reform archaic procurement systems. It was apparent to them that the new system promoted better governance in public procurement by increasing transparency and eliminating opportunities for fraud and corruption in this sphere. The use of e-procurement also helped lower the cost of procurement and provided a platform for better coordination with suppliers, quicker transaction time, and improved process efficiency (Samaniego et al. 2006; Wu et al. 2007). All OECD countries have implemented e-procurement systems, and they often have a central platform for all public entities (OECD 2017a). Many developing countries, including India, have adopted e-procurement systems for purchasing goods, works, and services in a phased manner. The Ministry of Railways, one of the central departments of the Government of India, has its own online portal Indian Railways E-Procurement System (IREPS) (https://​www.​ireps.​gov.​in), which claims to have issued more than 2.1 million tenders through this portal. It shows the penetration of e-procurement systems worldwide, both in developed and developing countries today. In addition, government concerted efforts to curb corruption incidents in public procurement have helped blunt some of the criticisms mounted on the public procurement profession and galvanized the importance and image of the profession.
2.4 Sustainability Thinking in Business and Public Governance
The sustainability concept has seen a steady rise and has touched every area of the economy. Beginning with the nice thing to talk about, it has become a business imperative. As we will see later in the chapter, its relevance has gained importance in the eyes of stakeholders—government, business, customers, suppliers, investors, people, and NGOs. More and more businesses have recognized sustainability as a key strategy to improve a business process, pursue growth‚ and add value to their business. As we will see in succeeding sections, the growing importance of sustainable development has played the single largest role in the evolution of sustainable procurement and later its proliferation in different corners of the globe. It has changed many established worldviews, including what constitutes values for stakeholders and why government or business shall embrace sustainable procurement as soon as possible.
The Shareholder Theory advanced by Milton Friedman guided corporations in the old days: management is hired as agents of its shareholders and therefore legally and morally obliged to maximize their profits. In Friedman's own words (Tsoutsoura 2004), “There is one and only one social responsibility of business—to use its resources and engage in activities designed to increase its profits so long as it engages in open and free competition, without deception or fraud.” This approach to corporate responsibility has been challenged on several counts. The most important among them is focus on short-term profit maximization at the cost of long-term benefits and lack of social responsibility during operation. In addition, under constant stress to increase returns to shareholders, managers adopt unethical and secretive practices, which cause harm to stakeholders and may lead to the fall of corporations themselves, as was the case with Enron and WorldCom.
The most significant casualties of obsession with maximizing short-term profits have been the environment and society. With the inability of the free-market economy to account for negative environmental and social externalities in business decisions, world faces the challenges of climate change, shortage of water, loss of forest and biodiversity, air pollution, the menace of plastic, unpaid workers, sweatshops, no/unequal representation, and so on. For example, as per Carbon Disclosure Project (CDP) report, just 100 companies in the world have been responsible for 90% of global GHG emissions during 1988–2015 (Riely 2017). Also, companies in pursuit of lowering the cost of production (hence maximizing profit to shareholders) do not bother treating production wastes before discharging them in the public sewage system. Typically, companies commission waste treatment plants only when regulations mandate installation of waste treatment plants before discharge. Notwithstanding such regulations, it was widely reported in the media that effluent discharge from pharmaceutical companies in Hyderabad, India, contained unusually high concentrations of antibiotics (Pulla 2017). Similarly, a study to observe the impacts of urban and industrial units on the water quality of river Hindon in Ghaziabad, India‚ found that parameters for water pollution were manifold higher than the prescribed limit (Suthar et al. 2010). To save a few dollars, companies either install a lower capacity waste treatment plant or resort to the highly unethical practice of switching off treatment plants at night. This author does not claim that all companies are equally culpable; there are certain heavyweights worldwide. However, on all levels, such activity goes on unchecked, encouraged by weak regulations, lax governmental enforcement, and inconsistent implementation.
As per ILO (2013), due to the collapse of a building housing five garment factories in Dhaka in 2013, at least 1132 people died in Bangladesh, and more than 2500 were injured. The Rana Plaza incident, named after the collapsed building, is a testament to corporate indifference to unethical working conditions (ILO 2013). Around the world, on varying scales, the health and safety of employees at workplaces are overlooked and compromised; only a few of them get reparations, and many such incidents go unreported. The Minimum Wages Act 1948 provides equal wages to male and female workers in all sectors, including agriculture in India. As per the National Sample Survey Office India, the average daily wage rates for general agricultural laborer were ₹264.05 for men and ₹205.32 for women and for non-agricultural laborer were ₹271.17 for men and ₹205.90 for women (Jadhav 2019). Moreover, in September 2019, the Washington Post reported alleged violations by Apple and its manufacturing partner Foxconn of withholding bonus payments, rolling back safety training, and employing more temporary workers than permissible under the law in China (Albergotti 2019). Such incidents point to the grim reality that everyday workers in many countries face an unsafe working environment despite regulations. Globalization of the supply chain has led to industrialized countries cynically outsourcing the un-sustainable production to poorer countries—like foundries and sweatshops in general. ILO (2017) has estimated that over 40 millions people are victims of modern slavery globally, with private sector accounting for 16 million workers as forced labor.
A positive aspect of today's online world, especially about social media, is that news of incidents happening in one corner of the world can quickly travel around the world. While some incidents do not gain as much traction as others, it is no longer an easy job for corporations to brush these issues under the carpet. For example, as an aftermath of the incident in Dhaka, consumers across Europe and North America initially boycotted garment retailers with significant sourcing from Bangladesh, leading to a drop in their stock prices (Jacobs and Singhal 2017). However, as evidenced by the recovery of stock prices and an increase in garment exports from Bangladesh in the following years, some may argue that these multinational apparel brands escaped the wrath of consumers and the capital market. Nevertheless, there was a marked disruption in the supply chain of MNCs whose brands were named and shamed by activists, consumers, and the media after the disaster. NGOs, both national and international, claimed that managers of these retailers ignored regulatory violations happening in their supply chain due to pressure on them to drive the price down to the rock bottom. Factory owners demanded retailers to stop squeezing margins to make investments in improving health and safety measures at workplaces; MNCs could not disown their moral and ethical obligations to ensure better working conditions in their supply chain. Therefore, although these retailers recovered their stock price in the capital market, this incident undermined their claim of socially responsible sourcing. In addition, they faced a high level of corporate reputational risks by being associated with unsafe working conditions in their supply chain (Greenhouse 2013). It has far-reaching consequences for these companies as they consider reputational risks and damage to the brand image as crucial as drops in its top line and bottom line. Brand image, earned over a long period and a source of competitive advantage, is an intangible asset. Therefore, many have realized that stakeholders’ interests, such as customers, employees, vendors, and society at large, cannot be overlooked in the course of a single-minded pursuit of business growth and returns on investment to shareholders.
However, corporations often are not as lucky for ignoring sustainability concerns in the supply chain. Apart from risking brand image, they may also face a shrinking market share, with top-line growth going for a toss. For example, in 2015, some samples of Nestle’s ready-to-eat noodles brand “Maggi” allegedly contained dangerously high lead levels in India (Kumar 2016). The moment this news came to light, many state governments in India banned the sale of “Maggi” across their respective states. As a result, Nestlé recalled the supply of a wildly popular brand. The Wall Street Journal estimated that the transportation of 400 million packets of Maggi (weighing 27,000 Tons) from warehouses in states to cement plants for pulverization and incineration might have taken 2500 trucks 40 days. Nestle India reported a decline of 17.2% in its top line for the year ending in December 2015 because of the Maggi setback, and its bottom line fell from approx. $158 million in the previous year to approx. $75 million (Bhushan 2016). The same author reported that the share of Maggi in the Indian instant noodles market declined from a dominant 77.0% in January 2015 to 42.0% in January 2016. Incidentally, the reported lead content did not come from the manufacturing process but raw materials. Nestle failed to identify a “hot spot” in its supply chain, and consumers and governments, rightly or wrongly, did not hesitate in punishing Nestle for that failure.
The above instances of supply chain risks arising from ignorance of sustainability concerns in the supply chain should serve as wake-up calls for the corporate world. Companies need to identify these risks, assess potential negative impacts on labor rights and the environment, and make it an integral part of a sourcing strategy to meet their ethical obligations towards consumers, employees, the environment, and stakeholders. In the aftermath of the Rana Plaza incident, retailers in Europe and North America formed multi-firm agreements, namely Fire and Building Safety in Bangladesh (AFBSB) and Alliance for Bangladesh Worker Safety (ABWS), in collaboration with NGOs and labor unions, respectively. Both agreements established training, inspection, and remediation programs to improve building and fire safety in garment factories in Bangladesh to increase transparency in inspection and monitoring of supplier's factories. One of the highlights of ABWS was the establishment of a $100 M loan pool that provided Bangladeshi factory owners access to funds at a low-interest rate for improving work and safety conditions within their premises (Jacobs and Singhal 2017).
The corporate world has jostled with sustainability risks in their supply chains in the past and has learnt lessons the hard way. A new generation of business leaders increasingly questions Shareholders Theory; they argue that long-term value for shareholders could be ensured only by maximizing positive outcomes and minimizing adverse impacts of business operations on environment and society. Edward Freeman advanced the Stakeholders Theory of corporate governance, which states that management is responsible for maximizing return on investment for all stakeholders, such as shareholders, customers, employees, suppliers, and the local community where the corporation operates (Freeman and Reed 1983). It puts the onus on the corporate leaders to take responsibility for societal interests—environment sustainability (improvement of natural resources, reducing pollution levels, etc.), the community (support of the local population, creating jobs, etc.), and economic development (dividend, fair wages, etc.)—into business decisions. Organizations are slowly breaking away from the dominant corporate model focused mostly on profit maximization and transforming themselves into hybrid organizations pursuing environmental and social goals besides financial goals. While many corporations still face a dilemma over choosing the right model for corporate governance, hybrid organizations are becoming more common now than exception.
There has been growing acceptance that businesses need to have social licenses to operate in society. Bill McKibben, the author of bestseller Deep Economy has put it aptly: “businesses that have survived for more than 100–150 years in the world have, in their day-to-day business operations, indeed been mindful of the interests of their customers, employees, and community” (McKibben 2007). He gives the example of the Hershey Chocolate Company, known for its commitment to employee and community well-being, which has survived the test of time since its establishment in 1894. In contrast, in the same book, he gives the example of Enron, one of the world's largest integrated natural gas and electricity companies founded in 1930, which became the most prominent stock collapse in USA history in 2001 due to unethical practices.2 Many big names such as Citigroup and J. P. Morgan paid hundreds of millions in fines for their role in nexus with promoters, leading to the collapse of Enron. This event can be considered a tipping point: more and more people and investors realized that short-term focus on value creation for shareholders alone had not yielded results. A shift towards a long-term focus on creating value for all stakeholders would benefit both shareholders and society down the road. This shift can be accelerated by bringing regulations that incentivize businesses to take actions that benefit not just their shareholders but all stakeholders.
Moreover, organizations face a rising tide of regulations and increasing concerns among consumers about child labor, dangerous working conditions, deforestation‚ and environmental degradation. Depending on the location of the company and where they are listed on stock exchange, they might face new regulations like the US Foreign Corrupt Practices Act, Principles of the UN Global Compact, the EU CSR Reporting Duty (2017), the French Duty of Care Act (2017), the UK Modern Slavery Act (2015), the UK Bribery Act (2010), and so on. It is essential to point out that these regulations exist independent of previous standards and guidelines. Governments are also becoming imaginative in bringing legislation to make businesses more sustainable and in line with collective social and environmental interests. For example, French government brought Action Plan for the Business Companies’ Growth and Transformation (Loi PACTE) in 2019 that states a company—public or private must be managed to promote its corporate interest while taking into consideration the social and environmental issues arising from its activity (Robe et al. 2019). This in a way puts an obligation on managers to question themselves about social and environmental issues and consider them carefully in decision-making.
For quite some time now, people's awareness of environmental and ethical issues has been growing. However, the focus has shifted from why it is the right thing to do for businesses to why these issues are important to them in a broader context. This shift has resulted in a change in societal norms regarding what businesses are proactively expected to do in terms of environmental, social, and governance (ESG) issues. As per Charm et al. (2022), post-COVID-19 Gen Z and millennials in the USA have begun paying more attention to values—environment, social responsibility, and diversity, equity, and inclusion (DEI) while making purchasing decisions. This change in consumer landscape is not limited to the USA, but is rapidly becoming a global phenomenon. The manner in which consumers prioritize values has become a fulcrum for driving changes in corporate behavior. It is to this power of the consumer that business leaders must now pay attention and strike a careful balance among the values that consumers are increasingly expecting from the corporate world.
In August 2019, the Business Roundtable, a platform of business leaders in the USA, released a new Statement on the Purpose of a Corporation. In a refreshing change, the Statement moved away from its earlier stance of primary service to shareholders. Instead, it asserted that corporations must serve the interests of a broader set of stakeholders, including communities. In its five commitments dedicated to customers, employees, suppliers, community, and shareholders, it notes (Business Roundtable 2019):We commit to: . . . Supporting the communities in which we work. We respect the people in our communities and protect the environment by embracing sustainable practices across our businesses. (Business Roundtable 2019)



Such a declaration—coming from 187 CEOs with businesses around the world in diverse sectors and annual revenues amounting to more than thousands of billions dollars—represents a paradigm shift in the way businesses perceive the entire gamut of environmental and social sustainability. Sustainability and success are becoming two sides of the same coin. Michelsen and De Boer (2009) have established a direct correlation between the size of an organization and the green procurement practices in the Norwegian context. Further Mohamad et al. (2019) have concluded that a large company would act as a change agent for sustainable production in the global value chain. Thus, the decision taken by the Business Roundtable is expected to have a far-reaching impact on the sustainable practices of their suppliers in the entire value chain.
The C-suite leaders understand pretty well that their suppliers’ environmental and social risks profile spread across the globe directly impact their sustainability risk profile. As per a McKinsey research of consumer-packaged goods companies, more than 80% of their GHG emissions and 90% of total environmental impact on air, land, water, biodiversity, and natural resources come from their supply chain (Bové and Swartz 2016). The supply chain's contribution to the overall environmental impacts would be quite high for other businesses because a typical business spends about 40%–80% of an organization's revenues on procurement and its supply chain (McCarthy 2019). After analyzing 125 organizations, the Carbon Disclosure Project (CDP) concluded that emissions from the supply chain contribute on average 5.5 times greater than emissions from the direct operation, necessitating companies to collaborate with their supply chain (CDP 2019). The above-mentioned McKinsey report further demonstrated that organizations in collaboration with their top suppliers could reduce their collective footprint by 17 million metric tons of carbon dioxide equivalents (CO2e) and save a total of $986.5 million in 2018. Therefore, the bottom line is that a company cannot eradicate sustainability risks deep-rooted in the supply chain without collaborating with suppliers. As we will see, sustainable procurement practices help identify those risks and manage them that may exist deep in supply chains.
Sustainability has also moved up in the priority list of financial institutions and has become a part of the standard vetting procedure before committing funds to a business. Following global megatrends, such as the climate crisis and SDGs, these institutions utilize the potential of sustainable investment options to deliver sustainable outcomes. For example, in January 2022, CEO of BlackRock, the world’s largest money manager with over $7 trillion in assets, in a letter to his clients declared intention to overhaul its investment strategy to make sustainability a primary criterion for any new investment (BlackRock 2022). Several other institutional investors are also recalibrating their investment strategy to include environmental-social-governance (ESG) in their decision-making process. For example, Goldman Sachs has plans to invest $750 billion in sustainable projects this decade.3 Microsoft has announced that it would become 100% carbon-negative by 2030 and launch a $1 billion climate innovation fund (Smith 2020). Starbucks has committed to becoming resource-positive in terms of carbon emissions, water usage, and eliminating waste.4

As the climate change crisis comes to the fore in public discussion, a shift in priorities can be discerned from the concerted push towards investment strategies that support long-term sustainable stakeholder value. For example, as per Morningstar Report (2020), in 2015, 30 new sustainable open-ended funds were launched in the USA. An analysis of the comparison of sustainable funds vis-à-vis conventional funds in the USA shows that sustainable funds outperformed their conventional counterparts in 2019, with 35% finishing in the top quartile of their categories and 66% in the top half (Morningstar 2020). Consequently, investors have good reasons to expect a positive return on investment from environmental, social, and governance stocks in the market. This augurs well for future growth as the entire ecosystem comprising investors, businesses, shareholders, customers, employees, and communities is now on the same page: conduct business operations more sustainably. The growing focus on sustainability by businesses will positively impact the spread of sustainable procurement worldwide, but perhaps with time lags depending on their level of commitment.
2.5 Functional and Horizontal Objectives of Public Procurement
In public procurement, literature sometimes refers to the government's pursuit of sustainability objectives as secondary or horizontal objectives. The primary objectives, also called functional objectives, are associated with the functional objective of the contract, i.e., the supply of products, the provision of services, and the execution of works. For example, if a school administration enters into a contract for the supply of wooden tables, the functional objective of the contract is to get wooden tables on competitive terms, and the primary objective is fulfilled when a firm supplies wooden tables fit for use by students. On the other hand, the secondary or horizontal objectives are not uniquely associated with the primary aim of the contract or do not even necessarily arise from the function of procuring public authority (ClientEarth 2011). In the above example of procurement of wooden tables, the contracting authority (school administration) may intend to achieve secondary/horizontal objectives when entering into a supply contract with vendors for wooden tables. For example, they may put a tender condition that no child labor be employed during the manufacturing of tables, health and safety of labor should be taken care of as per existing regulations, the wood used in the manufacturing of tables should come from sustainable forests, etc. These are not innately required to achieve functional objectives of specific procurement, per se, but are something that the procuring body chooses to advance broader objectives of the government in the context of its procurement contracts (Arrowsmith and Kunzlik 2009). In the present example, one may note that the school administration's primary responsibility is providing education and customarily has no jurisdiction or function to look into these aspects. Nevertheless, the school administration may undertake these considerations to advance broader objectives of the government and society of which it is a part. That is the rationale why many universities in the developed countries have adopted sustainable procurement programs aimed at achieving functional and horizontal policy objectives that might be advanced through how they conduct their procurement functions.
The other way to understand this concept is to consider a sovereign government, say Government of India, having responsibility to provide different services such as railway, health services, defense, education, housing, and so on, which are assigned to different line ministries, such as Ministry of Railway, Ministry of Health, Ministry of Defense, Ministry of Education, Ministry of Housing, respectively. The function and jurisdiction of each ministry are vertically earmarked such that each ministry has an exclusive functional area; each ministry works independently and is responsible for achieving functional objectives assigned to them. For example, the Ministry of Railway is responsible for developing railways to cater to the transportation needs of people and businesses.
However, this silos approach of working within a government has given suboptimal level outcomes, especially in cross-cutting areas, like respect for human rights, preservation of environment and forest, promotion of SMEs, and conservation of non-renewable resources. Therefore, while delivering transportation services to businesses and people, the Ministry of Railway would be wise to focus equally on such cross-cutting societal objectives and contribute to sustainable development. These objectives follow from broader national commitments (such as Nationally Determined Contribution for mitigating Climate Change or SDGs) and international obligations (ILO Conventions) and, thus, are the responsibility of every ministry under a sovereign government (Fig. 2.2).[image: ]
Fig. 2.2Functional and horizontal objectives of a government


Secondary or horizontal objectives are not less important as compared to primary or functional objectives (Arrowsmith and Kunzlik 2009). It is especially true when a country wants to achieve sustainable development, which is about internalizing and balancing economic, environmental, and social aspects in policy and decision-making. From a regulatory perspective, the concern of horizontal objectives in public procurement should be treated on the same footing as competition, integrity, and equal treatment to maximize the Value for Money (VfM). The new World Bank’s Procurement Framework released in 2016 beautifully captures this principle in the vision statement. It unequivocally states that its vision is to support borrowers in achieving VfM with integrity in delivering sustainable development (World Bank 2016).
Sometimes the distinction between functional and horizontal objectives is likely to get blurred as it is difficult to gauge the prime motive of procurement. For example, evidence suggests that the construction of Bara Imambara, a grandiose historical monument built during the 1780s in Lucknow (India), by the then ruler of that region, was undertaken to employ people in the region, enabling them to face the devastating a decade long famine (Bayly 2012). In this case, it is not distinctly established whether the governing entity's primary purpose of construction was to employ people to tide them through the drought period or to build a monument.
When such a natural calamity strikes today, how should the government handle such a situation? The government may simply enter into a works contract to construct a highway (primary objective) instead of a monument and offer monthly social assistance to affected families to face the vagaries of the calamity. Alternatively, the government may put a condition that the winning contractor must employ unemployed persons from the drought-hit region where the highway is being constructed. Putting such conditions would inevitably increase the value of the contract as the winning contractor would pass on the cost of hiring unemployed persons from the region to the contracting authority. The procuring authority, in this case, may have to pay a higher cost, not for a better-quality highway per se, but for a general public interest, which is aligned with national priorities. The government bears expenditure for constructing highways and paying social assistance to the people in affected regions. However, the advantage of the second method is that it allows the government to benefit from the lower price resulting from the competitive award procedure in public procurement. Considering that such contracts may reach a value of millions of dollars, even a tiny saving could result in a substantial financial saving for the government.
Similarly, while entering into transport contracts for ferrying students from home and back, school authorities may demand that economic operators use vehicles as per the latest emission standard such as Euro VI. Demanding Euro VI compliant vehicles typically fall under secondary/horizontal objectives as their uses will reduce the emission of obnoxious gasses in the atmosphere. However, in countries, which have already moved to Euro VI emission standards, the school authority must procure vehicles with Euro VI emission standards only. In this case, asking for a Euro VI compliant vehicle is not to fulfill a secondary/horizontal objective but to comply with the law of the land. Therefore, a secondary objective may become a primary one and co-exist with existing primary objectives in the same contract depending on the subject matter of the tender and existing legal and regulatory frameworks in a country. Though this situation appears simple in theory, in practice, especially concerning social considerations, the boundary between primary and secondary considerations sometimes might get blurred.
The next question is—should a contracting authority be focusing on secondary/horizontal objectives? To answer this satisfactorily, one needs to understand that the government has many roles in the day-to-day discharge of its duties. In normal procurement functions, the government’s role is to procure products, works, and services either for own or people’s consumption. Nevertheless, the government also has a regulatory role; it can use its purchasing power to regulate the behavior of economic operators to supplement its array of regulatory tools, especially where conventional regulatory measures have not yielded satisfactory results. For example, it is common knowledge that despite having several environmental legislations in place on various issues, the world is in the throes of the environmental disaster of climate change. Moreover, even though most countries have ratified the International Labor Organization (ILO)’s conventions, they lag in enforcing workers’ health, equality, and dignity. The authorities responsible for enforcement of statutes are found wanting in their duties due to a combination of factors, such as weak institutions, corruption, and legal and regulatory uncertainty. It may be due to the indifference attitude of contracting authorities, market operators, and stakeholders towards the importance of horizontal objectives for balanced economic growth.
Thus, the use public procurement to influence economic operators to take measures that promote sustainability objectives such as social equity, economic development, and ecological advantages offers government the opportunity to compensate for its regulatory failures and compliment its regulatory efforts to minimize environmental impacts and enhance social values. Arrowsmith and Kunzlik (2009) have argued, in the context of EU Laws, that government as a procurer or regulator, in the broadest possible sense, can use the concept of horizontal policies to take procurement measures related to entire supply chain of product/work/service over their life cycle. It practically means that public authorities in EU countries have a choice to take procurement measures related to products/works/services on all stages—production and delivery, consumption, and disposal—and to the workforce engaged during production or execution of works/services contracts. However, judicial pronouncements in the European Court of Justice have put certain caveats while using these measures; the contracting authority must ensure that the criteria are	a.
linked to the subject matter of the contract;

 

	b.
expressly mentioned in the contract documents or the tender notice; and

 

	c.
consistent with all the fundamental principles of public procurement (transparency, competition, equal treatment, and non-discrimination).

 





Once these conditions are satisfied, the contracting authority has no bar in inserting clauses for achieving horizontal objectives to meet the evolving needs of societies. According to the OECD (2015), secondary policy objectives should be balanced against primary procurement objectives, and the potential benefits should be balanced against the need to achieve VfM. Thus, the remits for public procurement professionals have widened, and there is a newfound urgency in getting it implemented globally.
It is not uncommon to come across opposing voices with regards to use of public procurement to achieve horizontal objectives. The advocates of free trade and market integration argue that the strategic use of public procurement for achieving horizontal objectives limits competition, leading to protectionism. They fail to understand that public procurement is never an end in itself, but always a means for achieving public policy objectives (De Schutter et al. 2021). Also, based on experiences in the European Union, Handler (2015) found no truth in initial hesitations of stakeholders that the introduction of non-economic objectives in public procurement would lead to watering down of “transparency” and “competition.” Fortunately, at international level, earlier hegemony of free trade has given way to a powerful counter-narrative that focuses on sustainable development and now it has become mainstream to incorporate sustainable development objectives in public procurement practices.
2.6 Second-Generation Public Procurement Reform—Emergence of Public Procurement as a Strategic Tool
Khan (2018) observes that reforms in the public procurement system during the 1990s and 2000s usually implemented through enacting public procurement laws/executive orders adhered to seven core principles of public procurement, i.e., Transparency, Integrity, Economy, Openness, Fairness, Competition, and Accountability. One of these, the principle of economy, emphasizes the need to manage public funds with care and due diligence so that prices paid for goods, services‚ and works are acceptable and represent good value for public funds spent on them. This principle is often called “Value for Money” (VfM) to achieve efficiency in public procurement. It primarily focuses on judicious spending of taxpayer money to provide services, such as health, education, water, road, infrastructure, etc., to its citizens. The economic theory behind the traditional way of achieving the best VfM by awarding contract to the lowest bidder is that the market incentivizes the vendor who uses resources efficiently while producing products and offers them at the lowest price. The overemphasis on price for deciding the competitiveness of the bidder perhaps arose from the conventionally close association of public procurement with the state's financial management. Officials attuned to crunching numbers for fiscal management took the term “efficient use of resources” at face value. They did not give any thought to people and the planet's role in making those resources efficient and the risks of having lower quality products or services.
The publication of the Brundtland Report, “Our Common Future, by the World Commission on Environment and Development” (WCED) in 1987, created awareness among citizens about the global commons and led to the growth of vocal groups demanding a better treatment of environment in policy decisions. They began to perceive “value” beyond the conventional economic perspective; for them, social, and environmental objectives plus intangible deliverables were just as important. Stakeholders could now see the pitfalls of considering only price while awarding a contract. Further research in Environmental Economics established that society invariably bears the cost of adverse environmental externalities. The current market mechanism to determine price does not capture the cost of adverse environmental externalities. Thus, the VfM based solely on economic criteria such as price does not represent the best VfM for the society in the grand scheme of things.
Early champions made convincing arguments to suggest that it is possible to reconcile environmental and social outcomes with budgetary challenges by taking a long-term view of what constitutes a true value for money. They drew motivations from the previous approaches to link socio-economic goals such as promoting fair labor conditions, fair wages and small business, and the use of public work to tackle unemployment, etc. to procurement that originated in the early nineteenth century in England and USA (McCrudden 2004a, b). The enactment of the Davis-Bacon Act of 1931 was the first to sanctify living wages to labors employed by contractors in contract with the federal government (United States Dept of Labor 2009). In 1949, ILO adopted the Convention on “Labor Clauses in Public Contracts” requiring all bidders to respect locally established minimum standards regarding labor costs, thereby taking out labor cost from the competition (Handler 2015). The integration of this provision in contract ensured that public contracts would not result in downward pressures on wages and working conditions of workers engaged by the winning bidder.
Extending the logic, they demanded that since governments around the world spend a significant portion of their budget on procurement, they should respond to societal, environmental, and economic challenges and use their purchasing power strategically to shape the way in which both the public and private sectors behave in the market. The debate highlighted the role of governments in taking environmental responsibilities and working for the benefits of society at large. Some governments in Europe, North America, and other developed countries responded to citizens’ demands by enacting regulations requiring preferential purchase of environmentally friendly products, thereby expanding markets for environmentally friendly products and services. Though, more often than not, the recent efforts to use public procurement are more skewed towards achieving environmental goals, efforts to integrate social policy goals into procurement continue in many parts of the world. This emerging process of considering economic, social, and environmental outcomes over the life cycle of products while making buying decisions came to be known later as sustainable procurement.
While such thoughts were taking root in a localized manner globally, the United Nations Conference on Environment and Development (UNCED) held in June 1992 recognized public procurement as a strategic tool for reversing unsustainable consumption and production patterns. It called upon governments (Chapter 4 of Agenda 21) to exercise leadership through purchasing and reorient their purchase policy to reduce environmental impact without prejudice to international trade principles (UNCED 1992). Ten years down the line, the World Summit for Sustainable Development, 2002 in Johannesburg, resolved to encourage and promote the development of a 10-year framework of program in support of regional and national initiatives to accelerate the shift towards sustainable consumption and production. In order to operationalize Agenda 21, the UN Commission on Sustainable Development (UNCSD), in association with the Organization for Economic Cooperation and Development (OECD) and member governments, developed an international work program for sustainable consumption and proposed the following actions (Elnashaie 2013):	pricing reforms to internalize environmental costs and remove subsidies that generate unsustainable consumption;

	adoption of green public procurement policies;

	extending producer responsibility for the life cycle environmental impacts of goods and services;

	introducing ecolabeling schemes.





The work program for sustainable consumption marked a paradigm shift in the global discourse on public procurement from merely a fiscal policy instrument to an all-encompassing strategic policy instrument to address current global challenges. However, one may note that the focus was still only on environmental impacts, environment cost, green public procurement, and ecolabeling. Social considerations were still occupying a smaller space in the growing conversations on second-generation public procurement reform, which aimed at broadening the VfM concept to include the environment and society in addition to economic efficiency while spending taxpayer’s money.
Several parallel workshops, conferences, and publications at an international level laid the groundwork for implementing the commitment made in 1992 at the UN Conference on Environment and Development to change current consumption and production patterns. In 1996, OECD Council adopted a Recommendation on “Improving the Environmental Performance of Government” (OECD 1996), which   urged member countries to establish and implement policies for procurement of environmentally sound products and services for use within Governments. At European level, the Article 11 of the Treaty on the Functioning of the European Union (TFEU) explicitly required integration of environmental concerns in policies and activities of the Union with the aim to promote sustainable development. The Article effectively required other policies to be modified or amended in substantive contents to meet environmental protection requirements (Krämer 2004). The publication of Green Paper on “Public Procurement in the European Union: Exploring the way forward” in 1996 set the tone for wider consideration of environmental protection measures in public procurement in the EU countries. With these goals in mind, an international conference on “Greener Public Purchasing” was organized by OECD (1997) in Biel, Switzerland. It was probably the first international conference on green purchasing. The conference attracted national and sub-national governments and identified environmentally preferable purchasing as an innovative policy tool capable of providing cost-effective opportunities. Such conferences provided momentum to discourse on the strategic use of public procurement and encouraged many governments to adopt regulations to support this cause.
Following these developments, many governments in the OECD countries adopted policies that explicitly recognized public procurement as an environmental policy instrument. For example, in Denmark, the environmental responsibility of public purchasers has been specified since 1991 in the Danish Environmental Protection Act, which states that “Public authorities must […] in connection with procurement and consumption, endeavor to promote the objectives of this Act.” In addition, in 1993, the USA issued Executive Order 12,873 on Federal Acquisition, Recycling, and Waste Prevention, directing all executives to develop a federal plan for providing appropriate incentives to encourage the acquisition of recycled and environmentally preferable products (Presidential Documents 1993). In response to “Agenda 21,” France released a Guidance Law 95–115 in 1995 for management and development planning and adopted a policy on “greening the administration.” Italy has a long tradition of using purchasing power to achieve social goals, especially against unemployment. Italy also enacted Italian Building Legislation in 1989 that has measures to promote accessibility for all. Interestingly, these measures applied to both public and private buildings. In Poland, too, the Public Procurement Act of 1994 provided for the use of non-economic criteria as award criteria. Apart from changes happening in national regulations, International Council for Local Environmental Initiatives (ICLEI) was established in 1990 to promote sustainable urban development by influencing policy and driving local actions. European cities met in Aalborg, Denmark, in 1994 and adopted the Charter of European Cities for Sustainability (Aalborg Charter) that provided the foundation for green purchasing in sub-national governments in Europe.
Thus, the 1990s could be seen as a watershed decade in the sustainable procurement movement because several governments enacted dedicated legislations to use public procurement as a strategic tool to achieve environmental objectives. Local and national governments championed the use of public procurement policy to drive sustainability, especially the environmental outcomes. However, these legislations were part of the national initiative of the Member States to use public procurement strategically to promote sustainable development. Many features of national laws of the Member States found place in the EU Directives 2004/17/CE and 2004/18/CE for facilitating the inclusion of environmental criteria in purchasing decisions in 2004. These legislative changes reflected the will of citizens to act decisively to prevent further environmental degradation. The environmental concerns have become so mainstreamed in the EU law that the Member States have to achieve 130 environmental targets between 2010 and 2050 (Melon 2020). Therefore, procurement legislation could be seen as the response to environmental issues being placed very high on the EU political agenda and policy priorities since enactment of the Single European Act (SEA) in 1986 (Pouikli 2020).
It is interesting to note that environmental professionals led the policy initiatives on green procurement to prevent damage to the environment resulting from unsustainable consumption patterns of society. Procurement professionals were not seen at the forefront in articulating the benefits of buying ecological products either due to their lack of knowledge on environmental issues or their inability to focus beyond procurement functions or both. Procurement leaders paid little or no attention to changes in the public procurement arena and the need to use it as a broader strategic instrument for achieving potential environmental and social benefits. Their continued neglect of this rather significant shift in their profession has hampered the progress of sustainable procurement in developing and emerging economies, and even in developed countries though to a lesser extent. This shortcoming has come to light now‚ and initiatives like Sustainable Procurement Pledge are focused on empowering procurement professionals to drive sustainability agenda within organizations and governments. 
The beginning of the new Millennium witnessed a new momentum for adaptation and implementation of green procurement practices worldwide. Environmental concerns became a dominant macro-economic theme across the globe. The European Union enacted EU Directives 2004/17/CE and 2004/18/CE in 2004, leading to the second wave of public procurement legislation in the Member States. These directives elucidated how the contracting authorities could balance the best VfM in public contracts while simultaneously contributing to the protection of the environment. Public procurement legislation of most EU countries enacted after 2004 generally mirrors most of these directives’ provisions. These directives marked the beginning of concerted efforts in the EU Member States to include environmental consideration in procurement decisions, making these directives deserving candidates to be termed “mother of public procurement directives.” This momentum in the EU and other parts of the world also led to setting up the Marrakech Task Force on Sustainable Public Procurement (MTFSPP) to promote SPP implementation in 2005.
The 2004 public procurement directives remained unclear on whether contracting authorities could include non-economic conditions related to social or environmental considerations in tender decisions (De Schutter et al. 2021). In 2008, the Dutch province of Groningen invited a public tender for supply of coffee machines and management that included a reference to fair trade labels, which meant the coffee had to be sourced from sustainably grown smallholder farms. The use of this condition was challenged in the Court (European Commission vs Kingdom of the Netherlands 2012). The Court clarified that “the conditions governing the performance of a contract may, in particular, refer to social considerations” and that “to require that the tea and coffee to be supplied must come from small-scale producers in developing countries, subject to trading conditions favorable to them, falls within those considerations” (The Court of Justice 2012). The revised Directives 2014/24/EU and 2014/25/EU confirm the case law of the Court of Justice of 2012 and also encourage the broader use of public procurement to achieve common societal goals. The UK passed the Public Services (Social Value) Act 2012, that directs contracting authorities to develop procurement strategies to improve socio-economic, environmental, and economic well-being in a given area.
The decade also saw sustainable procurement policy moving beyond the geographical boundaries of Europe and North America to developing nations in Asia, South America, and Africa. Japan enacted the Act on Promotion of Procurement of Eco-Friendly Goods and Services by the State and Other Entities (also known as Act on Promoting Green Purchasing) in 2000 and thus became the first country to have a law on green procurement in Asia. China brought regulation in 2004 to purchase the energy-efficient product as per China Energy Label. In 2005, the Republic of Korea passed the Act on the Promotion of Purchase of Green Products and became one of the frontrunners in Asia along with Japan and China. Subsequently, many countries in Asia, South America either enacted Acts or issued Executive Orders to facilitate purchasing of greener products by their public agencies.
Here, it is vital to appreciate that in many countries, the inclusion of sustainability criteria in purchasing decisions is facilitated by sectoral legislations, not necessarily by exclusive regulation on green or sustainable procurement. Many of these provisions predate the emergence of the concept of sustainable procurement itself. For example, Argentina has had a Law for the Promotion of Micro, Small, and Medium Enterprises since 2000. South Korea has a preferential procurement regulation for buying products manufactured by army veterans that dates back to pre-2005 GPP legislation. India has reserved items for manufacture and purchases exclusively from Small-Scale Industries since 1951. South Africa has leveraged public procurement to achieve socio-economic, national development objectives in the post-apartheid period (Mabece 2019). It is unfortunate that compilation of such sustainable policies and practices has not been done to foster a complete understanding of the spread of sustainable procurement globally. In absence of deeper research, it is difficult to comment on the effectiveness of such policies in accelerating sustainable thinking among stakeholders and adoption of sustainable procurement policies by countries.
However, a deeper look at these initiatives reveals that they were and continue to be stand-alone initiatives designed to assist a certain sector of the economy or address a specific sustainability issue. Furthermore, these programs were mostly focused on socio-economic issues such as promoting SMEs, providing jobs to the underserved, and paying fair wages, among other things. Though these initiatives fall within the broader domain of sustainable procurement, they must be distinguished from states’ conscious attempts to leverage public procurement to promote environmentally friendly products and services while avoiding environmental damage, which gained traction after the millennium. While industrialized countries chose to implement green procurement based on economic and environmental benefits, many developed and developing countries continued to prioritize social values as part of their sustainable procurement journey. The promotion of social values through public procurement still finds more acceptability in countries in transitions to development as compared to environmental concerns. This aspect is very important for choosing a particular approach for SPP implementation in a country. 
The next push for adopting sustainable procurement policy came in 2015 when the world community adopted the 2030 Agenda for Sustainable Development, a shared blueprint for peace and prosperity for people and the planet, now and into the future. It has 17 Sustainable Development Goals (SDGs), 169 targets, and 231 indicators for action by all countries—developed and developing—in a global partnership. SDG 12.7 is about member countries promoting sustainable public procurement practices in accordance with national policies and priorities. The identification of public procurement as a policy mechanism to ensure sustainable consumption and production marks the coming of age of sustainable procurement concept in the world arena. Further, inclusion of the number of countries implementing SPP as one of the SDG targets has helped boost the profile of sustainable procurement as one of the most sought-after areas for knowledge accumulation by professionals, policymakers, and academia. This will have a far-reaching impact on implementing sustainable procurement practices across the world in the coming decades.
Sustainable procurement is now considered an overarching tool to support Sustainable Consumption and Production (SCP) and yield better procurement outcomes when synergized with other SCP tools, such as labeling and consumer information, mandatory instruments, economic incentives, and long-term capacity building (UNEP 2019). Because SDGs are interdependent and interlinked, implementing SPP will help countries achieve SDG 12.7 and contribute to other SDGs too. Table 2.1 describes how SPP can contribute towards achieving other SDGs.Table 2.1Role of procurement in achieving SDGs


	SDGs
	Role of procurement

	

[image: ]


	• Meticulous demand planning and procurement
• Demand resource and energy-efficient durable products, works, and services
• Demand recycled content in products and product that are recyclable at the end of life
• Demand system environmental standard as a selection criterion
• Setting maximum concentration of concerned chemicals in product specification and residue at the end of life
• Specifying limit on the concentration of chemicals in waste discharge
• Moving from procuring products to services
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	• Demand electricity from renewable energy
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	• Promote minimum local employment generation in contract conditions
• Make payment of minimum wages and health and safety of workers as part of contract conditions
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	• Integrate sustainability criteria during planning and procurement of infrastructure
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	• Promote the use of secondary materials, energy, and water-efficient products, minimization of waste, etc.
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	• Assign carbon cost in evaluation criteria
• Promote use of ecolabeling criteria in tender




These developments have led to positive changes in people’s perception of public procurement worldwide. It is now seen more as an enabler than a blocker, a transformational rather than a transactional process. It is no longer just a nice thing to do, but a responsible obligation to ensure that taxpayer’s money is spent in the best interests of our future generations by improving the social, economic, environmental, and cultural well-being. In a recent OECD survey, participants were very optimistic about the changing role of public procurement in most OECD countries, from more background administrative functions to an instrument of strategic innovation, including achieving sustainable development goals (Baron 2016).
The growing interest of procurement professionals in sustainable procurement is also reflected in their interactions on social media. On the professional social networking site LinkedIn, there are more than 20 groups such as Sustainable Procurement Group, Sustainable Procurement Expert and Practitioners, Sustainable Sourcing, Sustainable Procurement and Supply Chain, Asia Pacific GPPEL Network, Green Public Procurement, etc. on sustainable procurement, with members from across the world. In October 2019, a group of procurement professionals launched the Sustainable Procurement Pledge on LinkedIn, and it had already attracted more than 2000 members by the end of its first anniversary. Unlike other initiatives such as the Sustainable Purchasing Leadership Council (SPLC) that focus on organizational approach, the Sustainable Procurement Pledge focuses on individual’s commitment to making a difference through their procurement activities around the globe. The pledge attempts to build community of practitioners, amplify their voice, and empower them to lead the transition. The pledge itself consists of five statements derived from the ten principles of the UN Global Compact and the UN Sustainable Goals. Recently, the same group celebrated 21 March 2022 as a Sustainable Procurement Day.
The growing conversations on social media have also impacted changes in the real world. In 2021, several institutions have come together to establish Global Procurement Partnership that aims to position public procurement more strategically—going beyond economic efficiency considerations to support broader policy goals and help countries pursue green, resilient, and inclusive development (World Bank 2021): in 2022, a revised document was released regarding this partnership (World Bank 2022). It shows the willingness of purchasing professionals to shed their stereotype image and become a partner in making this earth a better place by changing themselves first and then influencing others. The chorus for change is becoming louder and more frequent. The Open Contracting Partnership (an independent non-profit), Spend Network (a leader in open contracting and data analysis), and PUBLIC (a government focused technology company) have launched Open and Sustainable Public Procurement Toolkit to drive better adoption and implementation of SPP and measurement of impacts through an open, data-driven, inclusive approach. Such a trend will ultimately help mature public procurement as a professional discipline.
However, despite the growing importance of this topic, given the impending climate crisis and resource scarcity, the progress has not been even. The reality remains that the scale of challenges in implementing sustainable procurement is so complex and enormous that a lot needs to be done to reap the full potential benefits of sustainable procurement. While the government recognizes procurement as a strategic function, the focus of procurement regulations remains firmly rooted in achieving technical efficiency and economy at the micro-level, without appropriate tools necessary to achieve VfM at broader, more strategic level (World Bank 2021). The silver lining is that public agencies are increasingly using procurement policy strategically to achieve broader, more strategic objectives. These objectives range from triggering innovation in the market, channeling investment towards sustainable production, achieving resource efficiency, minimizing wastes, and protecting human rights to adhering to ILO conventions, bringing down the incidence of Antimicrobial Resistance (AMR), and shifting to a circular economy. The establishment of the Global Procurement Partnership shows that the catalytic role of public procurement as an important driver of improved governance is increasingly getting mainstreamed at national and sub-national levels.
2.7 What Is Sustainable Public Procurement?
A few crucial shifts—from economic criteria to combination of economic, social, and environmental criteria, short-term to long-term value, and transactional to strategic approach—in buying have opened up a wide range of possibilities to use public purchasing for achieving broader societal objectives at local, national, regional, and global levels. While many initiatives were taking place in different parts of the world to promote eco-friendly products through government procurement, their provisions were in bits and pieces, spread both over and outside public procurement legislation. Even EU Directives 2004/17/CE and 2004/18/CE, which had enabling provisions for procurement of environment-friendly products, did not mention phrases like “green procurement” or “eco-friendly procurement.” Japan’s 2002 Act on “Promotion of Procurement of Eco-Friendly Goods and Services by the State and Other Entities” is also known as the Act on Promoting Green Purchasing. However, the Act itself did not mention and define the term “Green Purchasing.”
Much later in 2008, the EU came up with a definition of “Green Public Procurement” in the communication “Public procurement for a better environment.” It defined Green Public Procurement (GPP) as “a process whereby public authorities seek to procure goods, services and works with a reduced environmental impact throughout their life cycle when compared to goods, services and works with the same primary function that would otherwise be procured.”5 The importance of GPP lies in its ability to act as “market trigger” (Testa et al. 2015) and to enlarge the market for environment friendly products (Li and Geiser 2005).
Most countries and organizations based in Europe adopted the concept of green procurement, focusing primarily on mitigating environmental impacts and promoting eco-friendly products. Promoting eco-friendly products was the key objective, with minimizing environmental impacts as consequential benefit. Simultaneously, voices in various quarters were looking to expand the scope of sustainable procurement beyond eco-friendly products to include social, environmental, and economic dimensions in decision-making. Thus emerged the concept of sustainable public procurement that focuses on all three dimensions of sustainability. Several scholars, researchers, and practitioners have defined sustainability. The majority of these definitions center on social equity, environmental protection, and economic development. Environmental protection may include, but is not limited to, the conservation of biodiversity, water, energy, forests, and resources, as well as the reduction of waste and pollution of all kinds. Health and safety, human rights, justice, gender, equity, security, and cultural diversity are all examples of social equity issues. Economic development, on the other hand, “refers to an understanding of the potential for economic growth and includes issues such as poverty reduction, responsible consumption, corporate responsibility, energy efficiency and conservation, waste management, and education” (Weybrecht 2010). As per Nijaki and Worrel (2012)‚ sustainable procurement aims to deliver a combination of these three values in some measure though public procurement. It has wider acceptance among policymakers, academia, and practitioners‚ and now it has become more common to use sustainable procurement instead of green procurement. The UNEP defines sustainable public procurement (SPP) as:Sustainable procurement is a process whereby organizations meet their needs for goods, services, works and utilities in a way that achieves value for money on a whole life basis in terms of generating benefits not only to the organization, but also to society and the economy, whilst minimizing damage to the environment.



The United Kingdom’s Sustainable Procurement Task Force first coined this definition in their report “Procuring the Future” (Defra 2006), and the same was adopted by the Marrakesh Task Force on Sustainable Public Procurement and later by UNEP in 2011.
The term Green Public Procurement (GPP) is more commonly used in the EU Member States and Asia, while countries supported by UN organizations typically use Sustainable Public Procurement (SPP). These two terms have now mainstreamed in most countries except in the USA, which uses Environmentally Preferable Procurement and Green Purchasing interchangeably. The GPP concept is narrower focusing only on environmental dimensions besides economic dimension‚ while the concept of SPP is broader that seeks to achieve the appropriate balance among the three pillars of sustainable development. However, the distinction between SPP and GPP is almost getting blurred now. Countries in the European Union increasingly give equal importance to social aspects and equity besides economic development and environmental aspects in purchasing decisions while still calling it GPP.
For businesses, Eco Vadis has defined sustainable procurement as adopting and integrating the Corporate Social Responsibility (CSR) principle into procurement processes and decisions while also ensuring that they meet the organization's requirements and its stakeholders. Many organizations have adopted their own definition, but it broadly conveys the same meaning. In the private sector, the greater emphasis is on building a close relationship with suppliers to address risks in the supply chain while achieving desired sustainability outcomes. In the process, organizations and vendors jointly set key targets and sustainability performance indicators and monitor their progress over time. In simple terms, sustainable procurement is about taking conscious purchasing decisions after considering all three kinds of impacts, as shown in Fig. 2.3. It is important to note that the list of impacts shown in the figure is not exhaustive. A detailed list of possible impacts of products, works, and services and their supply chain has been compiled by the Sustainable Purchasing Leadership Council (SPLC), as shown in Fig. 2.4. It is pertinent to mention here that purchasing decisions can have both negative and positive impacts on our economy, environment, and society. Therefore, sustainable purchasing is not only about minimizing negative environmental impacts resulting from purchasing decisions but also about enhancing social value by focusing on effectiveness and equity through increased transparency, accountability, inclusion, and sustainability.[image: ]
Fig. 2.3Sustainable procurement
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Fig. 2.4Positive and negative externalities of purchasing decision
(Source Based on SPLC [2014])



In 2017, International Standard Organization (ISO) released ISO 20400: Sustainable Procurement—Guidance to help organizations develop and implement sustainable purchasing policies and practices. The standard has helped mainstream the phrase “sustainable procurement” among policymakers, professionals, and researchers worldwide and find more acceptance among stakeholders by conveying a more nuanced approach towards embedding sustainability in buying decisions (Kumar 2017a). The standard focuses on addressing one of the main hurdles for implementing sustainable procurement: the lack of knowledge of procurement professionals in integrating sustainability concerns in purchasing decisions. Its publication adds a new chapter to the evolution of sustainable procurement‚ and many companies have used the standards to accelerate their sustainable procurement journey. Primmers (2021) has noted that though the standards itself would continue to grow in the future, it is yet to become a part of common business practices like ISO 9001 or ISO 14001. Despite this shortcoming, the use of standards by sustainability and procurement professionals in developing and developed economies would enable them to fast-track sustainable procurement implementation and achieve SDG 12.7.
Throughout the book, the term “sustainable procurement” is used to mean the use of institutional power of procurement to integrate sustainability in procurement decisions and “sustainable public procurement” to mean the use of government power of procurement to integrate sustainability in procurement decisions.
2.8 Value for Money (VfM)—The Game-Changer in Public Procurement
One of the unique features of public buying is that contracting authority uses taxpayer money to purchase products, works, and services. Since these entities are dependent on public money, allocated through a well-established budgeting process, their purchasing decisions attract considerable attention of stakeholders, including the general public, oversight bodies, legislatures, NGOs, and media. In the 24 × 7 news world today, there is unprecedented demand for increased transparency in public procurement; and more significant concerns about efficiency, fairness, and equity in the procurement process. In such a situation, contracting authorities are constantly under pressure to weigh the trade-off between various objectives of public procurement such as quality, timeline, risks, socio-economic objectives, and competition vis-à-vis cost (Thai 2009). The responsibility to ensure that the best “Value for Money (VfM)” is achieved for procurement invariably rests on contracting authorities.
Value for Money (VfM) has cropped up in our discussion before in this chapter. It is a broad term in all its intended connotations and is often used as an umbrella term to symbolize economy, efficiency, and effectiveness in the public financial management. These terms can be understood as (McKevitt 2015):	economy: need assessment and appropriate quality/cost ratio in the procurement of products/works/services;

	efficiency: minimum transaction cost of procurement in delivering services;

	effectiveness in achieving the intended outcome of the procurement.





There are several definitions of VfM, but they all talk about considering the entire mix of quality (including non-price attributes), costs and resources, fitness for purpose, timelines, and risks. Hutcheson, one of the leading figures of the Enlightenment era, pioneered the concept of value as something more than the lowest price (Klay 2015). The concept of value can be used to achieve many diverse objectives. This concept is best illustrated by how President George Washington, the first president of the USA, guided the procurement of ships for a new navy to strengthen the foundation of this newly formed state (Crawford and Hughes 1995; see also Klay 2015). The usual course would been to award the shipbuilding contract to a bidder offering the lowest price. Instead, he awarded contracts to different shipbuilders in multiple ports across several States at a higher price. He applied the concept of “value” in public procurement to enhance the legitimacy of the newly formed government as he believed that citizens would perceive the procurement to be fairer if the work was distributed equitably across several States (Klay 2015).
The “value” that the contracting authority wishes to provide to taxpayers through the procurement outcome has evolved over time. When the Thatcher administration implemented Compulsory Competitive Tendering in the 1980s, delivering “value” meant obtaining the “lowest price,” which later expanded to include both price and quality. The 1990s saw the narrowing of procurement goals to cost savings as the desired policy outcome. Centralization of procurement became a guiding principle in order to maximize economic efficiency gained through economies of scale. Small and medium-sized enterprises (SMEs), which the public perceived as providing more value to communities, gradually exited the market as they were unable to compete with large contractors in high-value contracts. Later, it was felt that the concept of social value applies to society as a whole, rather than just to individuals. In the context of procurement, it is about “maximizing additional benefits through procurement, above and beyond the benefit of merely the goods and services themselves” (Department of Communities and Local Government 2011). Simultaneously, many other definitions of social value emerged, defining the concept as a way of thinking about how scarce resources are allocated and used to maximize the non-financial impacts of public expenditure, such as well-being, health, inclusion, empowerment, social capital, and the environment. The UK Public Service (Social Value) Act 2012 captured the emerging concept of the value and directed contracting authority to consider improving the economic, social, and environmental well-being of the relevant area in procurement decisions.6 As a result, unlike economic value, which focuses on price and utility in relation to individuals, social value conveys a concept of society and what it considers to be important collectively (Jabang 2016).
The Environmental Protection and Biodiversity Conservation Act 1999 (EPBC Act)7 of Australia broadly defines the environment to include:	a.
ecosystems and their constituent parts, including people and communities;

 

	b.
natural and physical resources;

 

	c.
the qualities and characteristics of locations, places, and areas;

 

	d.
heritage values of places; and

 

	e.
the social, economic, and cultural aspects of a thing mentioned in paragraph (a), (b), or (c).

 





Traditionally, the environmental value has been anthropocentric, meaning only human beings are important and intrinsically valuable and the natural environment needs to be managed to benefit human beings. Such view took roots during 1500s onward when rationalism and scientific temperament were on the rise. Francis Bacon, often referred as the “Father of the Scientific Method,” noted in his book titled Novum Organum, “Nature being known, it may be mastered, managed, and used in the service of human life.” Such thinkings solidified societal views about man's relationship with the nature and led to the thinking that production and consumption can be sustained forever to meet the needs of people and that the natural environment will not act as an impediment to economic growth. This neoclassical economics theory was challenged by the theoretical work of ecological economics and its counterpart “natural capitalism” in the business world (Williams and McNeill 2005). There is a growing realization that the natural environment has intrinsic value and contracting authority should strive to reflect this value in procurement decisions. The outcome for environmental value can be: air quality, water quality, noise reduction, CO2 reductions, and natural habitat preservation—areas where contractors can contribute while delivering a contract. Similarly, the outcome of economic value not only means price but to have wider economic benefits, e.g., employment opportunity, training, local economic development, etc. which are valued for their favorable distributional impact. Since public procurement has a lion’s share in government expenditure and connects private sector with public sector; public procurement is the best lever to deliver these values in both governments and businesses.
Therefore, it is seen that the concept of “value” has evolved over time from simply achieving the lowest price to price and quality to economic, social, and environmental value to society beyond the core contract requirement. This shift in the concept of “value” has influenced how “Value for Money” is achieved in procurement decisions. The most significant implication of these changes is that the outcomes delivered through procurement decisions are no longer based only on the organizational objectives but must be based on what is important to society. The sections that follow discuss how broadening the concept of “Value for Money” has altered the narrative surrounding how public procurement policy is designed and implemented.
The broadening of the “Value for Money” concept appeales to policymakers because the fixation on the lowest price alone for ascertaining value in the past did not render desired policy outcomes; its importance in public procurement has grown over time, both in national regimes and Multilateral Development Banks (MDBs). Both EU Directives 2004/17/EC and 2004/18/EC and their subsequent revisions 2014/24/EC and 2014/25/EC, respectively, discuss achieving VfM. Directive 2004/18/EC categorically mentioned that the contracting authority, while choosing Most Economically Advantageous Tender (MEAT) as award criteria, will assess tenders to determine the best VfM. Its updated version, the Directive 2014/25/EC, further builds on the concept and requires public authority to strategically use purchasing power to spur innovation to improve the efficiency and quality of public services. The influence of EU procurement directives can be seen on the national procurement legislation of most European countries concerning VfM. The renewed interest in VfM in procurement legislation is not limited to European countries but has spread to other parts of the world. India has also revised its procurement guidelines and made a reference to VfM in procurement in its newly published General Financial Rule (GFR) in 2017. It states that all purchases shall be transparent, competitive, and fair to secure the best VfM. China has also undertaken procurement reforms in recent times, and VfM has gained momentum in public procurement (Wang and Zhang 2010). The procurement regulation of the World Bank (2020) supports borrowers in achieving VfM with integrity in delivering sustainable development, and VfM is one of the seven core principles of procurement regulation along with economy, integrity, fit for purpose, efficiency, transparency, and fairness. The Asian Development Bank (ADB) has listed VfM as a core procurement principle in its Procurement Policy: Goods, Works, Non-consulting and Consulting Services in 2017. Further, it came out with a separate guideline, Value for Money: Guidance Note on Procurement in 2018 detailing how to achieve VfM in projects funded by them (ADB 2021). The increased emphasis on the use of VfM shows that it has emerged as one of the critical objectives of procurement legislations of national governments and guidelines of bilateral and multilateral funding institutions. The VfM concept is especially relevant in the context of sustainable procurement‚ and therefore‚ it deserves detailed deliberations in the context of implementing sustainable procurement.
The traditional method to achieve  the best VfM was aimed at achieving one of the main objectives of contracting authorities, i.e., providing goods, works, and services at the cheapest price. In the words of the Father of Modern neoliberal economy, Adam Smith, the “Invisible Hand” of the market works to ensure that resources are allocated effectively (Smith 1759): the most efficient economic operator gets the supply/purchase order as a result of competitive procurement process. The “Invisible Hand” works because market participants make transactions based on the values they ascribe to particular products/works/services. As a result, the price mechanism allocates a particular good to the contracting authorities at a price the purchaser is willing to pay. However, to allow “Invisible Hand” to work, Arrowsmith and Kunzlik (2009) have argued that contracting authorities must be free (in principle) to determine what they value the most. However, in actual practice, awarding the tender at the lowest price has meant that vendors cut costs by offering the bare minimum acceptable quality without caring for environmental and societal concerns. Consequently, society bears the cost of adverse environmental externalities plus social and quality impacts. Further, the skewed reliance on price as the leading award criteria has limited innovation and encouraged short-term thinking—neither of which favors the best solutions to today’s problems.
The VfM as a concept has seen many debates in recent times as a result of changes in the notion of value to society. People have argued that the old-style approach focuses primarily on achieving efficiency and economy at the cost of effectiveness, i.e., how well procurement transactions achieve the goals of public procurement. This does not allow the contracting authority to consider qualitative considerations (values to the procurer) beyond the minimum quality aspects and cost beyond the initial upfront price. Cost incurred during operation, use, maintenance, and disposal at the end of the life is not considered. It is fair to assume that operating costs would be higher than the initial price for some products/works/services. For example, the initial investment cost in a waste management contract is minimal compared to the project's life cycle cost. Here, attempting to secure efficiency and economy by awarding the contract to the lowest bidder (cost-wise) would be an outright wrong economic decision. Since achieving broader strategic policy objectives has become a dominant factor in VfM calibration, it is fairly difficult to achieve optimal VfM through the traditional procurement approach.
The “value” that a procurer wants may be a combination of price with quality, technical merit, aesthetic and functional characteristics, environmental characteristics, running costs, cost-effectiveness, after-sale service and technical assistance‚ and delivery period or period of completion. Conventional practices to secure value (quality) as perceived by the procurer in its entirety relied too much on the technical specification of the products. However, as mentioned before, the product's technical specification does not capture all aspects of “value” that users of a product might desire from a product. Because “value” may include dimensions such as social and environmental objectives (horizontal objectives) and intangibles beyond the limited economic perspective seized by the upfront initial price (Lindholm et al. 2018). For example, in the defense industry, product performance, rather than price, is the primary selection criterion; governments are willing to pay a higher price for sophisticated and dependable equipment. Therefore, it is fair to assume that sometimes, procurers cannot articulate their “values” in purely technical terms or capture them through technical specifications. Technical specifications are undoubtedly instrumental in defining the minimum thresholds for product characteristics but do not incentivize vendors to offer products with superior sustainability characteristics. Thus, the conventional approach to achieve value by specifying minimum technical criteria does not guarantee the best possible procurement outcome all times. Still, contracting authorities use this approach most commonly because their decision to award the contract to the lowest bidder is incontestable; this provides an alibi to procurers in the face of scrutiny by the oversight bodies.
Grandia and Meehan (2017) have concluded that citizens increasingly expect contracting authorities to show preference for quality over price and to pay enhanced attention to wider societal value while spending public money. Unsurprisingly, as a result, governments have to face criticism for delivering poor products/works/services procured based on the lowest price. Further, the sole reliance on the price to award contract forces industry to design, manufacture, and deliver products beyond the economic optimum, causing the industry to perform at a suboptimal level. Concurrently, it causes long-term adverse impacts on the environment, social inequality, contempt to the labor laws, etc., damaging the government's reputation of the day. Thus, this gradual shift in thinking about VfM—from the lowest price to the optimum combination of factors, such as appropriate quality, service, life cycle costs, and other environmental and social parameters—was a much-needed change. Importantly, this new conception bodes well for the spread of SPP practices.
2.8.1 Etching Value for Money (VfM) Using Most Economically Advantageous Tender (MEAT) Methodology
The change in perception regarding what constitutes VfM in public procurement allowed broadening of the concept of quality. As mentioned above, the European Union’s Directive 2014/24/EU on public procurement observes that it can arrive at VfM based on factors other than just the price. It further elaborates that the other factors may include:conditions of delivery and payment, aspects of after-sale service (e.g. the extent of advisory and replacement services) or environmental or social aspects (e.g. whether books were stamped on recycled paper or paper from sustainable timber, the cost imputed to environmental externalities or whether the social integration of disadvantaged persons or members of vulnerable groups amongst the persons assigned to performing the contract has been furthered). (EU 2014)



The Directive allows procurers to take a wide array of criteria as a proxy to describe various quality aspects to promote sustainable development while ensuring that they obtain the best VfM for their contracts. In addition, it provides contracting authority the option to base the award of contracts on the most economically advantageous tender (MEAT), as determined according to the lowest price, the lowest cost, or the lowest price-quality ratio for achieving the best VfM.8 It is the use of quality/price ratio in award criteria that can open up procurement contracts to more innovative solutions to ensure that the money that goes into procurement is spent in a way that stimulates sustainable development.
The word “economically” in MEAT should not mean that it allows only price-based criteria as evaluation criteria. The European Court of Justice (ECJ), in its judgment in Case C-513/99 Concordia Bus Finland, has held that the award criteria used by the contracting authority to identify the most economically advantageous tender must not necessarily be purely economic.9 The judgment makes it clear that non-price factors can also be taken as criteria to determine the “Most Economically Advantageous Tender.” The case laws in Europe further provide contracting authorities liberty to choose criteria for award of contract and decide weightage of such criteria. This weightage should facilitate the contracting authority to objectively carry out an overall evaluation to identify the most economically advantageous tender. The caveat is that the award criteria must adhere to the following restrictions.	a.
must be directly linked to the subject matter of the contract;

 

	b.
allow comparison of all tenders objectively;

 

	c.
be quantifiable at the economic level; and

 

	d.
must have been published beforehand.

 





For instance, if a contracting authority cannot verify the accuracy of information provided by vendors to fulfill an award criterion, such criterion infringes the principle of equal treatment and cannot be used. It may be noted here that this interpretation is based on judgments pronounced by the ECJ on cases related to the EU’s procurement directives, and interpretation may change in other national contexts.
In Europe and other industrialized countries, contracting authorities have more than two decades of experiences in applying the MEAT principle to award contracts for products/works/services. However, it is not uncommon in practice to see decisions of the contracting authority related to the use of the MEAT principle getting entangled in legal dispute and landing in the Court of Justice of the European Union (CGEU). For example, in a recent Case T-117/17, judgment delivered on 17 January 2019, the Court of Justice of the European Union reiterated that the contracting authority has “a broad discretion as to the choice, content, and implementation of the relevant award criteria linked to the contract in question, including those intended to identify the most economically advantageous tender.”10 The Court had delivered the same decision in the judgment Evropaïki Dynamiki v EIB, Case T-461/08, dated 20 September 2011.11 The CGEU further reiterated that “such criteria can be applied objectively and uniformly in order to compare the tenders, and that they be relevant for identifying the most economically advantageous tender,” also delivered in the judgment of Case T-488/11 (Evropaïki Dynamiki v Commission) dated 26 September 201412 and TV1 v Commission, dated 26 January 2017.13 Thus, it can be seen that the CGEU's judgments are unambiguous and have remained consistent on two points over decades. Firstly, the award of tender based on the MEAT principle need not go to the cheapest tenderer. Secondly, a contracting authority can award a contract to a tenderer, which offers a better overall quality despite being expensive. Nonetheless, in hindsight, these disputes reaching the Court of Justice seem to have helped enhance better understanding of the MEAT principle among policymakers and practitioners. It further demonstrates that public procurement practices in the European Union have evolved based on secondary legislations in the form of directives and regulations, the Treaty principles, and case laws resulting from decisions of the European Court of Justice (Handler 2015).
The use of MEAT in award criteria, based on the best price-quality, has progressed; however, the price-only criterion remains the most widely used award criteria in most countries (EC 2018). A reason behind this could be that, in practice, applying the MEAT principle (best price-quality) in awarding a contract is not as easy as is presumed. Determining the quality criteria is not always straightforward: the complexity in evaluation process is directly proportional to the numbers of quality criteria. European Federation of Engineering Consultancy Association (EFCA) recommends its member to choose a maximum of four quality criteria that could be applied objectively and in a non-discriminatory manner to elicit the best offer to a tender (EFCA 2019). Generally speaking, quality criteria should correspond to procurement goals of a contract identified through engagement with stakeholders.
The versatility of MEAT as a principle to drive the best VfM could be judged from its increasing usage, and one can see the emergence of a common code of practice for applying MEAT principle in the award criteria. However, till a Common Code of Practice on MEAT is formally issued, the contracting authority needs to be vigilant and pay special attention to the following:	The contract notices or tender documents must contain all conditions and detailed rules of the award criteria in a clear, precise, and unequivocal manner.

	The principle of equal opportunity to all tenderers must be adhered to—all tenders should be subject to the same conditions.

	The award criteria must be set out in the tender specifications or contract notice, in such a way as to allow reasonably well-informed tenderers to interpret them in the same way.

	The award criteria must be applied uniformly.





It could be seen from the above discussion on VfM that focus of procurement has now shifted from initial price to total cost of ownership (TCO), and again, to life cycle cost (LCC), and from quality to quality+. Quality+ has many connotations such as technical merit, aesthetic and functional characteristics, environmental and social characteristics, running costs, cost-effectiveness, after-sale service and technical assistance, delivery date, and completion period. This means that VfM, as a concept, is a dynamic term, constantly evolving and is contextual. Therefore, the perception of VfM for a product or service may change over time and geography due to new technological development or changes in environmental and social values.
However, combining qualitative, environmental, and societal aspects in economic evaluation is not a simple task, and it remains a matter of subjective judgment (Barrett 2016). The procurement procedure based on the MEAT evaluation methodology is a better choice to maximize the likelihood that procurement outcome would give better VfM but may not guarantee the best VfM. Therefore, VfM is a moving target and difficult to be achieved in actual procurement as it does not follow an exact science. With this limitation, there is a need to understand how TCO/LCC can be integrated into public procurement procedures to achieve VfM as the economic cost remains an essential parameter in the MEAT evaluation methodology.
In order to understand different costs associated with procurement of products/works/services, let us refer to Fig. 2.5. This pictorial representation is based on ISO 20400:2016. One may note that ISO 20400 is very realistic about the fact that all externalities associated with the sourcing of raw materials, manufacturing, transportation, uses, and disposal can’t be monetized. Therefore, it has referred to life cycle costs (LCC) to mean only those externalities that could be monetized and considered in purchasing decisions in practice. From Fig. 2.5, it is clear that the initial price is a subset of TCO and TCO is a subset of LCC. While TCO primarily focuses on all economic costs such as acquisition, usage, maintenance, and disposal cost, LCC methodology allows purchasing authority to calculate the monetized value of non-financial attributes (Lindholm et al. 2018), such as GHG emission, water consumption, etc., apart from the economic cost of procurement of products/works/services over the product's life cycle.[image: ]
Fig. 2.5Different types of cost associated with procurement of products/works/services


As such, LCC is broad-based and can be seen more like a thought process than merely a costing tool and includes monetized value of environmental and social impacts. It can support decision-makers in different stages of public procurement processes (Adell et al. 2009). For example, at the planning stage, the procurement agency can use a life cycle approach to estimate costs associated with competing technology and develop environmental criteria to be used in the procurement process. For example, Rule 136 (1) of General Financial Rules 2017 of the Government of India provides for the use of life cycle costing (LCC) principle while designing projects (MoF 2017).
Given the numerous possibilities of evaluating VfM based on substantive quality criteria, the uses of MEAT in practice have been a daunting task for procurement professionals across the world. The task becomes even more challenging for public procurers as they are also obligated to comply with the fundamental principles of public procurement, i.e., transparency, predictability, and equal treatment. The transparency and equal treatment principles are satisfied by prescribing an evaluation procedure in their bid documents, clearly stating how the most economically advantageous tender will be identified objectively. The predictability principle is satisfied by choosing an evaluation model that leads to the award of the most economically advantageous tender in most cases, and there is certainty in the evaluation outcome. In order to meet these conditions, a contracting authority needs to prescribe the methodology for evaluating offers that are fair, transparent, objective, and predictable. Appendix 1 at the end of the chapter discusses how MEAT methodology can be applied in real procurement decisions.
2.9 Rationale for Adopting Sustainable Procurement in Public Sector
While both public and private sectors have equal concerns related to sustainability, the economic, social, and political stakes for public organizations are much more direct (Mohamad et al. 2019). Therefore, it is important to understand succinct similarities and differences in public and private procurement that have an important bearing on integrating sustainability in purchasing decisions. Procurement professionals, both in public sector and private sector, share similar challenges and responsibilities such as achieving value for money, being individually accountable for purchasing decisions and observance to procurement and financial policies of respective organizations. But what makes them different is their fundamental goals and practices (McCue and Pitzer 2005). The government does not face share price fluctuation resulting from exposure to sustainability risks, scrutiny by its central bank while drawing funds, loss of brand value‚ and competitive advantages, etc. but face the electorate at regular intervals in a democratic setup and are rewarded/penalized based on their performance during their years in public service. Also, since the government uses taxpayer’s money for delivering these functions: public procurement is highly regulated and subject to detailed scrutiny of its compliance with regulations to ensure that procurement is made in a transparent and fair way, following the due process. Public buyers are constrained by public procurement legislative, institutional, and administrative frameworks while ensuring efficiency, transparency, fairness, and equity at every stage of decision-making. Various oversight bodies, and even a parliament, depending on the country's political setup, scrutinize the decisions taken by contracting authorities. Fear of retribution and penalty for any deviation from the procurement rules has become so ingrained in the mind of public buyers that compliance of procurement rules and adherence to prescribed processes have become the prime objective. As a result, there is an overriding priority to procedural details, focus on price rather than total cost of ownership and a lack of collaborative, long-term relationships with suppliers, sometimes impeding the procurement outcomes (Larson 2009). Bandiera et al. (2009), based on public procurement in Italy, have concluded that regulatory burden along with inefficiency due to lack of competencies, low incentives‚ and general mismanagement of public offices together account for at least 82% of the estimated inefficiency associated with public procurement. On the other hand, private sector professionals are driven by mandates from the board of directors, business plans, and profit-making motives. They have considerable flexibility in negotiating the best deal while entering into commercial arrangements with vendors as long as it leads to an outcome advantageous to the company. This underscores the need to have responsive procurement policies and regulations that provide flexibility to integrate socio-economic and environmental considerations that are transparent, well defined, and consistently applied.
Despite specific differences in approach and practices in corporations and governments in the context of purchasing, both sectors need to be responsible for the material impacts of their procurement decisions on the environment and society. Quantifying and analyzing organizational spending, assessing relevant impacts of purchasing decisions, and identifying prioritized categories are the building blocks of implementing sustainable procurement. The next step is to take responsibility for those impacts by setting up a dedicated team, identifying actions that would significantly improve positive impacts, prioritizing relevant actions depending on the degree of consequences, and agreeing on implementation timelines, resources, targets, and work division. These basic principles of sustainable procurement do not change depending on the nature of organizations—public or private, size, regions and geographical location, and primary area of business.
Sustainable Purchasing Leadership Council (SPLC), Washington, USA, was perhaps the first organization in the world to come up with principles for leadership in sustainable purchasing in 2012. They identified five building blocks for building leadership in sustainable purchasing, given in Fig. 2.6 (SPLC 2012). Subsequently, the United Nations Environment Programme (UNEP) also came up with the Principle of Sustainable Public Procurement in March 2015 (UNEP 2015), which is given in Fig. 2.7.[image: ]
Fig. 2.6Principles of sustainable purchasing
(Source SPLC [2012])
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Fig. 2.7Sustainable public procurement principles
(Source UNEP [2015])



If one looks at the sets of principles by SPLC and UNEP, it can be seen that both these sets are applicable regardless of whether the organization is public or private. Of course, some aspects of the project, such as ease of implementation, may vary depending on the organization's size and the number of stakeholders involved, but principles remain the same. For example, integrating sustainability in purchasing decisions in a multinational company with a supply chain extending all around the globe would be more tedious and challenging than any organization with a few product categories and limited geographical spreads. Nevertheless, as far as principles are concerned, they are common to all organizations irrespective of the nature of ownership.
As has been discussed, governments can make their economies more efficient, create more inclusive societies, and enhance trust in their institutions by using public procurement strategically (OECD 2019). Therefore, let us discuss the reasons for governments to integrate sustainability concerns in purchasing decisions in more detail.
2.9.1 Enhancing “Value for Money” in Public Procurement Outcome
The “power of procurement” as a strategic tool for achieving diverse goals rests on the sheer size of purchasing done by the government, which influences the development and diffusion of sustainable products, works, and services in the region. On average, OECD countries spend about 12% of their GDP on public procurement, ranging from 5.1% in Mexico to 20.2% in the Netherlands (OECD 2017a, b). Every year more than 250,000 public authorities in the EU spend around 14% of GDP on public procurement.14 Governments spend more on public procurement in developing countries as they often rely on public sectors to directly deliver public services. For example, in India, public procurement expenditure is estimated to be about 24% of her GDP. As public procurement accounts for a substantial portion of public expenditure, governments are expected to be strategic, transparent, and efficient in spending to ensure high-quality service and achieve the best VfM for enhanced human welfare and improved economic growth. Moreover, since the best VfM concept focuses on a procuring entity's needs and interests to bring efficiency in financial management without compromising long-term interests of people and the planet, embedding environmental or social considerations in public procurement are a way for the procuring entity to purchase goods or services which it should do anyway.
The need for better financial management has gained further significance in the face of profound economic and social emergencies resulting from the COVID-19 pandemic. The ongoing COVID-19 pandemic has necessitated huge stimulus packages in both developing and developed economies in their efforts to “build back better.” As the economy rebounds after the COVID-19 pandemic, it offers an opportunity for transformative change by developing a common approach to direct government expenditure towards more impactful and sustainable investment in the future. In order to fast-track economic recovery in their countries, governments around the world have announced sweeping and sizable stimulus packages running into trillions of dollars. However, the sad reality is that only rich countries could afford such a package and only 2.5% of total spending has been dedicated to greener investment (O’Callaghan and Murdock 2021). Therefore, it is critical that taxpayer money be spent on green economy recovery that mitigates overall structural inefficiency in public procurement to benefit people and the planet. Considering the efficacy of SPP in delivering better VfM and minimizing negative externalities on the environment and society, governments across the world must use it as a fiscal instrument to align their spending with global climate and sustainability commitments.
2.9.2 Internalizing Environmental and Social Externalities
One of the most significant shortcomings of the market economy has been its failure to value services provided by the natural environment and not factoring in externalities15 in the valuation. While the market is a good mechanism for price discovery, it fails to signal when the scale of an economic activity becomes uneconomic in terms of the environmental costs being imposed on society (Williams and McNeill 2005). Further, since the market does not assign value to negative externalities, it never features in the decision-making matrix of governments or private corporations. As a result, manufacturers do not bear the cost of adverse environmental externalities, such as pollution, GHG emission, wastes, caused by them. In fact, manufacturers in an unregulated market have incentive to minimize private (marginal) costs and price by externalizing cost to a third party and society, resulting in higher resource consumption and environmental impacts (GIZ 2021). Inability to provide incentive to follow responsible practices in workplaces in public contracts results in more production of products than would otherwise be efficient for society. It may also be noted that some externalities, e.g., climate change are temporal, i.e., costs of the over-consumption today and their impacts are shifted to future generations.
The failure of the market becomes evident by revisiting the supply and demand curve of macro-economics (Fig. 2.8). As per classical economic thinking, this situation requires government intervention by regulation or policy direction (Williams and McNeill 2005). It can be seen from the diagram that under the current situation, producers are willing to supply a certain quantity of products at a price level determined by the market forces (O). However, the supply curve (shown in blue line) does not include the cost of negative externalities (shown below the horizontal line), such as air pollution, water pollution, waste, poor health, and workplace safety conditions caused by producers but borne by society. Often, even additional costs—operation, maintenance, spare parts, and disposal at the end of life—are not considered by contracting authorities, leading to structural inefficiency in public procurement (OECD 2016). Once these costs are added to the price at which manufacturers would be willing to supply a particular quantity, the supply curve moves to the left (shown in red), and a new market equilibrium (P) is reached. As a result, producers, who are imposing a negative externality on society, had to take the broader social cost of their behavior into account, they would have incentive to reduce the production, thus leading to sustainable production.[image: ]
Fig. 2.8Supply and demand curve after taking environmental externalities
(Source Stantcheva [2017])



Therefore, governments have the responsibility to take appropriate policy measures to internalize such external costs to ensure that products and services are sold in market at true cost encompassing environmental and social costs (GIZ 2021). They can also influence market participants by demanding sustainable products, works, and services, thereby including externalities in decision-making. Since in this scenario, vendors/contractors/service providers will have to factor in the cost of externalities in their pricing, making the price of sustainable products, works, and services costlier, demand for such products, works, and services will taper down, thus leading to lower consumption. Contracting authorities can address structural inefficiency in government purchasing by incorporating life cycle thinking. Simultaneously, it also allows them to address the market’s inability to capture environmental externalities (Baron 2016).
2.9.3 Promoting Sustainable Manufacturing and Innovation
Throughout human history, innovation has played a pivotal role in the betterment of human lives; for instance, the impact of the wheel and the steam engine on human life is well known. In order to foster innovation in manufacturing, governments have traditionally focused on creating human capital and investing in research and development. However, the current consensus is that the conventional approach has fallen short of bringing innovation, performance, and productivity to the desired level; it needs to be complemented by articulating and communicating preferences and demands to the market. Dalpe (1994) argued that demand acts as a determining variable of innovation; governments by virtue of their market power can contribute to industrial development by promoting innovations. He further reasons that the government has the power to influence market operators by being the lead consumer of innovative sustainable products and services and by molding the demands of private consumers. Handler (2015) has also supported this view and argued that when public procurers represent a critical mass in any sector, they contribute positively to shift demands of the private sector towards new technology and processes. This encourages manufacturers to innovate and induces them to develop new products if no product on the market matches governments’ requirement. It is where demand-side policies, such as public procurement, stand out in their ability to direct resources and capabilities for innovation in a particular direction to meet societal or market needs (OECD 2011).
The aim is to encourage public entities to seek sustainable, innovative solutions resolutely; thus, demand for greener products would reach critical mass, promoting works and services which would otherwise be difficult to get to the market. Public entities can use their “power of procurement” to pass appropriate signals to the market, encouraging innovation in sustainable manufacturing practices by creating demands for sustainable products, works, and services. Manufacturers are willing to invest, innovate, and scale up productions of sustainable products as long as assured demand from public entities guarantees minimum offtake; thus, under-investment in innovation due to the uncertain demand in the market can be overcome (Ghisetti 2017).
Policymakers across the globe are becoming increasingly aware of this responsibility: EU's procurement directives 2014/24/CE and 2014/25/CE of 2014 encourage public authorities to use public procurement to spur innovation to improve the efficiency and quality of public services while addressing major societal challenges. Such policies have led to substantial changes in the past.  For example, the US's domestic market for green electronics products made huge strides after the Federal Government's Executive Order to buy greener products in the early 1990s. Similarly, in Europe, public procurement played a pivotal role in developing market for organic food and drink, fuel-efficient vehicles, sustainable buildings, and timber products (Kumar 2017b). Thus, governments can spur innovation in products and services and help their diffusion among private consumers more broadly by being lead users themselves.
Therefore, one can see how public procurement policy could be a prime driver for making public expenditure greener: purchasing power can be used to influence the development of services and products that tackle climate change, conserve resources, and address social issues, from gender equality to decent work conditions. However, market response towards change is dependent on the volume of institutional demand for sustainable products, works, and services. Moreover, aggregation of institutional demands helps in achieving economies of scale, thus bringing down the price of sustainable products and services. Therefore, fragmentation of public demand due to the decentralization of public procurement at different levels of government can limit the potential economic benefits due to economies of scale, limiting the innovative potential of public procurement. The government needs to put a mechanism to ensure that all public entities in a country give unambiguous signals to the market and to assure suppliers that future tenders would include the exact requirements to incentivize suppliers to work towards the desired end. Long-term demand forecasts for sustainable products, strategic dialogue with the sister entities, and cross-collaboration with the market could help reduce diffusion of the signal going to the market.
Furthermore, as per a study done by OECD (2017c), a well-designed demand-side innovation policy, such as public procurement, is also attractive to governments from a budgetary perspective as they work out to be cheaper than direct support measures given to industry. This provides one more reason for governments in poor and developing countries to jump on the sustainable procurement bandwagon.
2.9.4 Achieving Sustainable Development Goals (SDGs) and Climate Change
The adoption of the “Transforming our world: the 2030 Agenda for Sustainable Development” by the General Assembly in September 2015 and the signing of “Paris Agreement Under the United Nations Framework Convention on Climate Change” in December 2015 were perhaps the two most important events of the 2011–2020 decade. At the time of the signing of the former, the then Secretary-General of the United Nations stated that the Agenda 2030 compels us to look beyond national boundaries and short-term interests and act in solidarity to achieve long-term goals. Since then, SDGs have gotten tremendous traction and are considered a yardstick for human development on a sustainable path. The breadth of the 2030 Agenda and its ambition attest to pressing challenges that lie ahead for countries and people irrespective of their geographical locations. At the same time, it is also an opportunity for the world community to commit to these goals by aligning their respective national development plans with the SDGs.
SDGs call for actions, among others, to end poverty and ensure that people enjoy their proper way of life in peace and with prosperity, all while protecting the planet. It is possible only when we fundamentally change our understanding of what constitutes growth and consider all aspects of the well-being of current and future generations as a measure of growth. It would mean moving beyond the obsession with GDP to an approach that assesses people's needs comprehensively and recognizes the economy as a wholly owned subsidiary of nature and supports the concept of living in harmony with nature. Such an approach would require a transformation of the economy by introducing new metrics and frameworks to measure the progress that put the environment and society at the center of discussion around economic development.
The SDGs have reiterated the strong link between environmental protection, societal well-being, sustainable development, and public procurement (UNEP 2017). Through its inclusion within the 2030 Agenda for Sustainable Development as an independent goal and target, public procurement has been recognized as a key strategy in the global effort for sustainable development. In order to translate this target into meaningful actions, countries should promote the integration of sustainability concerns into purchasing decisions and align procurement practices with broader national objectives. The inclusion of sustainable procurement as one of the SDG targets means that effective, efficient, and economical public spending by the governments is vital for the attainment of SDGs through SPP. Moreover, it might as well address critical funding gaps that countries may face in achieving these goals by 2030 (The Economist 2020). Organizations can be economically prudent by spending judiciously on essentials and considering life cycle costs and adverse impacts of purchasing decisions of products, works, and services. The resulting savings can free up some money for bridging the estimated annual funding gap of around $2.5 trillion to meet SDGs by 2030 (UNCTAD 2014).
The decades of progress in SPP policy implementation worldwide have demonstrated its importance as an instrument for achieving Sustainable Development Goals. As countries plan to implement SDG 12.7, SPP would help make consumption and production sustainable (SDG 12). SPP also promotes the development of local industries and SMEs. Buying products and services from Micro and Small Enterprises directly increases employment opportunities in rural areas (MSMEs are mostly situated in rural areas); thus, this would help achieve SDGs 1, 2, and 8. Considering the interdependent nature of SDGs, implementing sustainable procurement will deliver not only SDG 12 but also simultaneously contribute significantly to the achievement of almost all SDGs, directly or indirectly, notably SDGs 2, 3, 4, 8, 9, 13, 14, and 15. Thus, sustainable procurement of products, works, and services will positively impact goals from local employment to reducing carbon emissions, making public spending integral to many of the SDGs (see also Table 2.1)﻿.
The Paris Agreement cannot be achieved unless governments and businesses agree to reduce GHG emissions in response to climate change. One hundred thirty-seven governments have already pledged to achieve net-zero emissions; some have enacted legislation, others have included it in policy documents, and still others have made declarations.16 Bhutan and Suriname have already achieved the net-zero target; Finland has pledged to do so by 2030, but the majority of countries have pledged to do so by 2050. China has pledged to achieve net-zero emissions by 2060, with India following suit by 2070. Similarly, many corporations have already pledged to go net-zero or are in the process of declaring their climate change ambition. However, unless governments or businesses address GHG emissions from their supply chains, achieving net-zero is nothing more than a pipe dream. As a result, it is critical for governments to understand the baseline for their Scope 1, 2, and 3 emissions, identify hot spots in the supply chain, and identify emission reduction opportunities towards net-zero. Because purchasing departments typically control both external costs and emissions and manage supplier relationships, it is only through the strategic use of procurement that governments can gain full control of their external spends, pinpoint actions for improvement, and track progress on both fronts.
2.9.5 Government Leading by Examples
One of the essential functions of government is to make regulations for various areas: protecting employees’ rights, eliminating child labor, ensuring minimum wages to protect the environment and forest, preventing air, water, and land pollutions, to name a few. In a business-driven society, the government is also responsible for curtailing anti-competitive practices to hold corporations accountable for the amount of power they wield. Despite our aspiration towards sustainable development, all evidence points to the world's obsession with economic growth: money and profit motives drive actions, not the environment and social values. Classic economic theory states that regulation is vital in areas where market forces fail to arrive at viable market-driven solutions. However, there is no guarantee that all associated problems will instantly disappear once regulations are in place. There are umpteen examples documenting violations of environmental and social law violations in every country across the globe; these may occur due to weak laws, but the cause is often poor implementation linked to unethical practices.
These regulations are often criticized as impediments to corporate and small-business growth leading to a waste of resources. Despite this apparent shortcoming, they have successfully held people and organizations accountable in case of violations. Adopting a sustainable public procurement policy and advocating for its implementation offers a unique opportunity to governments to address this criticism. By demanding sustainable products, works, and services through open competition, the government is moving away from regulations to find solutions by adopting a market-driven approach for addressing sustainability. In doing so, it is possible for governments to reduce, but not eliminate, expenditure on implementing policies and monitoring regulations by officials. It offers governments a choice to have a mixed approach—the use of hazardous substances as ingredients in products is regulated‚ while achievement of higher sustainability outcomes is left to market forces.
Public entities have the opportunity to show leadership in sustainable procurement by demonstrating to stakeholders that they do not simply preach to corporations to consider sustainability issues in a business decision but also “walk the talk” by internalizing these principles in their procurement practices. Governments being the single largest land owner, energy consumer, and employer in most countries, they can catalyze private sector investment and expand the economy. They also have moral responsibility to seek solutions on how to approach market particularly in response to priorities like advancing sustainability and tackling climate change. They need to capitalized on this opportunity to maximize benefits effectively and comprehensively; failure to deliver environmental and social value through public procurement might lead to additional cost that the taxpayer has to absorb elsewhere (Govt of UK 2020). Governments should make the first move as they can influence economic operators in the market by the sheer size of their procurement. The more these values are effectively captured in public tenders, the more wholeheartedly vendors community would adapt and respond, leading to shift in their behaviors and attitudes (Govt of UK 2020). Compared to governments, small businesses alone do not have as much ability to influence market players. Their demands may constitute a tiny fraction of the total demand of the product: market players would not be as inclined to make their manufacturing practices sustainable. The resulting investment in sustainable products would further bring down the product cost in the market due to the economy of scale. As will be seen in a case study on the UJALA program of Government of India launched in 2015 (Box 2.1), demand aggregation and procurement of LED by Energy Efficiency Services Limited (EESL) helped increase the share of LEDs in the Indian lighting market from less than 1% to 15% within a year. This shows that a business model based on demand aggregation of low hanging fruits and marrying them with the proven energy-efficient technologies and financing can create a thriving market for energy-efficiency products and services.
BOX 2.1: CASE STUDY—Aggregating Demands for Leveraging Purchasing Power of Consumers.17
Energy Efficiency Services Limited (EESL) is a Public Sector Undertaking under the Ministry of Power, Government of India, with a mandate to accelerate the adoption of energy-efficient technology. Over the years, it has used aggregation of demands as a business model to achieve economies of scale and accelerate the adoption of super-efficient appliances such as LED lighting, fans, super-efficient air conditioners, etc. In 2015, the government launched Unnat Jyoti by Affordable LEDs for All (UJALA) program, the world's most extensive non-subsidized LED-based lighting program to replace incandescent bulbs in the residential sector with modern, efficient, and longer-lasting LED lamps.
Under the UJALA program, EESL aggregates domestic LED lamp demands and purchases them at a competitive price through a transparent bidding process for distribution among domestic consumers to replace inefficient conventional lamps. As a result, 367 million LED lamps have been distributed in residential sectors, resulting in energy savings of 47.8 billion kWh per annum, CO2 reduction of 39 million tons per annum‚ and monetary saving of $2.62 billion. Prior to the launch of this program, the LEDs lighting market was only $918.7 million, with its share of only 0.1% in the domestic lighting market in 2016 due to the high upfront cost of LED lamps. The launch of the UJALA program sent an unambiguous signal to LED manufacturers regarding the future demands of LEDs. Aggregation of LEDs demands and bulk procurement through a competitive and transparent bidding process by EESL led to a drastic drop in the retail price of LED lamps from approx. INR 400 (around £4.50) each in 2014 to about INR 70 (£0.78) each in 2019. This completely transformed the lighting market with substantial positive impacts on national energy use and carbon emission reduction. The LED market in India grew to $ 3.58 billion in 2020 and is expected to grow at a CAGR of 28.2 % during 2021-26. The cheaper availability of LEDs led many households to leapfrog from no electrical lighting to LED lights. Switching from inefficient incandescent light lamps to LED lamps also helped consumers save their electricity bills, improve their quality of life, generate prosperity in local communities, and expand energy access to all. The scheme also triggered large-scale investment in LED manufacturing and provided 35000 temporary employment in the distribution of LEDs.
Key Learnings of the Case Study:	States can transform the market by sending a clear signal to the market on their intention to purchase sustainable products.

	Aggregation of demands helps in achieving economies of scale, thus bringing down the price.

	The procurement of energy-efficient products leads to multiple benefits—economic, environmental, and social.





However, in another context, as per Perera et al. (2007)‚ scaling down is the way to go: benefits of the SPP program to both environment and economy at the local level are much more visible and pronounced as compared to those at a national level. Research (Kusakabe 2013) suggests that local governments respond to sustainability challenges by becoming more proactive and innovative in policymaking and implementation. Local municipalities could divert economic savings resulting from such a program to meet other needs of society. Moreover, local workers provided with better health and safety measures in their workplace due to social clauses in their contract put in place through government action would be more willing to re-elect political representatives who took the initiative to implement these measures. However, it may be noted that benefits to the local ecosystem due to better environemntal  practices—conscious manufacturing practices by local industries, use of sustainable transport systems, etc.—will not show results immediately and become visible to citizens only in the long run.
A government, leading by example, brings several benefits to its economy and country and minimizes potential economic and reputational loss. Such losses might arise from sustainability risks emanating from its boundary or environmental and social damage caused by its organs in other parts of the world. For example, according to a study by the World Resource Institute (Hu et al. 2014), Chinese state-owned commercial banks lost $1.8 billion as a result of insolvency and bankruptcy of Asia Pulp & Paper Co. Ltd. caused by the company’s failure to meet environmental protection requirements. Reuters had reported (Nako 2014) that PetroChina was fined $1.2 billion for secretly discharging crude oil into a mine pit in Chad in 2014. Risks like this are too big not to be attended by governments; the Task Force on establishing China’s Green Financial System has noted that Chinese companies must keep China’s national image in mind and proactively integrate environmental and social risks management into the project management life cycle (Green Finance Task Force 2015).
It can be seen that governments have compelling reasons for embracing sustainable procurement practices. On the one hand, it allows governments to rationalize demands of different products, works, and services; hence, economy and efficiency are brought into purchasing. On the other, it allows them to influence the supply chain practices of vendors/contractors/service providers transparently and equitably. In economic sectors such as health, education, transport, environment protection, and defense, where government procurement has a dominant share, it is incumbent on them to enhance the sustainability practices of actors along the product value chain. Such initiatives by governments can accelerate the diffusion of sustainability practices, which often require coordinated complementary investments by economic players among private consumers and corporate buyers. Further, it can create a positive snowball effect by energizing citizens, enhancing the technical expertise of actors along the product value chain, mobilizing financial resources, and developing managerial execution capacity for effectively integrating sustainability in purchasing decisions.
Therefore, it can be seen that though there are different motivations and incentives for adopting sustainable procurement by private and public sectors, the rationale for adopting it remains the same for both corporations and governments. It is only when players from both private and public sectors join their hands for implementation together that they can create necessary synergy for the widespread adoption of SPP.
2.9.6 Fostering Equitable Economic Development
Rapid economic growth in China, India, and other countries post-1990s has lifted many people out of extreme poverty, but wealth and income inequality in these countries have increased dramatically. According to the International Monetary Fund (IMF Fiscal Affairs Division 1999), global output has increased by more than 3% per year since the 1990s, but the benefits of this growth have not been distributed evenly, resulting in wealth and income disparities in both developed and developing countries. The Credit Suisse Global Wealth Report has estimated that the world's richest 1% people own 45.8% of the world's wealth, while the world's poorest 55.0% people own only 1.3%.18 As per the World Inequality Report, the richest 10% of the global population now receives 52% of global income, while the poorest half receives only 8.5% (World Inequality Lab 2022). The COVID-19 pandemic has further exacerbated inequality by causing a large number of job losses in unorganized sectors around the world. According to the UNDP, eight out of every ten people who are directly pushed into poverty as a result of the pandemic are expected to live in the world's poorest countries by 2030 (UN 2020). Such inequality exists not only at the global level, but also within countries. The Gini wealth coefficient, a measure of inequality, for India, for example, has risen from 0.67 in 2002 to 0.83 in 2019. In other words, the richest 1% of the population controlled 42.5% of national wealth in 2019, while the poorest 50% controlled only 2.8% (Oxfam India 2019). There is widespread agreement that extreme income, wealth, or opportunity inequality is unjust, and that efforts should be made to raise the incomes of the poorest members of society. A group of economists at IMF (Ostry et al. 2018) have argued that there is a need to rethink economic growth policies so that distributional consequences are considered and addressed by policymakers. They have cited four primary reasons why it is critical to pay greater attention to how economic gains are shared up and down the income ladder (IMF Fiscal Affairs Division 1999).	Equity is a worthy goal due to its moral implications and close relationship with fairness and social justice.

	Addressing equity can help reduce poverty, both directly and indirectly.

	Historical discrimination suffered by certain groups due to their gender, race, or ethnic origin must be addressed.

	Policies promoting equity can boost social mobility.





The report further informs that economic inequality leads to lower and less durable growth and causes social tension leading to backlash against free-market policies. Governments themselves have contributed to many aspects of economic inequality as a result of choices made by them in the past. Contrary to popular perception, it also stresses that redistributive policies aimed at curbing inequality support and don’t hinder economic growth. Therefore, policymakers globally need to take into consideration distributional consequences of economic policies to accelerate sustainable growth.
According to Pareto’s principle of welfare economics (Pareto et al. 1971), legitimate welfare improvement occurs when a specific change benefits at least one person while making no other people worse off. It is a known fact that public procurement regulations change the welfare of socio-economic groups to various degrees, depending on differences in their social arrangement. Thus, the distributional impact of procurement decisions will vary depending on the size (small vs. large) and ownership (owned by physically challenged individuals, women, and minorities) of economic operators. Therefore, while designing public procurement policy, there is a need to consider appropriate incentives for economic activities with built-in distributional factors that assuage prevailing extreme income, wealth, or opportunity inequality in a country. Various researchers (Amini 2004) have shown that small enterprises guarantee a relatively more equitable income and investment distributional mechanism than large enterprises. Similarly, studies have found that promoting businesses owned by minorities, women, and other economically disadvantaged groups through affirmative policies leads to better policy outcomes, including social stability and increased employment opportunities. Yet, these businesses are frequently under-represented in public tenders because they are unable to compete with large corporations that have better access to finance, technical know-how, and are more accustomed to navigating the bureaucratic process.
As sustainability has taken center stage, there has been a growing focus on how public procurement spending can be reoriented to promote equity in society by increasing opportunities for diverse employment, improving living standards, and delivering social values. As discussed above, such interventions in public procurement result in more effective linkages between economic and social policies and outcomes. Governments, thus, can play a critical role in providing direct employment for people from disadvantaged communities, as well as employment opportunities that are gender-equitable and inclusive of people with disabilities, by appropriately tweaking procurement regulations. Procurement policies such as set aside, purchase/price preference to local, minorities, women, and other economically disadvantaged owned industries have better income and wealth distribution impacts. It would have several socio-economic benefits, including increased economic activity, upskilling of the local workforce, and diversity.
Wissenburg (2006) observed that the equity aspect of sustainability can be layered onto the equation through distributional analysis of economic and even environmental benefits. Many organizations, for example, have implemented strategies to increase the capacity of the local economy to generate wealth that has bigger distributional impacts. Local economic development is undertaken to create new employment opportunities, which will result in fiscal benefits (tax revenue) to local municipalities as well as employment benefits to local youth. Several governments in Africa have implemented Home-Grown School Feeding Program (discussed in detail in Chapter 7) with objectives to enhance economic opportunities and reduce the incidences of extreme income, wealth, or opportunity inequality in society. The program aims to increase the income of local farmers while also providing nutritional foods to schoolchildren. Only small farmers and their associations are permitted to participate in bids for procurement of local cereals and vegetables. Such intervention has a different distributional impact as the program shifts demand from large to small farmers. Thus, the program reduces household risk by providing consistent demand and better prices, thereby stabilizing small farmers’ incomes, which may have broader effects on the local economy by creating employment and raising consumption demands.
Many governments have adopted various tools such as breaking up large contracts into smaller subcontracts, assisting subcontractors in becoming prime contractors, and removing onerous financial burdens for small businesses to improve participation of small enterprises. Such methodologies offer contracting authorities the opportunity to align their spending with addressing historical disparities while also constructing a more equitable economy for all populations. Another such strategy calls for public administrations to promote innovation through their market power to contribute to industrial development. Public institutions can help a new business grow by giving it its first order and allowing it to access other public and private markets. Minnesota has trained its employees on writing more inclusive comprehensive proposals and RFPs to avoid narrowing the pool of potential applicants to improve participation of small business and thereby increase equity.19 McCrudden (2004a, b) cited Malaysia, South Africa, Canada, and the European Community as examples of how procurement can be used to promote equality based on ethnicity and gender. They have used a variety of tools such as targeted capacity development, set-asides, purchase references, and subcontracting plans to improve equity through procurement. The experiences demonstrate that public procurement could be an effective tool for promoting more equitable economic development in a country.
2.10 Linking Procurement with Broader National Sustainability Vision
As per the 2019 UN Global Compact-Accenture Strategy CEO study on sustainability (UNGC 2019), approx. 94% of CEOs consider sustainability issues essential to the future success of their businesses and believe it to be a competitive advantage over their competitors. Another study by Ernst & Young (EY Global 2018) forecasted that procurement’s contribution to overall organization strategy would be a significant driver for competitive advantage. It further stated that procurement leaders need to expand their vision beyond cost leadership to enable innovation, agility, and supply certainty that contribute to organizational value. Considering that sustainable procurement triggers innovation in the market and reduces risks in the supply chain, it fits well with organizational strategy to leverage sustainability for future growth and competitive advantage.
However, it seems like procurement leaders are lagging in picking up signals from business leaders to reorient procurement functions to reinforce the organizational strategy and bring competitive advantages. This view gets strength from Procurement Leaders’ Chief Procurement Officer (CPO) Planning Guide that states sustainable procurement failed to be a top priority for CPOs over the last five years, including 2020 (IPPU 2021). The findings highlight a reluctance on the part of procurement functionaries to embrace sustainability in procurement decisions, either due to lack of required skills, complexity, vision, or the combination of all. It shows that though CEOs seem relatively buoyant on sustainability for future growth and competitive advantages, their procurement team does not appear to be on the same page. A similar disconnect between CEOs and CPOs was discovered in a recent study by (Accenture 2022). The report acknowledges the critical role of procurement functions in translating sustainability aspirations into actions; procurement is increasingly becoming a barometer of an organization's progress on sustainability. It highlights that while more than half of CEOs consider sustainability to be a top-three procurement priority, only 22% of procurement leaders consider it to be a top-three procurement priority.
The failure to integrate sustainability into procurement strategy and communicate it effectively appears the most plausible reason for such disconnect. Another reason could be the continuing belief that procurement has no role in mitigating sustainability risks. Such misalignment between functional and corporate goals could further lead to other constraints, such as budgetary constraints, for the procurement team to work on sustainability procurement, even when there is a genuine desire to do so (IPPU 2021). In both scenarios, the culpability lies with procurement leadership. There is a need to address the more significant questions, put aptly by a blogger writing for Procurement Leaders (now available at IPPU 2021)—“Why has procurement been so slow to focus on sustainability? Why is there such a disconnect between the stated sustainability aims of most corporates and the goals of the function (procurement) best placed to influence those aims in the supply chain?” It is essential to point out that this question is not aimed at procurement professionals from any particular country or sector; it is true for both public and private sectors and in all geography. The procurement function cannot be seen lagging, especially when sustainability issues have captured unprecedented interest in stakeholders.
One must not be discouraged by trends: pockets of good practices in the industry invest in skills and resources to transform procurement functions to make supply chains more resilient and fit for the future. For example, sustainable Procurement Barometer 2019 reports (EcoVadis 2019), based on data from 210 buying organizations across all industries and geographies, states that 81% of organizations surveyed stated that their commitment to sustainable procurement has increased over the past three years. Most organizations attributed this learning to compliance with existing regulations and risk and cost reduction due to collaborative product development with vendors. The report also highlights that organizations adopting sustainability practices see value in running a sustainable procurement program. Outside of the report, too, there are notable success stories in the corporate world that illustrate the positive impact of embedding sustainability in the supply chain and working in collaboration with vendors to achieve common sustainability goals on a company's triple-bottom line. Walmart, through its suppliers’ commitments, aims to reduce one billion metric tons of GHG emission from the global value chain by 2030 under the Project Gigaton20 which will have other socio-economic benefits too.
Such change cannot occur without procurement leaders aligning their functions more closely with their organizational sustainability strategy. To begin with, they should communicate with C-suite executives to define a sustainability vision, align the procurement function’s operations to the vision, transform procurement processes to achieve that vision, collaborate with supply chain partners, and build the right team for future-proof procurement. The aim is to make sustainable procurement an organizational priority. For example, in response to the White House Executive Order on “Climate Related Financial Risks‚” which was issued in May 2021, the General Services Administration (GSA) has begun to strengthen its existing sustainable procurement program. It announced Climate Risk Assessment Plan, outlining mitigation measures for climate risks in their supply chain. Since it is linked to the Executive Order (a broader goal), the plan has a better chance of success as it is now an organizational priority for GSA. The moment it becomes an organizational priority, stakeholders can start addressing the right kind of questions: what needs to be spent, how needs could be met alternatively, what could be done to cut down waste, whether innovative solutions already exist in the market, etc. Once these questions are deliberated and stakeholders find solutions, spending might come down and become more sustainable in both short and long terms.
Further, GIZ (2021) report argues that successful implementation of SPP policy requires developing a conducive environment and infrastructure for reliable product assessments that is essentially a long-term process. The development of support infrastructure can be accelerated by linking sustainable procurement policy to larger national goals, international agreements (Paris Climate Change Agreement), and other high-level policies (National 5-Years Plan, National Resource Efficiency Plan, National Circular Economy Plan, etc.). Once these relationships are established, private sectors, civil society, and technical institutions, in addition to the government, see an opportunity to develop solutions and support infrastructure for reliable product assessment, thereby accelerating SPP implementation.
2.11 Public Procurement as an Academic Discipline
For academicians, public procurement has been a neglected research area even though governmental entities and public procurement practitioners have diligently worked to improve public procurement practices (Thai 2001). Purchasing as an academic discipline burgeoned when Harvard University began offering a course on this subject in 1917. Subsequently, many universities started courses on purchasing in tune with the growing importance of purchasing from the public administration point of view. Currently, many universities offer courses on public procurement under the faculty of social science and humanities or under business faculties. However, specific courses on public procurement remain rare, and even the expanded field of public administration largely ignored this vital function of government. In recent times, the World Bank, MDBs, and others have made a case for making public procurement a core function of public administration and the need to professionalize procurement functions.
This lack of research backing is perhaps the most significant obstacle in the path of public procurement attaining recognition as a profession. In order to claim a distinct profession, public procurement has to demonstrate that its body of knowledge is rooted in academic disciplines (Savage 1994). Academia has a crucial potential role in bridging this gap and making public procurement emerge as a true profession. Currently, public procurement as an academic discipline does not have a firm theoretical foundation but is rather based on theories (Transaction Cost Theory, Principal Agency Theory, Institutional Theory, Game Theory, Organization Theory, Auction Theory, Best Value Theory, and System Theory) borrowed from the field of management, social science‚ and economics. Robert (2018) has argued that academicians and practitioners need to come with independent procurement theories to make it a true academic discipline.
By early 1990s, procurement began to evolve as an important business function and academic field of study and authors began publishing books and articles on procurement (Chick and Handfield 2014). In 1999, NIGP: The Institute for Public Procurement signed a partnership agreement with Florida Atlantic University that resulted in publication of the Journal of Public Procurement, the first scholarly journal dedicated to the field of public procurement (Thai 2001). However, the general neglect in research related to public procurement has repercussions on research in emerging areas of public procurement such as sustainable procurement, the subject matter of this Book. There are very few peer-reviewed research papers on sustainable procurement that date back to the twentieth century. At the onset of the twenty-first century, students and researchers started studying the strategic use of public procurement to achieve broader organizational and national objectives. However, this was limited to a few universities in industrialized countries. In 2006, while researching this subject, the author had a tough time finding a supervisor as no reference of this topic existed in academic circles in the region.
However, things are slowly changing for the better. The pressure on public finance in the aftermath of the 2007 global financial crisis drove many researchers to the field of public procurement in search of a viable solution to rekindle the economy. While research in public procurement attracts scholars from diverse fields, such as management, public administration, finance, law, supply chain and logistics management, mathematics, and information technology, the current knowledge base in the procurement field comes overwhelmingly from practitioners themselves. The two-way communication between research and practice has been the key reason for the upward trajectory of public procurement in recent decades (Flynn and Davis 2014). Many high impacts journals in procurement, economics, and sustainability have published several papers related to green procurement (Bag 2017). Cheng et al. (2018), based on publication from 2000 to 2016, observed a steady, upward trajectory in the GPP literature during 17 years, with most papers falling under three disciplines, namely Sustainability & Environment, Productions, Operations & Procurement, and General Management and Multidisciplinary. The same research also found that the bulk of research on GPP has focused on policy and policy design in specific sectors and areas. It shows a growing recognition of the subject in academia and the public in general. In addition, a trend of publishing practitioners’ guidelines on green procurement by various institutions such as the European Commission, ICLEI, and many other national governments is also noticeable. All these have led to an increase in the body of knowledge on green procurement, a specific area under public procurement.
The appetite for research in this field is ever growing. As a result, some institutions have launched a dedicated project for promoting transdisciplinary research in different areas encompassing sustainable procurement. For example, Arizona State University has launched the “Sustainable Purchasing Research Initiative (SPRI).”21 SPRI is a cross-university collaboration between researchers from different fields to advance knowledge about sustainable purchasing globally. SPRI is leading a study on sustainable purchasing policies and practices at the municipal level, spreading across the USA, Australia, Italy, Japan, and Mexico. Not to be left behind, nineteen public organizations have formed a consortium, Sapiens Network, in Europe under funding from the European Union's Horizon 2020 research and innovation program to take academic research in sustainability in procurement in their economic and political contexts. In March 2021, they invited applications for 15 research projects in varied areas such as trade impacts, circular economy, infrastructure, in the context of sustainable procurement.22 These initiatives will encourage more researchers to study public procurement in all-embracing details and make sustainable procurement their core research discipline. The research initiatives are going beyond universities campuses, and industry-driven research is taking place in specific areas of their interest. For example, Sustainable Built Environment National Research Centre Australia23 has been examining the role of stakeholders in transforming industry practices to improve sustainability outcomes in the built environment and infrastructure in Australia.
Paul Milgrom and Robert Wilson were conferred Nobel Prize 2020 in Economics to design new auction formats for goods and services that are difficult to sell traditionally. Nobel in the field of procurement will help galvanize the procurement profession, and it is hoped that many more researchers will follow in their footsteps. Governments also need to boost funding to promote contemporary research in this rather important area of financial management likely to have many spillover benefits. A recognition of the need to use research in public procurement for achieving strategic national objectives has brought more attention to the subject and highlighted a pressing need for professionalization in this domain. It is only when the procurement function is truly professionalized that procurers will find hidden opportunities to integrate sustainability at different stages of the procurement cycle to maximize the sustainability outcome of procurement decisions. Notwithstanding impressive progress during recent decades, much needs to be done to realize the full potential of public procurement as a strategic tool for achieving broader national and global goals.
2.12 Summary
Public procurement aims to award timely and cost-effective contracts to qualified contractors, suppliers, and service providers to provide works, goods, and services to support government and public services operations by principles and procedures. It has origin in the pre-BC era when it was closely associated with the royal dispensations and played an essential role in the state's financial management and governance. However, the closer association with the seat of power, incidences of corruption, discrimination in the award of contracts, and poor service delivery to citizens dented its image. It prevented it from emerging as a modern academic discipline during the Enlightenment period when all other disciplines ranging from natural science to philosophy and economics were taking roots. World Wars I and II raised the profile of profession due to the significant role played by procurement professionals in arranging materials for war efforts, but the accustomed perception of procurement as a backroom activity continued. The post-World War II period witnessed an increase in the number of trained procurement professionals, leading to refinement in procurement techniques and better delivery of procurement outcomes.
The real change in the profession started to happen in the 1990s when stakeholders in developed and emerging economies raised concerns about efficiency, fairness, and equity in public procurement and demanded transparency in the procurement process to end the incidence of corruption in the award and execution of public contracts. In response to the citizen demands and opportunity to save public money, governments, bilateral and multilateral banks started implementing reforms in the public procurement framework worldwide. They diligently carried out reforms to make the procurement system fit for purpose, transparent, accountable, and less prone to corruption and mismanagement. As a result, many governments implemented e-procurement and e-tendering, intending to eliminate the opportunity for corruption by enhancing transparency in the procurement process. These reforms helped reduce the citizens’ trust deficit in governments and galvanize the role of public procurement as a core function of public administration and governance and the need to professionalize procurement functions.
While reforms were happening in the practitioners’ led public procurement, academia was also doing their bit by increasing the body of knowledge rooted in academic research to make it emerge as a true profession. Though many thinkers during the Enlightenment period have explored concepts of public procurement such as competitive bidding, principle and agents, transaction costs, and contracting, the current body of knowledge overwhelmingly comes from practitioners (Klay 2015). However, things have started looking up in recent times, as seen from several original pieces of research published in journals. Many researchers have taken a keen interest in the strategic use of public procurement, and some universities have started dedicated research projects to promote interdisciplinary research in sustainable procurement. These developments augur well for the emergence of public procurement as an independent professional discipline in the coming years.
The demise of the Shareholder Theory and mainstreaming of the Stakeholders Theory in the business world is expected to change corporates’ core beliefs on environmental and social sustainability. Today, a very few business leaders recognize sustainability as their core strategy to improve business processes, pursue growth, and add value to their business. But the trend shows a positive movement. In addition, stringent regulations and citizens’ demand for a drastic increase in transparency regarding sustainability have led to an increased focus on environmental and social sustainability hot spots in the supply chain and incorporating them into their long-term strategy. These changes were not limited to the business world, and this thinking was found in various international conferences such as the United Nations Conference on Environment and Development (UNCED), 1992. The deliberations held at the conference brought into focus the role of consumers in preventing damage to the environment resulting from unsustainable consumption and production patterns. As the most significant consumer, they asked governments to exercise leadership through purchasing and reorient their purchase policy to reduce environmental impacts.
Since then, the role of public procurement has undergone a significant transformation: from being purely a cost-cutting tool, public procurement has become a strategic tool for achieving broader sustainable development objectives, transforming markets, improving efficiency, and triggering innovation. The case for use of public procurement for achieving broader objectives is well-established at policy level. As a result, it is globally recognized as a versatile core public sector function of government: it improves services and resource efficiency, enhances integrity and transparency, and protects communities and the environment.
The concept of leveraging public procurement for achieving horizontal policy objectives has a long history. While at international level there is notable momentum to shift procurement regulation towards a broader policy agenda, many countries are yet to catch-up in facilitating public procurement initiatives for development (De Schutter et al. 2021). Notwithstanding challenges, sustainable procurement policy and practices have spread to different corners of the world in recent decades. Its inclusion as one of the SDG targets has put to rest all concerns regarding sustainable procurement as a strategic tool for achieving broader development objectives. This development has changed the conversations; the debate is no longer about using SPP policy but rather about applying it for achieving broader national objectives.
The primary reason for the change in stakeholders’ perception about public procurement emanates from its greater focus on what constitutes “Value for Money.” The pursuit of “Value for Money” in decisions has enabled public procurement to emerge as one of the best options to integrate sustainability with economic growth and welfare. Since the best “Value for Money” principle looks at the issue from the point of view of benefits to society, inserting environmental or social considerations in public procurement is a way for an organization to purchase goods or services that it should. For example, governments should be spending money to provide social security to the unemployed. The advantage of using procurement procedure is that it allows the contracting authority to benefit from lower prices resulting from a competitive award procedure. Therefore, they might find it more convenient to do so through a public procurement procedure. Thus, sustainable procurement leverages the market economy principle—competition and innovation—to take advantage of the market potential of providing sustainable solutions to transform the market and achieve broader public goals.
There exists a compelling rationale for adopting sustainable procurement policy in both the public and private sectors. However, the concept has not many takers in the Global South. They think that integration of sustainability concerns in purchasing decisions compromises the goal of economic efficiency and results in higher cost of procurement. The political and business leaders and stakeholders in the Global South are not thoroughly impressed by claims made by SPP advocates. Therefore, the onus lies on the procurement and sustainability community to demonstrate benefits (GHG emission reduction, the number of employments generated, liters of water saved, area of forest saved, a skill developed, etc.) that the general public and their political leaders can relate to and appreciate. Demonstrating such benefits can inform them that sacrificing cost-efficiency in the short run has long-term benefits, both in terms of procurement outcomes and overall economic, governance, social, and environmental impacts (World Bank 2021). Political leaders privately concede that this would be the right path but wish to play it safe until citizens are willing to spend a premium for sustainable choices.
The entire concept of SPP is grounded in VfM considerations to reflect broader national policy imperatives. It relies on having transparent, verifiable, justifiable, and ambitious environmental and social criteria for products, works, and services in the public procurement process, based on a life cycle approach and scientific evidence. Achieving different objectives, such as environmental, social, and economic, through procurement processes requires a trade-off among them; it is not as easy in actual practice. In the absence of expertise in these issues, navigating this process could become a headache even for a seasoned procurement professional. The challenges do not end here. Policymakers and procurement leadership, sometimes due to their lack of appreciation for sustainability, discard it as an excessively theoretical concept that cannot be applied in purchasing decisions. Instead, they need to be reminded that any concept needs to have theoretical underpinning; the best of current practices were also theoretical ideas before someone thought to implement them in practice. Having policies in place, leadership commitment, and the rest are important, but having a well-trained procurement leader to articulate the importance of SPP implementation is critical at the beginning of the SPP journey.
Finally, as a strategic tool for achieving sustainability goals, public procurement has gathered pace recently due to the COVID-19 pandemic and looming threat of the global climate emergency. Procurement leaders need to lead executing changes to prioritize sustainability in their procurement activities. They can do the best job possible by instilling in their team a culture that makes considering sustainability in decision-making second nature. They should also demonstrate the use of procurement to support national responses to the global climate emergency and other national goals. The ability to enhance sustainability outcomes of procurement decisions is poised to emerge as the most sought-after skill for the career enhancement of procurement professionals. They need to adopt a sustainability mindset in every purchasing decisions. With up to 90 percent of environmental, social, and governance (ESG) risks originating from the supply chain, procurement function, once a back-office job, has become pivotal to achieving sustainability (Accenture 2022). Policymakers may choose to delay SPP policy development and implementation but can only put it off for so long; the profile of SPP as a strategic policy instrument has now grown too large to be disregarded. Public procurement as a discipline is on an upward trajectory from here on out.
Appendix 1
Applying MEAT Methodology in Practice
Contracting authorities use the MEAT principle for determining optimum combinations of price and quality criteria in tenders to reach the best VfM. Usually, the process begins during the planning stage by allocating weightage to quality and price/cost to arrive at the best VfM. The weightage assigned to quality is subject to the contracting authority's desired outcome and can range from 80 to 50%. The weightage assigned to quality and price put together always makes 100%. In order to ensure transparency, the contracting authority must disclose weighting allocated to each criterion in the tender documents itself and keep it consistent after tender opening.
The next task for the contracting authority is to divide quality criteria into sub-criteria. This could be, for instance, technical merits (ergonomics, durability, technical support, spare parts, social, environmental, and innovative characteristics), functional characteristics (suppliers’ competence, references, guarantee, quality management, product or service concept, and suitability to use), after-sales service, technical assistance, and delivery conditions (delivery date and delivery process). Similarly, price/cost can be further assessed as Total Cost of Ownership (TCO) or life cycle costing (LCC) or initial price. For example, in the case of a product, the sub-criteria of technical merits may include sustainability criteria such as noise reduction, reduction of energy, GHG emission reduction, circularity, sustainable use of materials, recycled content, water reduction, etc. However, objectively assigning points to such quality criteria could be challenging for contract authority; scoring methodology must be decided in advance. For non-quantifiable criteria, scoring may have a gradual approach, as shown below in Table 2.2 In fact, such methodology is not new to MEAT but has been in Quality and Cost-Based Selection (QCBS) for consultants.Table 2.2Scoring methodology for non-quantifiable criteria


	Score
	Marking parameters

	0
	Unacceptable. Gross violation of law of country

	1
	Poor, the offer does not meet the minimum prescribed standard

	2
	Satisfactory, the offer meets the minimum prescribed standard

	3
	Good, the offer surpasses the minimum standard

	4
	Excellent, the offer has many additional sustainability features after surpassing the minimum standard by a big margin




Once the sub-criteria are decided, the next step is to assign them relative weightage. The relative weightage could be divided equally among the chosen quality criteria or could be assigned in a graded manner if certain criteria are considered more important in achieving project goals than others. For example, consider G1, G2, G3, and G4 are four goals of the project in decreasing order of priority, and relative weightage assigned to them are w1, w2, w3, and w4, respectively. The order of weightage assigned to the corresponding quality criteria shall be w1 > w2 > w3 > w4. The contracting authority assigns higher weightage to achieve the primary outcome of the procurement, i.e., achieving goal G1.
Quality index and a price typically have different units of measurement; therefore, one may wonder how these could be combined to give a single score. In order to address this inconsistency, the contracting authority needs to assign points to both monetary and non-monetary sub-criteria, including quality criteria that may be non-quantifiable. A scoring rule harmonizes the quality index and price/cost of offers and allows for their comparison by expressing both of them as pure numbers. The offers are then ranked based on their combined price and quality score; the bid that achieves the highest score is given the order. The process allows vendors to offer better-quality materials for a higher price as the purchaser is willing to trade a “monetary score” against a unit of a “non-monetary score” at any value of the two scores. As every procurement is different, a regulatory authority may find it challenging to prescribe standard scoring rules and calculation methods to be followed by procuring officials. Therefore, instead of prescribing standard scoring rules, the regulatory authority should prescribe principles for scoring and focus on transparency in the procurement process; they should be willing to accept a certain amount of ambiguity for the sake of VfM.24

It is prudent to start integrating horizontal objectives gradually by assigning a small weightage (say 10%) to sustainability objectives in award criteria. By assigning small weightage, they can encourage suppliers to progressively move towards a more sustainable agenda. For this reason, the MEAT principle is used as a principal tool in implementing sustainable procurement of products, works, and services.
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3.1 Introduction
Chapter 2 discussed the evolution of public procurement as a profession and its growing traction among policymakers, academicians, and practitioners for achieving secondary objectives. Over the last two decades, sustainable procurement has emerged as a multi-faceted tool to address diverse concerns, such as protection and preservation of environment and biodiversity, minimization of energy, resource and water use, safeguards health and safety of workers, and promotion of local industries. It dwelled on how the better understanding of the science behind national and transnational challenges has provided a fillip to sustainable procurement practices in different parts of the world. Additionally, the chapter discussed various motivations for businesses and governments to adopt sustainable procurement policies in their organizational and national policies.
This chapter takes forward the conversations on sustainable procurement and, as the name suggests, looks at the current footprint of sustainable procurement at local, national, and regional levels. Admittedly, this chapter focuses on SPP policy, practices, and tools prevalent in European countries and China; other parts of the world are discussed intermittently. It is because Europe has been a pioneer in adopting SPP policy and practices. As for China, as discussed in Chapter 1, it gives an Asian context, in terms of size, diversity, geography, and developmental challenges, for the discussion about India in the following chapters. Therefore, learning from SPP experiences in these countries has more relevance for India than experiences in many other parts of the world.
The idea is to dive deeper into sustainable procurement policies and practices in different countries and regions, understand legal and institutional frameworks, the role of international institutions in spreading SPP policy and practices, and identify broad trends in mainstreaming sustainability in the procurement process. It is believed that countries that have not started their SPP journey or are low on the SPP maturity curve can draw valuable learning from experiences in other countries. The chapter highlights the importance of national context and aims to inform and guide policymakers in choosing a practical approach for SPP implementation depending on their national context. Choosing a hands-on approach is especially relevant as the success of a program would depend on whether procurement practitioners can take sustainability principles into account while designing and executing procurement functions and, therefore, lead the change within their organizations. In addition, it highlights the critical role of measuring and communicating benefits to stakeholders to accelerate SPP policy and practices. Finally, the chapter ends with a discussion on the need to change the narrative on sustainable procurement to bring economic, environmental, and social benefits in totality rather than solely as a tool to bring down the long-term economic costs.
3.2 Global Footprints of Sustainable Public Procurement on World Map
As was discussed earlier, interest in the SPP policy has been growing in countries around the world. SPP has undoubtedly progressed from merely a theoretical concept to practical reality in many parts of the world. However, the level of progress in these countries varies. Some have embedded SPP policy in their legislative frameworks in alignment with their broader policy objectives, such as sustainable development and climate change. Some are trying to adopt best practices on SPP and scale up their implementation. Others are sitting on the fence watching from a distance. Yet, others are just not concerned. Understanding progress made by different countries and regions in adopting SPP in terms of policy, tools, and implementation experiences can enrich our knowledge and guide others in taking the next step. This section attempts to arrive at a snapshot of the global SPP footprint based on reports brought out by various organizations on sustainable procurement implementation since 2000. These reports were specially chosen as their geographical scope of the study was at least one continent, if not the entire world. Though some reports are named global review, their name is misleading because they are not global review in a true sense as we would discover in later sections.
Notwithstanding this shortcoming, these reports are very informative and provide excellent details on several issues such as legal framework on sustainable procurement, challenges in implementing sustainable procurement, type of prioritized products and services. Therefore, it is worthwhile to discuss salient features of these reports to arrive at a shared understanding of the spread of the SPP program. The reports have been discussed in chronological order, first focusing on the study having global scope followed by regional scope.
3.2.1 IISD, State of Play in Sustainable Public Procurement 2007
International Institute for Sustainable Development (IISD) and The Energy and Resource Institute (TERI) made the first attempt to understand the progress of SPP at the global level in 2007 (Perera et al. 2007). Their research revealed many valuable insights about the state of SPP in the world, and they came up with recommendations for facilitating SPP in emerging and developing economies. The important highlights of the report are:
.	Most OECD countries had SPP programs at the national level. In addition, most emerging economies such as Brazil, China, and India have developed legal frameworks on SPP. However, no SPP program at the national level was present in developing countries. By contrast, the report found many examples of SPP projects at the local level in developing countries.

	Having a legal framework on SPP, which most developing countries lacked, is a prerequisite for implementation.

	A gradual shift in focus is seen from raising awareness and developing tools to suit their local context to performance-based objectives in most SPP national programs.

	SPP programs that have a strong linkage with national ecolabel (still a reality today) facilitate decision-making by procurers.





Based on these observations, one of the critical recommendations in the report was moving away from the conventional understanding of the best VfM to considering the best VfM across the project/product life cycle. However, achieving this practice requires capacity building of procurers in using life cycle costing tools for monetizing externalities and demonstrating cost-saving potential as a result of embedding sustainability concerns in purchasing decisions. As we will see later in the chapter, this remains one of the significant hurdles in SPP implementation even today.
In the OECD, out of 38 countries only 10 countries, namely the USA, Canada, Chile, Japan, South Korea, Australia, Israel, New Zealand, and Mexico are outside the European Union; remaining all other countries are part of the European Union. As discussed earlier, most EU member countries enacted legislation on green procurement on the pattern of the EU Directives 2004/17/CE and 2004/18/CE. The remaining OECD members are also industrialized nations. Therefore, as per the report, most industrialized countries have developed a legal framework for SPP. However, conclusions regarding emerging economies like Brazil, China, and India appear far from the truth. For example, Brazil brought regulation on the environmental sustainability criteria in the procurement process through the Federal Public Administration only in 2010 (UNEP 2017). Another Decree No 7746 on establishing criteria, practices, and guidelines for promoting national sustainable development in contracts by the Federal Public Administration came in 2012 (Govt of Brazil 2012). India does not have any legal framework yet; it only has an administrative framework on public procurement, i.e., General Financial Rule (GFR), Manual for Procurement of Goods, Manual for Procurement of Services, and Manual for Procurement of works. In 2017, when the new Manual for Procurement of Goods was revised, some provisions to integrate sustainability criteria in public procurement were introduced (more discussion in the next chapter). Nevertheless, the IISD report is noteworthy because it provided insights for the first time on what was happening on SPP in different geographical regions in 2007.
3.2.2 UNEP Sustainable Public Procurement: A Global Review 2013
Following the attempt by IISD to map global SPP practices, UNEP came out with its first global review of SPP titled “Sustainable Public Procurement: A Global Review” in 2013. As we will see later in the chapter, UNEP has been active in this area since the World Summit on Sustainable Development, Johannesburg, held in 2002 through the Swiss-led Marrakech Task Force on Sustainable Public Procurement (MTF on SPP). Furthermore, during the Rio + 20 conference held in 2012, UNEP and its partners launched a Sustainable Public Procurement Initiative (SPPI) to fast-track global transition to a green economy by harnessing the power of procurement of public entities at national and local levels. Thus, the report could be seen as emblematic of UNEP coming out of the shadows and taking formal responsibility to advance SPP implementation in member countries.
UNEP's report was very informative on the extent of SPP's spread at the global level: 56 (43 + 13) countries adopted an SPP/GPP policy, and several others were in the process of developing/adopting policies (Fig. 3.1). This result was arrived at based on the participation of countries in the survey conducted by UNEP; therefore, it cannot be termed a global review. The report noted that different countries have taken diverse pathways to approach SPP implementation (legislative/administrative) depending on their motivations and national contexts. The report cautioned that actual implementation requires much more than SPP policy, regulatory framework, and guidelines. Tools need to be developed in consultation with procurement practitioners to accelerate SPP implementation. Among different tools, having credible standards and ecolabels to set green/sustainability criteria and verify what constitutes green, plays a vital role in implementation. The five most common categories for which countries had developed standard criteria were construction, copying papers, cleaning products, transportation, and energy. Countries primarily focused on two environmental themes, namely GHG emission and waste, in their SPP program.[image: ]
Fig. 3.1Geographical spread of SPP in countries across the globe (UNEP 2013)


Most countries found monitoring the progress of SPP implementation challenging because of the lack of a good infrastructure for collecting and tracking procurement data. The report identified national legislative SPP framework, strong political and organizational leadership, and policy commitment as the three most important drivers for SPP implementations. On the other hand, it identified the three top barriers hampering SPP implementation namely a perception that sustainable products are expensive, lack of information and knowledge about SPP, and lack of technical capacity of procurers on sustainability issues. It further elaborated that barriers are context-specific; therefore, governments should focus only on barriers specific to their region and relevant to their stakeholders. The report acknowledged the considerable variation in understanding and implementation of SPP policy. It emphasized the need to develop recognized principles, methodology for assessing benefits of SPP, and indicators to monitor and evaluate SPP/GPP activities.
By 2013, SPP footprints had moved beyond OECD countries to other parts of the world and became a sweeping phenomenon despite a fair degree of muddles about the concept. It was good progress in the aftermath of the global financial meltdown in 2008 and significant hardships faced by nations. The global meltdown led to an enhanced clamor for transparency and disclosure on a firm's environmental performance and encouraged organizations to identify, quantify, and take measures to mitigate environmental risks. Many countries adopted the SPP policy in response to an increased outcry for transparency in sustainability in supply chain. They turned climate and environmental challenges into opportunities across all policy areas, including SPP, to make their economy sustainable.
3.2.3 UNEP Global Review of Sustainable Public Procurement, 2017
In its second review of SPP and practices, UNEP came out with “Global Review of Sustainable Public Procurement” in 2017. One must note that this report came after the adoption of SDGs by Member States; the efficacy of SPP as a strategic tool to support countries in achieving broader national objectives had been well established by then.
The outcome of the review process is based on responses given by national governments in 41 countries, out of 56 countries included during the 2013 review. The review is, thus, more about understanding the depth of SPP implementation in these countries rather than the length and breadth of SPP implementation across the globe. Furthermore, the report noted that the problem with such a review is that the survey participants have already witnessed SPP policy implementation in their countries. As a result, they may suffer from “self-selection” bias: a lack of fresh ideas unbiased from past associations with SPP. Nevertheless, the results and recommendations of this report are pretty valuable for understanding the progress of SPP implementation since the last report in 2013. Some of the important insights brought by the report are given below.	a.
There is a broader acceptance that SPP is not about the environment alone but involves balancing all three dimensions, viz., environment, social, and economics, in purchasing decisions. However, while countries adopt wide varieties in SPP policy, environmental issues still dominate SPP policy. Energy, resource efficiency, and climate change remain the topmost focus of SPP programs in most countries, as in 2013. Among socio-economic issues, diversity and equality have grown in prominence since 2013.

 

	b.
Inability to measure tangible benefits of SPP is a recurring theme in studies of sustainable procurement even today; arguably, it is one of the biggest hurdles for the future progress of SPP in developing and emerging countries. Governments struggle to measure, quantify, and communicate benefits due to their inability to translate sustainability benefits into conventional financial reporting mechanisms. In turn, sustainable products are perceived as costlier; such perception continues to be the most cited barrier for SPP implementation. The report is quite upfront and acknowledged that the initial price of certain greener products is, in fact, higher as compared to conventional products. The SPP community needs to arrive at an agreed-upon methodology and indicators to assess unquantifiable sustainability benefits and communicate them to stakeholders. The report indicates that the development of life cycle methodologies and professionalization of procurement functions would be vital for bringing this change.

 

	c.
SPP legislative framework, strong political and organizational leadership, and commitment are the three top most drivers for SPP implementation. Most countries have top-driven SPP programs; this is understandable as SPP is all about using the “power of procurement” to influence change in sustainability practices of economic operators through strong signals to the market. Therefore, the bottom-up approach would take much longer as economic operators would get a diffused signal necessitating a change in their sustainability practices. For this reason, at best, sustainability champions could bring a policy option before organizational leadership for achieving broader organizational goals. After that, the leadership has to take ownership of SPP policy, integrate it with other policies, and develop an action plan to make meaningful progress.

 

	d.
The monitoring of SPP continues to be a challenge; it is often limited to measuring process indicators, such as the number of tenders with sustainability criteria and the value of procurement with sustainability criteria. Very few countries monitor tangible benefits, such as energy-saving, GHG emission reduction, no of employment, poverty reduction, local economic development. Only Finland and the USA have impact-reduction goals on their SPP program's energy, water, and waste efficiency. Such shortcoming leads to errors in recognizing the extent of the spread of SPP. This author has accessed Nationally Determined Contributions (NDCs) submitted by OECD countries (available on the UNFCCC website) to achieve Paris Climate Change commitments. Surprisingly, none of the countries have mentioned public procurement as a strategy to achieve their NDC. On the contrary, governments worldwide have used public procurement to buy energy-efficient equipment, resulting in a reduction of millions of tons of GHG emissions. In India alone, under the UJALA program, which aimed at replacing the conventional bulb with an LED, the total CO2 emission is expected to come down by 3.86 million tons per year.1 The most important reason for such a miss is of course the absence of a Measurement, Reporting, and Verification (MRV) system for SPP.
The exclusion of SPP from instruments credited for achieving NDCs has other implications too. Though in most countries, ministries dealing with Environment and/or Finance/Public Procurement have been at the forefront of espousing the cause for adoption of SPP and leading its implementation, at the national level, their contributions to mitigating climate change seem irrelevant to country leadership. Public procurement leadership in many parts of the world has somehow failed to market itself as a credible instrument to drive the economy on a low carbon path. In such a situation, expecting political leadership support for scaling up SPP at national and sub-national levels in a country remains a challenge.

 

	e.
According to the report, the top three categories of products, services, and works, identified based on their relevance in terms of expenditure by the national government and sustainability impacts, are office IT, office paper and stationery, and vehicles. However, if one pays attention to significant spending categories of any government, these products are neither the top three spend categories nor the top three impact categories. Therefore, the most probable reason for not selecting prioritized products category based on spend and sustainability impacts could be that countries do not yet have data on sustainability impacts of their procurement. In the absence of data, most governments are choosing product groups based on criteria, such as policy commitment, the existence of ecolabel, standards, and market readiness to supply products at a low-cost premium.

 

	f.
The lack of expertise in sustainable procurement implementation is a significant barrier as few contracting authorities have extensive experience integrating policy objectives within their procurement practice. One of the reasons for the lack of interest on the part of procurement professionals to take the lead in SPP is that achieving strategic procurement objectives adds an extra layer of complexity to procurement procedures. Such complexity may arise from the need to monitor suppliers’ compliance with environmental and social criteria and the need for specific expertise in dealing with these requirements. Usually, procurement professionals are not endowed with the training necessary for such expertise; they may need the help of sustainability professionals to decipher the content of offers and judge accordingly. In addition, incorrect interpretation of sustainability clauses may make procurement procedures riskier. Thus, they become dependent on others for decisions that they could previously take on their own.
Take, for instance, the integration of broader objectives in the procurement process. In order to achieve desired procurement outcomes, procurement professionals require a sound understanding of the issues at hand. Once the demand for products is received, it is well within the ambit of the procurement department to identify opportunities to integrate sustainability criteria at different stages of the procurement cycle (Fig. 3.2) to influence procurement outcomes. However, when they cannot comprehend the full impacts of products, works, and services on the environment and society, their ability to influence and contribute positively to enhance sustainability outcomes drastically gets reduced. Furthermore, the more additional sustainability criteria are considered in the invitation for tenders, the more time consumed in the selection and award processes, affecting the procurement cycle and availability. All this put together hinders uptake of sustainability criteria in the public procurement process.[image: ]
Fig. 3.2Different stages of procurement cycle



 





The next UNEP's SPP global review and SPP Fact Sheet are expected in 2022. It would be good to see the progress made by participating countries in the intervening period. Unfortunately, the earlier studies have not attempted to map SPP practices across the globe. In the absence of such studies, it is difficult to fairly estimate the current spread of SPP policy across the length and breadth of the globe. Hopefully, UNEP, in its next edition, will attend to this anomaly and will undertake a review of SPP policies and practices in all countries and not just a handful of countries where SPP has already taken roots and is flourishing. Such a study would bring a new perspective, currently unknown to the world, on measures taken by small and developing countries to balance three dimensions of sustainability through procurement.
3.2.4 Green Public Procurement in the Asia Pacific Region: Challenges and Opportunities for Green Growth and Trade (2013)
The report found a wide variation in policy, tools, level of maturity, and environmental criteria among APEC economics. The variation in approach undertaken by countries is perfectly acceptable considering that the sustainable procurement concept itself is dynamic and evolving, offering immense possibilities. Variance in SPP policy and implementation approach signifies the fertility of ideas regarding applying SPP concepts to achieve broader national objectives. Expecting every country to follow the same SPP practices is almost impossible as each country has different economic and developmental needs. Developing countries have a bouquet of SPP policy choices at their disposal for beginning their journey on SPP. They can select one that fits them or blend different policy options to best suit their national context. As countries move on the SPP learning curve, they will understand the pros and cons of different approaches and tweak their policy to adopt appropriate international practices in their national context.
3.3 SPP Policies and Practices in the European Union
There is no royal road or a model way to effectively integrate other policy objectives into procurement policy and practice.—Kahlenborn, Walter MD, Adelphi Germany (Walter et al. 2011)



As discussed earlier in Chapter 2, European countries have been at the forefront in adopting green procurement policies and practices in the world. Most of the innovative practices in this field could be traced back to some countries in Europe. As we will see in the paragraphs below, Green-7 (Austria, Denmark, Finland, Germany, Netherlands, Sweden, and the UK) in Europe have attained a high level of maturity in GPP implementation and therefore can act as a role model for developing countries, including India. They have been the most vocal advocates of GPP implementation globally and influenced the policy of multilateral organizations, including UNEP. Therefore, studying the footprints of GPP policy and practices in Europe provides an excellent opportunity to understand the dynamics of sustainable procurement implementation in these countries.
The EU countries have been actively engaged in Green Public Procurement (GPP) since the issue of EU Directives on public procurement in 2004. The EC (2008) has defined GPP as,a process whereby public authorities seek to procure goods, services and works with a reduced environmental impact throughout their life cycle when compared to goods, services and works with the same primary function that would otherwise be procured.



Initially, the focus of the directives was only on the environmental aspects of the goods, services, and works. However, in 2008, the European Commission committed to further strengthen GPP under the Action Plan on Sustainable Consumption and Production and Sustainable Industrial Policy (SCP/SIP). The same year, the European Commission (EC) came up with a report titled “Procurement for a Better Environment” with the aim to leverage GPP to stimulate innovation in environmental technologies, products, and services (EC 2008). Subsequently, several communications and strategy documents, such as SCP/SIP Action Plan, Resource Efficient Europe, EU 2020 Strategy, Circular Economy Action Plan, and Green Deal, have endorsed GPP as strategic tools to achieve various sustainability goals. The persistent prominence of GPP in strategic policy documents has helped lay a strong foundation for GPP implementation in all across EU Member States.
It was much later in 2011, the European Commission came up with a new guide, “Buying social - a Guide to taking account of social considerations in public procurement,” to help public entities purchase goods and services in a socially responsible way in line with EU rules. It gave a long list of criteria, including employment opportunities, decent work, compliance with social and labor rights, social inclusion, equal opportunities, accessibility, etc., for inclusion in public tenders. Hence, although the term GPP remains in currency in EU countries, it does advocate for the inclusion of social considerations along with environmental and economic considerations in public procurement. Further, in 2019, the EC organized workshops in 15 countries to raise awareness of socially responsible public procurement and has published several case studies on the same. The European Commission has come up with a revised guidance in June 2021 for contracting authorities giving concrete suggestions and examples covering ways to integrate social values in the whole procurement process (EC 2021).
GPP legal framework in most EU Member States is a voluntary instrument, meaning it is non-binding. The exceptions are the Energy Star Regulation, Clean Vehicles Directive, Energy Performance of Buildings Directive, and Energy Efficiency Directive. They set mandatory procurement requirements for Member States, as detailed in Table 3.1.Table 3.1Mandatory procurement directives in European Union


	SN
	Regulation/directive
	Applicability

	1
	The Energy Star Regulation (Regulation No. 106/2008)
	To meet the minimum energy requirement for the purchase of IT equipment

	2
	The Clean Vehicles Directive (2009/33/EC)
	To include consideration of energy and the environmental impact of vehicles

	3
	The Energy Performance of Buildings Directive (2010/31/EU)
	To set national goals to improve energy efficiency in Member States

	4
	Energy Efficiency Directive (2012/27/EU)
	To set a mandatory requirement for the renovation of public buildings; and renting of new buildings




The EC developed a common EU GPP criteria for ten products and services in 2008. These criteria provide a common framework on how to enhance sustainability while purchasing the targeted products and services categories and give a non-binding level of ambition to the Member States. The criteria have four parts—technical specification, selection, award criteria, and contract performance clauses—for easy integration in tender documents. The criteria are designed to be inserted into tender documents and provide information on verifying them. In addition, the EU GPP criteria give flexibility to contracting authorities to integrate Core or Comprehensive criteria for products and services. While the Core criteria are aimed at the easy application of GPP by contracting authorities, Comprehensive criteria are aimed at a higher level of environmental performance for use by authorities that want to travel extra miles in supporting environmental goals and innovation.2 The EC updated the list to seventeen products and services in 2018, and currently EC has more than 20 common GPP criteria. In a communication in 2008, the EC set a target to achieve 50% uptake of “Core” GPP criteria by 2010. However, different Member States have set higher target and sometimes have product categories not entirely matching with those identified by EC. For instance, France, Netherlands, Poland have not limited themselves to product groups identified by the EC and have developed criteria for an additional 30, 52, and 25 product groups, respectively. Walter et al. (2011) have observed that though Member States have adopted common product groups identified by the EC, definitions of particular product groups differ significantly among the Member States. Here, one must note that the target relates only to the identified products and services for which the EC has developed common criteria. Therefore, one must be careful while concluding the level of progress of GPP in EU countries; it is only in the context of selected groups of products and services for which common criteria have been developed.
The EC has commissioned independent studies in the past to get an authoritative and comprehensive review of the adoption of environmental and social considerations in Member States. The objective might have been to provide the basis for reviewing existing policies and making a regulatory overhaul. However, these reports gave insights into the effort made by Member States to integrate sustainability into the procurement process. In addition, the reports’ findings are also significant in understanding drivers for implementing GPP practices in these countries. The following paras discuss these studies in chronological order to get a fair idea of how these countries have progressed.
3.3.1 Collection of Statistical Information on Green Public Procurement in the EU 2009
PwC et al. (2009) carried out the first study to examine the extent of GPP criteria used in member countries in 2009. However, it was limited to only the so-called Green-7 nations-Austria, Denmark, Finland, Germany, Netherlands, Sweden, and the UK. The study found that Green-7 countries were living up to their reputation and had already achieved an average of 45% GPP of the total procurement value and 55% GPP of the total numbers of contracts. However, the level of GPP practices in these countries varies across the ten product groups. The report also highlighted that local authorities are ahead in integrating environmental criteria compared to their national counterparts.
The study came up with an exciting finding that by focusing on transport and construction core criteria, public purchasers can contribute to reducing CO2 emission and economic cost.	Implementation of GPP policies in the Green-7 led to average CO2 reductions of 25% and average life cycle cost reductions of around 1%.

	The public entities in Green-7 saved an average 1% in around 50% of the tendering procedures in 2006–2007 by using green criteria in tenders.





Significantly, this is in contrast to the general perception that greener products and services are expensive; however, the higher upfront price of the greener product is often compensated by lower operating costs over the product's life. But surprisingly, the level of use of LCC in award criteria in Green-7 is only 13%, and much needs to be done to increase the use of LCC as a preferred choice by contracting authorities in award criteria. The report is salient on whether economic saving was achieved as a result of applying LCC in award criteria or otherwise. 
3.3.2 Strategic Use of Public Procurement in Europe (2011)
This study was done by Adelphi to compile experiences of EU Member States in integrating other policy considerations in procurement policy and practices (Walter et al. 2011). The Adelphi study came up with many fascinating insights on the status of procurement in Europe. It is, therefore, worthwhile to discuss them in some detail for a better understanding of drivers and obstacles for SPP implementation.	The study examined the strategic use of GPP, SRPP, and Innovation policy in EU Member States. It found that despite diverse national approaches to integrating horizontal policy objectives into public procurement, most EU member countries are pursuing environmental sustainability in procurement decisions. More than 20 states adopted the National Action Plan (NAP) on GPP; however, the mere adoption of the policy has not ensured its effectiveness on the ground. NAP has to be complemented by other tools such as awareness and dissemination to facilitate and motivate procurers to actualize NAP. When a contracting authority is aware of the NAP, it is more likely to make space for horizontal policy objectives in its procurement strategy, regulations, procedures, or purchase conditions; thus, GPP policy has higher levels of adoption.

	Most contracting authorities opined that the inclusion of environmental and social criteria in tender conditions increases the complexity of the procurement process. However, contracting authorities in front-running Member States are comfortable with handling such complexity due to better training received as a result of professionalization of procurement functions in those countries.

	Awareness of policy and program and dissemination of information pay dividends in other ways too. Usually, contracting authorities in frontrunner countries, Denmark, the Netherlands, Norway, Sweden, and the UK, do not face many problems getting vendors for tenders with sustainability criteria. For others, the availability of greener products could be a problem in the short run due to an inability on the part of suppliers to meet requirements. On the other hand, due to raising awareness, the market for sustainable products, works, and services matures in the long run. Vendors become accustomed to supplying sustainable products, works, and services after getting clear, coherent, and consistent demands from governmental authorities. It shows that increasing GPP activities of public authorities goes hand in hand with market development for sustainable products, works, and services.

	Choice of procurement procedure impacts the procurement outcome; open tender procedure seems to be the most effective in encouraging the market and delivering the most sustainable procurement outcomes. Compared to environmental policies, integration of social policies in the tender has a more profound impact on procurement outcome. Thus, in practice, the inclusion of the social issues in public procurement puts a contracting authority in a much better position to change the procurement outcome and market’s responses in a strategic way.

	The uptake of a social issue in public procurement generally lags behind consideration of environmental concerns in public procurement. One of the possible reasons flagged in the report is the lack of specific monitoring or reporting systems for monitoring the social outcome of public procurement in the EU.





The report is very forthright that countries that go beyond EU mandated prioritize product groups and invest in institutionalization, create awareness and capacity building of stakeholders, and disseminate information command leadership to embed environmental and social sustainability in purchasing decisions. In addition, they have aligned organizational policies, such as procurement strategy and procedures, to support broad national objectives.
3.3.3 The Uptake of Green Public Procurement in EU 27 (EU 2012)
EU (2012) covered uptake of Green Public Procurement in EU-27 countries. It noted that EU-27 countries had achieved an average of 38% GPP of the total procurement value and 26% GPP of the total amount of contracts against a target of 50% by 2010. The report observed that:	The level of progress across EU-27 nations shows a very fragmented picture. For example, Belgium, Denmark, the Netherlands, and Sweden achieved more than 60% GPP in terms of value and number. On the other hand, twelve countries—Portugal, Ireland, Poland, the Czech Republic, Finland, Slovenia, Hungary, Romania, Bulgaria, Greece, Latvia, and Estonia—showed uptake of GPP below 20%.

	Variation also exists in the uptake of “Core” GPP criteria in EU-27 across product groups. Only one product group, transport, meets the 50% target set at the EU level. Four product groups, namely furniture, textiles, food products and catering services, and construction, have uptake “Core” GPP criteria in EU-27 below 20%.

	Variation in the adoption of different “Core” GPP criteria themselves is also noticeable. Only 17%, 27%, and 23% of public entities at a national, regional, and local level, respectively, used all EU core GPP criteria in their public contracts. Most of the contracting authorities include green requirements while developing technical specifications; only in 10% of cases are green requirements included at the award stage of the procurement cycle.

	Despite advocacy for broader use of LCC/TCO, only a few contracting authorities (6% of cases) use them as award criteria in EU-27.

	On average, the contracting authorities reported difficulty applying green criteria in the tender as 3.06 on the scale of 5, the most difficult.

	In line with earlier findings, regional and local governments are ahead in embedding sustainability components in procurement policy compared to their national counterparts.

	The report has established that uptake of EU Core GPP criteria in a country has direct linkages with the number of years since the adoption of the National Action Plan, the institutionalization of SPP, proactive efforts on capacity building, and availability of guidance materials.

	Monitoring public procurement outcomes has remained weak and comparatively inconsistent throughout Europe, especially concerning the integration of horizontal policy objectives (Walter et al. 2011). However, despite inconsistencies in approaches and levels of reporting, member countries have realized the importance of monitoring GPP implementation.





The report has identified difficulties in monitoring at the EU level due to the variety in adopting product groups by different members, methodology for determining green contract, and the minimal availability of information on GPP in official European and national statistics. A possible solution, hinted at by the correlation drawn between effective monitoring and a successful GPP implementation (Walter et al. 2011), could be adopting a national action plan. A National Action Plan for public entities ensures political support and resource availability for monitoring mechanisms.
3.3.4 Strategic Use of Public Procurement in Promoting Green, Social, and Innovation Policies (EC 2015)
The Director-General of the European Commission commissioned this study to get a comprehensive picture of the current strategic use of GPP, SRPP, and Innovation policy in place in 10 selected countries (Austria, France, Latvia, the Netherlands, Poland, Portugal, Slovakia, Spain, Sweden, and the UK). Many findings of EC (2015) reconfirm the earlier findings of studies undertaken by the European Commission. Even though it had limited scope, it revealed trends in the strategic use of procurement policy in EU Member States. Some of the essential findings of this report are as follows:	Nine out of 10 Member States under study have a National Action Plan (NAP), demonstrating sufficient maturity in GPP implementation. Moreover, it is commendable that most Member States have revisited their NAPs and updated them. The revision of NAP shows strong and continued commitment to the strategic use of public procurement.

	The majority of the Member States have adopted voluntary approaches for GPP, SRPP, and Innovation policy implementation. A few states, notably Netherland, have broadened the scope of GPP from merely buying greener products to include broader sustainability principles, such as social wellness, innovation, and circular economy, in purchasing decisions. There is also an increasing tendency towards harmonizing environmental and social criteria under the same policy framework.

	The study reaffirmed that Member States are increasingly using public procurement to achieve national socio-economic and environmental objectives. GPP (environmental issues) is the most widely used strategic procurement instrument, representing 14% of procurement procedures in number and 25% in value (EUR 64.8 billion). SRPP and PPI represent 17% and 7% procurement procedures in value terms, respectively. Understandably, GPP was the first strategic instrument implemented in the EU and has had more time to mature than SRPP and Innovation policy.

	Some Member States, such as the UK and the Netherlands, have attempted to professionalize and institutionalize strategic procurement functions to reduce the complexity of embedding sustainability criteria in procurement decisions. This feat has been achieved by developing online training, guidance materials, new tools (such as web-based criteria libraries, tools for life cycle costing, scorecards), and providing dedicated support. Such efforts have paid off in higher adoption of GPP as contracting authorities become more confident in applying sustainability criteria at various stages of the procurement cycle.





The report has argued that setting targets for contracting authorities for strategic procurement does not necessarily result in increased implementation of SPP. Instead, making mandatory provisions for strategic procurement (as was the case in Austria, the UK, and the Netherlands) increases uptake. More recently, the European Commission’s Circular Economy Action Plan 2020 supported this point, noting that the voluntary approach to existing GPP criteria has limited impacts. As a result, the Commission has plans to propose minimum mandatory GPP criteria or targets for public procurement in sectoral initiatives and compulsory reporting to monitor the implementation of GPP (EU 2020).
Therefore, the report's key finding is that focusing on the professionalization of procurement function, in general, has positive impacts on contracting authorities adopting sustainability criteria in purchasing. Secondly, a voluntary approach to include sustainability criteria in purchasing decisions may be preferable for starting an SPP program in a country. However, a country needs to switch to a mandatory approach for better sustainability impacts of the SPP program.
The European Commission has not undertaken a comprehensive study on the current status of GPP implementation since 2015. The discontinuation in commissioning a study to take a comprehensive stock of green procurement implementation in the Member States has created a big void. Notwithstanding the discontinuation of study, GPP continues to hog the limelight in the EU's policy spectrum. The new European Green Deal Investment Plan announced by the Commission in 2020 has reiterated the vital role of GPP in securing a climate neutral Europe by 2050 based on the efficient use of resources by moving to a clean and circular economy. The Commission has emphasized that public authorities across Europe will be encouraged to integrate green criteria and use labels in purchasing decisions. The Commission has recorded the importance of capacity building and training of officials engaged in the procurement process and committed to supporting such activities at national and regional levels. It has further recommended contracting authorities to use life cycle costing methodologies wherever possible and has called on all stakeholders to develop such reliable methodologies. In order to ensure the sustainability of large infrastructure projects, the Commission has introduced the “Sustainable Procurement Screening'’ tool that aims to guarantee high environmental and transparency standards throughout the supply and subcontracting chains (EC 2020a). The adoption of the EU Green Deal has, thus, triggered intensive discussions around the role of public procurement and has firmly placed GPP as a crucial mechanism in the tool kit of the policymakers to achieve ambitious EU environmental goals.
3.3.5 Key Take Away from Studies/Reports on GPP in EU
The key findings of these reports have great learnings for the European countries and other countries. They are:	The uptake of GPP program in different countries across the EU remains limited and fragmented. The variation in the adoption of GPP criteria is noticeable not only at a national, regional, and local level but also across product groups. Environmental criteria in a public tender are more common than social criteria. Interestingly, social issues in public procurement give a better strategic lever to contracting authority to influence procurement outcomes and markets.

	Having a Nation Action Plan and developing tools to support its implementation on the ground has been a critical factor leading to variation in the maturity level of SPP implementation in Member States.

	A voluntary approach for using EU GPP criteria by Member States has resulted in limited sustainability impacts. There is a gradual move to make mandatory use of GPP criteria, targets in sectoral legislation, and compulsory reporting to monitor the implementation of GPP.

	Contracting authorities in Member States that have invested in the professionalization of procurement functions are more comfortable dealing with the complexity of embedding sustainability criteria in procurement decisions.

	Monitoring public procurement outcomes concerning the integration of horizontal policy objectives has remained weak and comparatively inconsistent throughout Europe. A possible solution lies in developing a common methodology and making it a part of the National Action Plan of a country.

	Life cycle costing (LCC) has been identified as one of the essential tools to help purchasers consider all costs (including purchase price, operating costs, and end-of-life costs) over the product's lifetime. However, the use of LCC as award criteria is minimal, even in countries with a high maturity level in SPP implementation. It suggests that even countries like the “Green-7” (Austria, Denmark, Finland, Germany, the Netherlands, Sweden, and the UK) in Europe have been unable to scale up the use of LCC in procurement decisions. It highlighted the need for developing a robust LCC methodology for product categories to increase its uses by contracting authorities.





3.3.6 Progress of GPP at Sub-national Levels in Europe
The role of local governments in delivering sustainable and inclusive growth in Europe is widely recognized. Their ever-increasing importance can be gauged from the fact that sub-national governments spend about 70% to 80% of public investment in Europe and over 60% of decisions made at the European level have a direct impact on them (CEMR 2011). As we will see in the paragraphs below, they have translated the EC's Directive on public procurement into projects on the ground while working in collaboration with national governments and European institutions.
Contracting authorities at a local level have excelled in adopting GPP practices as compared to their counterparts at the national level. There are several reasons for the relatively better success of the GPP program at the local level compared to the national level. Firstly, it was municipalities that first articulated the need for sustainability in the procurement process. Consequently, some of the municipalities based in Northern Europe boast extensive experience within the field of sustainable procurement. Many city governments have set ambitious targets for GPP and have achieved them. For example, Rotterdam achieved 100% SPP purchase in 2015, Chobe achieved a target of sustainability criteria in 100% of tenders in 2010, Helsinki has set a target of achieving 100% SPP by 2020, Kolding is on the way to achieve 100% GPP, and many others are excelling in GPP implementation.3 A long tradition of embedding sustainability in purchasing decisions has helped them find solutions for the implementation challenges. Secondly, cities have linked their procurement strategy to the green and sustainable transition of their City. For example, Copenhagen intends to become the first carbon–neutral capital city by 2025. The city government formed a “Team GPP” to ensure that procurement is at the center of all relevant strategies and policies developed to become carbon neutral. The City of Barcelona has made SPP compulsory, with a particular emphasis on the social aspects of SPP. Thirdly, a high level of political support for GPP implementation ensured that the resources and tools required to facilitate sustainable procurement implementation were available to contracting authorities. Fourthly, most local governments in Europe have heavily invested in procurers’ capacity and competency development program to independently deliver projects on the grounds that are good for their citizens’ economy and the life. Finally, a strong network of cities in Europe facilitated collaboration and best practices sharing, leading to the astonishing success of GPP at the municipal level. As we will see later in the chapter, ICLEI has played a pivotal role in the advocacy, development, and adoption of GPP policy and has put a near-perfect support system for city governments to excel in their GPP program. Over the years, such a network of local and regional governments has demonstrated that by interacting, working in collaboration, and exchanging best practices, they are better equipped to address challenges of GPP implementation and pave the way to a better future.
3.3.7 Tools, Resources, and Collaboration for SPP Implementation in the EU
It is now universally acknowledged that environmental and social concerns in procurement decisions add complexity to the procurement process. The degree of complexity depends on how the procurement rules are applied in practice and how the contracting authorities are facilitated by tools, resources, and networking opportunities broadly termed the professionalization of procurement to address these complexities. The Commission has flagged the need to develop a range of innovative tools, including guidelines and best practices, in critical areas to make procurement simple and effective (EC 2017). Walter et al. (2011) have noted that front-running countries like Denmark, the Netherland, Norway, Sweden, and the UK have proactively invested in institutionalization and capacity building efforts to deliver better outcomes for societal and other policy objectives. As we have seen earlier, the uptake of EU GPP criteria in these countries was more than the target of 50% by 2010. On the other hand, in countries that have not invested in professionalization, such as Bulgaria, Cyprus, Slovakia, Malta, uptake was less than 20% (EU 2012). The variation in adoption level shows that the success of the SPP program in a country has a strong correlation with how well a contracting authority is supported by appropriate tools, resources, and information to implement policy directives. This has essential learning because, at a basic level, the national law of all EU members facilitates the integration of sustainability in procurement decisions based on Article 18.2 of the EU Directive 2014/24. The following paragraphs discuss measures taken by different countries to ease the integration of sustainability in decision-making.
Many national governments have invested in developing a dedicated public procurement strategy and sophisticated online tools to facilitate contracting authority navigate the sustainable procurement process. For example, Netherlands has established the Dutch Public Procurement Expertise Center (PIANOo)4 that has compiled sustainable procurement checklists to guide contracting authorities through different stages of the procurement process: from compliance with national law to selecting sustainability clauses in contracts. Germany has developed Sustainability Compass to support contracting authorities in selecting relevant sustainability criteria, labeling schemes, and accessing practical examples from other local municipalities. The Swedish National Public Procurement Agency has developed an online tool for contracting authorities that prompts them to select specific sustainability criteria for a specific product. As corroborated in earlier studies, the efforts to enhance the ease of integrating sustainability criteria in purchasing decisions have helped penetrate SPP in these countries.
The other key strength of SPP in Europe has been the number of networking opportunities to collaborate with peers and learn from experiences at national, regional, and local levels. Established in 1990, International Council for Local Environmental Initiatives (ICLEI) was perhaps the first organization to champion the role of GPP in achieving sustainable urban development in local and regional government. Later, ICLEI launched the PROCURA + Network, a network of procurement professionals at local and regional governments in Europe to facilitate dialogue among SPP, from purchasers to suppliers to policymakers. ICLEI has also constituted the prestigious PROCURA + Awards for sustainable and innovative procurement that generate healthy competition among City and regional governments every year.
Apart from the pan-Europe level, many collaborative efforts at a local, national, and regional level bring together public organizations. Germany has developed Municipality Compass5 that provides examples of tender documents, legal framework criteria, product criteria best practices, and lists of experts. One can use the Best Practices Map to find detailed information on sustainable procurement examples located in a particular municipality. In the UK, the Local Governments Association (LGA) has published the Councilor Guide to Procurement and works on the three categories of spending, namely ICT, Construction, and Energy. In order to further facilitate collaborations among SPP practitioners across the EU, municipalities have formed a regional network for sustainable procurement called SPP Regions to work together on SPP. The network concedes the need to send a strong signal for sustainable products and services to influence the manufacturing practices of vendors. In order to support contracting authorities, the network provides resources, such as publications, case studies, how-to videos, and model tenders.
The Partnership for Green Public Procurement6 in Denmark is an example of collaboration between public agencies at municipal and national levels. It brings together municipalities and federal ministries, such as the Ministry of Environment and Food. The unique feature of this partnership is that it develops specific procurement objectives every year to bring positive change to the environment, locally and globally. The sharing of knowledge and procurement solutions goes side by side. The Ministry has also established the “Forum on Sustainable Procurement” to promote sustainable procurement in both public and private sectors. The Forum builds on the experiences of a former “Panel for Professional Environmentally Conscious Procurement.” Their continuous involvement illustrates a commitment on the part of procurement professionals to embed sustainability in the procurement process and their deep-rooted faith in the power of procurement.
There is also an example of collaboration between two countries. The German Federal Government and the Swiss Procurement Conference of the Federal BKB have joined hands to promote SPP and provide resources and guidance (NAPP 2017). Through the Alliance for Sustainable Procurement and a Competence Centre for Sustainable Procurement, the German government also encourages dialogue between federal, state, and local governments concerning putting sustainably produced goods in high regard during the public procurement process. The European Commission also provides details of some important networks and initiatives on sustainable procurement on its web page.7

Therefore, despite variations in approaches to SPP practices at the ground level, the existence of such networks of contracting authorities signifies common understanding at a strategic level. Furthermore, the formation of such networks has helped build the capacity of procurers to understand the complexity of SPP and implement it on the ground. Practices such as peer-to-peer learning, twinning programs, and exchanging best practices are crucial to the endeavor. However, the most critical impacts of such networks have been their ability to voice concerns in unison to top political leadership and approach the market with clear, coherent, and consistent demands on sustainability issues. Consequently, vendors are also assured of certainty of demands for sustainable products and services across the region, allowing them to invest better for sustainability. Thus, it is clear that there exists broad support for strategic use of procurement in municipalities in Europe.
Additionally, City and regional governments’ thriving existence indicates a certain level of support that these networks enjoy from political leadership. No doubt, the institutionalization of SPP has helped procurers across the European Union in enhancing SPP practices at the ground level. The situation also bodes well for the future as it indicates a deep-rooted commitment of top leadership for SPP implementation.
One must appreciate that sustainable procurement has a history of fewer than 30 years; this is not a long enough period for the field to mature and emerge as a developed discipline. Nevertheless, different stakeholders are trying new things and learning to negotiate within the legal boundaries to deliver sustainable objectives. The European Commission has led the charge on Green Public Procurement by developing tools and resources to assist member countries in GPP implementation (https://​ec.​europa.​eu/​environment/​gpp/​index_​en.​htm).
3.4 Sustainable Public Procurement in China
The People's Republic of China is the world's most populous country and is the third-largest country in terms of geographical size. China has made impressive progress in achieving economic development and is now the upper-middle-income country in the world. In 2019, China spent about 3306.7 billion Yuan (494.4 billion USD) on procuring products, works, and services at the national level, representing approx. 10.0% of China's fiscal expenditure and only 3.3% of GDP during the same year.8 The scale of public procurement for goods, works, and services was 867.0 billion Yuan, 1,500.43 billion Yuan, and 945.56 billion Yuan, respectively, accounting for 26.00%, 45.40%, and 28.60% of the national government procurement scale in the year 2019. The level of expenditure shows that the share of public procurement expenditure as a percentage of GDP in China is small compared to that in OECD countries, which is 12% of gross domestic product (GDP) as per OECD (2015). One of the possible reasons for low public procurement expenditure as a percentage of GDP could be that these statistics may not be considering purchases made by China's large state-owned enterprises (SOEs) and other provincial and City institutions (USCBC 2012). However, it would be fascinating to know why China has such a low percentage of public procurement expenditure as a percentage of GDP, considering that the government commands a significant role in the economy.
China's share in global GDP adjusted for purchasing-power-parity is about 18.69% in 2018, i.e., one-fifth of global GDP (Statista 2021). The share of Central, Provincial, Municipal, and County-level public agencies in the total procurement volume in 2012 was 6%, 19%, 32%, and 43%, respectively (Hu and Yi 2014). The share of public procurement by public agencies at different levels throws an exciting picture. Contrary to the general belief that China has a centralized economy, public procurement appears to be very decentralized. As per the same report, the share of goods, works, and services in the total procurement volume in 2012 was 31.4%, 59.9%, and 8.7%, respectively. The highest expenditure on the procurement of works further suggests that focusing on SPP policy for procurement of works has tremendous potential to benefit the Chinese economy.
3.4.1 Legal Framework for SPP in China
At the national level, the troika of the National Development and Reform Commission (NDRC), the Ministry of Finance, and the Ministry of Environment Protection provide leadership for formulating legal directives, laws, and guidelines for the strategic development of SPP in China (Philipps et al. 2011a). However, Public Procurement Centers (PPCs), which are responsible for managing the actual procurement process for all administrative units, hospitals, and universities, are the main actors for making sense of procurement guidelines issued by the center. Further, they are responsible for implementing the above directives through public procurement plans and prioritizing the procurement of products featuring in the environment-friendly and energy-efficient products list as discussed below.
The Tendering & Bidding Law (TBL) 1999, the Government Procurement Law (GPL) 2003, and the Promotion of Cleaner Production Law 2002 are the legal foundation for public procurement, including implementation of SPP in China. The GPL was further revised in 2015. The scope of GPL is limited to regulating the purchases of goods and services made by central government agencies and their provincial branches above a specific threshold limit. The TBL covers the purchase made by state-owned enterprises (SOEs) and large-scale public works contracts (USCBC 2012).
The Government Procurement Law 2003 encourages public agencies to use public procurement to promote environmentally friendly productions and purchase products that meet the environmental protection standards. Article 16 of the Clean Production Law 2002 stipulates that all public agencies shall give preference in procurement to the products that are environmentally friendly and resource-efficient. This also includes products that conserve energy and water and are recyclable. It further stipulates that the government at all levels should use advocacy and education to encourage private consumers to purchase and use environmentally friendly and resource-efficient products. The provision in the Government Procurement Law is very forthcoming about the use of public procurement for achieving secondary objectives beyond value for money and cost-efficiency. It says,Government procurement shall be conducted in such a manner as to facilitate achievement of the goals designed by State policies for economic and social development, including but not limited to environmental protection, assistance to underdeveloped or ethnic minority areas, and promotion of the growth of small and medium-sized enterprises. (PRC 2002)



China also has the Circular Economy Promotion Law 2009 that stipulates public procurement to promote procurement policy that is advantageous to developing a recycled economy, energy, water, and resource-efficient, and renewable and environment-friendly. These products also have preferential procurement status. Thus, it can be seen that sectoral legislation like the Promotion of Cleaner Production Law and the Circular Economy Promotion Law is very clear about how government procurement should be carried out to achieve objectives set in these legislations. Such interlinkage of procurement law with national development objectives helps to deliver better procurement outcomes.
In 2004, the Ministry of Finance and the National Development and Reform issued Implementation Guidelines for Government Procurement of Energy Saving Products. They released the Public Procurement List of Energy Saving Products. In 2006, the Finance Department and the National Environment Protection Administration (now the Ministry for Environment Protection) issued Implementation Guidelines for Environmental Symbols Products to promote GPP and the first Public Procurement List of Environmental Labeling Products. These two guidelines are the bedrock of GPP implementation in China. The guidelines stipulate that any public agency that relies on government budget shall give preference to Environmental Labeling Products and Energy Saving Products. Philipps et al. (2011a) observe that in the case of non-compliance with regulation, the department may invite sanctions as per the relevant laws and regulations, including withholding of procurement budget. In 2007, the State Council further made procurement for some energy and water conservation products compulsory. In 2019, the government amended the Procurement Law to encourage public entities to require higher energy/water efficiency and/or environmental protection standards for products already certified Energy Saving Label or Environmental Label and covered in the Catalog. For products not in the Catalog, procuring entities are permitted to include relevant national, industry, or group standards as GPP criteria. In November 2020, China also launched the Ecological Product Certification Program for Automobile Interior Materials, intending to reduce in-vehicle pollution emanating from interior materials. The program focuses on the management of Chemicals of Concern (CoC) for carcinogenic, mutagenic, toxic to reproduction (CMR) substances and proposes three grade indexes of harmful substances limitation for textile and leather materials,
However, procurement of environment label products has so far remained preferential. There are two notable exceptions to the above guidelines. First, these regulations do not apply to the purchase of construction/infrastructure/projects or services by public agencies in China. Second, the current sustainable procurement framework does not cover procurement for public investment projects and procurement by state-owned enterprises. These exceptions mean that a substantial part of public expenditure is currently not used for transforming the economy on a sustainable path.
3.4.2 GPP Implementation and Practices in China
At national level, the Environmental Development Center under the Ministry of Environment Protection plays an important role in research, dissemination, and international cooperation on green procurement. It was instrumental in establishing the Chinese Green Purchasing Network. China Environmental United Certification Center (CEC), which manages the China Environmental Labeling Products, also plays a pivotal role in raising awareness, sharing best practices and capacity building on green procurement. Since 2018, it also houses the secretariat of International Green Purchasing Network (IGPN).9 The China Quality Certification Center manages Energy conservation and water conservation products. The facts that both lists are updated bi-annually show that these institutions are continuously engaged with market players in advancing green purchasing in China.
The PPCs at national, provincial, and municipal levels play a crucial role in successfully implementing national GPP strategies: they need to figure out ways to implement the procurement Catalogs. These centers are responsible for managing procurement for all administrative units under respective administration. This centralization of procurement allows consolidation of purchasing powers and takes advantage of economies of scale to get competitive prices for sustainable products. It also allows development of expertise in procurement of greener products and sends clear and coherent signals to the market. In addition, they are responsible for allocating budget for carrying out procurement, framing specification, customization of regulations to suit local needs, and capacity building of procurers (Philipps et al. 2011b). Philipps et al. (2011b) have argued that since PPCs at municipal level are directly subordinated to the city governments, the mayor of the city government plays an important role in advancing green procurement depending on local politico-economic contexts and local government agendas and budgets.
Qingdao was the first city in China to issue a green procurement list and the first city to actually operate green public procurement (Qiao and Wang 2011). Y. Qiao and C. Wang (2011) also provide an account of how the Beijing Olympic Committee issued various guidelines that played an important role in minimizing environmental impacts during design and use of Olympic stadiums. The Sustainable Public Procurement in Urban Administration in China project covered three municipalities, namely Tianjin, Qinhuangdao, and Lanzhou and started in 2009. The flexibility at the level of PPCs for using discretion allows them to take innovative measures for furthering green procurement within their administration. For example, Tianjin PPC has entered into collaboration with Nankai University for developing LCC methodology for procurement of vehicles (Philipps et al. 2011b). This flexibility at the PPC level explains the variation in success of different municipalities in implementing green procurement in China.
The product on the Catalog is selected based on criteria mentioned in China Environmental Labeling Certification and China’s Energy Conservation certification. MoF plays a central role in preparing the Centralized Purchasing Catalog and managing the Energy Conservation Products list and the Environmental Labeling Products list with NDRC and MEP. Both Energy Saving and Environment-friendly Products Catalogs provide detailed information such as the producer's name, registered trademarks, the product name and model, the number, and the validity date of the certification. These Catalogs are updated bi-annually. However, it is essential to note that these lists consider only environmental dimensions of sustainability, not social dimensions.
The implementation guidelines for compulsory products—air conditioners, double-capped fluorescent lamps, self-ballasted fluorescent lamps, TVs, electric heaters, computers, printers, monitors, urinals, and water faucets—are the same across all provinces in China. On the other hand, for preferential products, implementation of policy varies across provinces. During the bidding process for preferential products, the offered model is given “price deduction” or “bonus point” depending on the type of evaluation method. For instance, in a tender with the lowest price evaluation criteria, the price quoted by a bidder offering a preferred model is cut by a certain rate, i.e., the price taken for evaluation of the offer will be cheaper than the quoted price. Similarly, the bidder offering a preferred model gets extra points in the evaluation scores in the comprehensive evaluation method. The value of price deduction (3–8%) and award of bonus points (4–8%) vary across regions as provincial/municipal policies decide them.
Hu and Yi (2014) provide an exciting account of variation in guideline application. Here, it is necessary to reproduce their findings to understand the progress of GPP implementation in China.	Some provincial governments have issued regulations for using national policy in actual practices; naturally, this leads to variation in the application of the national policy on green purchasing. Many of them have introduced measures that go beyond national policy requirements as well. For example, Shenyang's PPC (Liaoning province) transferred all preferential products into the compulsory products category. Tianjin province has introduced energy and environmental assessment indicators and calculation methods for bid evaluation. Fujian province has increased the rate of bonus points in tender evaluation depending on the share of energy and water conservation products in the total procurement market. Some provinces give preference to SMEs and domestically innovative products apart from those on the Energy-efficient and Environment-friendly Products Catalogs.

	As early as 2012, the procurement of energy and water conservation products in China reached 16 billion EUR, 84.6% of all energy and water product procurement. Jilin and Heilongjiang provinces had crossed more than 90% of the procurement of energy and water-saving products. Such progress in 2012 is awe-inspiring, considering these guidelines were introduced only in 2004–2006.





This shows that even though China has a national policy on green purchasing, provinces have the flexibility to take measures for propagating environmental criteria in purchasing decisions that go beyond it. As a result, those provinces tend to be more effective in the application of GPP practices.
Denjean et al. (2015), based on the national criteria for GPP statistics, have observed that more than half of the provinces in China have achieved GPP penetration of over 70% by 2014. The percentage of Energy Conservation Products and Environment Products categories reached 81.7% and 75.35%, respectively, by the end of 2014 (UNEP 2017). As per details available at the website of China Government Procurement Network (http://​www.​ccgp.​gov.​cn/​), the procurement of mandatory and preferential energy-efficiency and water-efficiency products reached 63.37 billion Yuan nationally, accounting for 90% of all procurement of the energy and water product category, and that of environmentally friendly products reached 71.87 billion Yuan, accounting for 88% of total procurement in that category in the year 2019.10 China also placed contracts to small, medium-sized, and micro-sized enterprises valuing a record 2.45191 trillion Yuan, representing 74.1% of national public procurement. However, these progress figures need to be taken with a grain of salt as they do not account for 75% of total procurement in China, namely energy and water conservation products in municipalities and counties (Denjean et al. 2015).
The above data demonstrates that the existing institutional and legal GPP policy framework in China effectively transforms GPP policies into actual practices. Moreover, provinces have embraced the challenges of implementing GPP head-on apart from progress at the national level. Thus, it is apparent that the GPP program in China has acquired a certain level of maturity, despite the complexity in integrating sustainability in the procurement process.
The key learning from Chinese experiences is that, with political will, it is possible to implement GPP policy even in a large country like China by developing a strong linkage between procurement and sectoral policies and giving sub-national governments the required flexibility to innovate and go beyond national policy framework for mainstreaming environment criteria in public purchasing.
3.5 Common Learnings from SPP Experiences in Europe and China
Despite a wide variation in political systems and governance structures in European Countries and China, the success of SPP programs in these countries has typical learnings. Some of the key success factors from SPP implementation in these countries are:	a.
a national SPP policy framework with mandatory/voluntary elements for inclusions of GPP criteria by public agencies;

 

	b.
a list of prioritized product categories with minimum sustainability criteria;

 

	c.
the need to build in enough flexibility in the national SPP policy framework for innovation by sub-national governments;

 

	d.
sub-national governments play a pivotal role in pioneering SPP implementation and spreading the SPP concept to remote corners; and

 

	e.
states/municipalities/local governments that go beyond the mandated provisions of the national framework are most successful in implementing SPP policy.

 





SPP experiences in Europe and China show that a combination of top-down and bottom-up approaches often gives a better result than adopting a single approach for SPP implementation. One must appreciate that the common product criteria in EU have worked successfully because EU Members States are economically integrated through the EC Treaty. It guarantees the free exchange of goods and services, affirms the principles of equality, transparency, and mutual recognition, and prohibits nationality-based discrimination. Therefore, attempting to harmonize product criteria at the global level is likely to fail because it would be resisted by governments, which fear deluge of imported goods in their countries, impacting two important political constituency, i.e., domestic industries and local employments. Therefore, creating common GPP criteria on the line of European Union shall be preceded by economic trade agreement. Thus, international trading blocs such as North Atlantic Free Trade Association (NAFTA), ASEAN Free Trade Area, African Union are better positioned to create common product criteria and drive scaling up SPP in member countries.
3.6 Role of Multilateral Institutions in Spread of SPP
The institution plays a crucial redistributive role in the market economy and can channel human and financial resources towards research, development, and spreading any public policy, including SPP. They also have a vital role in mainstreaming public policy, from agenda-setting to monitoring and implementation efforts. They can bring various stakeholders and subject matter experts to a table that helps stakeholders better communicate research to policymakers and the public. This process leads to evidence-based public policy that enjoys legitimacy under general laws and broad-based public support. Many institutions, namely UNEP, GIZ, UNDP, WWF, and NGOs, have been passionate advocates of driving forward policy change for the benefits of environment and society. In fact, some of these institutions are deeply engaged with governments and have been working collaboratively to promote sustainable procurement. For example, GIZ has been actively supporting Thailand since 2012; Myanmar, Thailand, Philippines, and Indonesia since 2015; and Cambodia, Laos, Myanmar, Vietnam, and Bhutan on GPP and Ecolabel since 2019.
We have already discussed the central role of various collaborative networks of public authorities at local, regional, and national levels in espousing the cause of SPP, getting political support for it, and deepening its implementation in Europe. The current maturity level of SPP programs in Europe would have been impossible to achieve without these networks and collaborative platforms. Therefore, it is essential to discuss the roles of some institutions that have been particularly active in this field. It is also important to acknowledge that so many other institutions, not discussed here, have been working silently to promote embedding sustainability in procurement decisions; nevertheless, their contribution has been vital in spreading SPP in many countries.
3.6.1 United Nations Environment Programme (UNEP)
Within the UN system, United Nations Environment Programme (UNEP) is the nodal agency on SPP. Among other things, it advocates for the adoption and implementation of SPP in member countries. UNEP's work on SPP began with the Marrakech Process on Sustainable Consumption and Production (SCP), which was set up in 2003 in response to the Johannesburg Plan of Implementation to support SCP implementation. Under the umbrella of the Marrakech Process on SCP, seven task forces, including one on SPP, were set up. The discussion in the following sections builds on the earlier discussions in Chapter 2 and elaborates on the historical background of the Marrakech Process on SPP and its contribution to spreading sustainable public procurement around the world. As a custodian of SDG 12.7.1, UNEP continues to play a crucial role in this field as discussed in the following sections.
3.6.1.1 The Marrakech Task Force and Other Initiatives
The Marrakech Task Force on SPP (MTF on SPP) was launched in 2005 at the 2nd international meeting on a 10YFP for sustainable consumption and production held on 7 September 2005 in San José, Costa Rica. The Federal Agency for the Environment, Switzerland, named Ms. Eveline Venanzoni, an SPP expert, as Chairperson of the Task Force. Members included Argentina, China, Czech Republic, Ghana, Mexico, Norway, Philippines, UK, USA, and the State of São Paulo and organizations, such as the European Commission, UNEP, UNDESA, ILO, ICLEI, and IISD (UNEP 2012). The MTF was active until 2011, when the work was handed over to UNEP during CSD 19 in New York.
The MTF was the first to articulate the need for adopting sustainability in procurement decisions and made several contributions to the development of SPP at the global level. The MTF adopted the definition of SPP developed by the UK Sustainable Procurement Task Force. It says—“Sustainable Procurement is a process whereby organizations meet their needs for goods, services, works and utilities in a way that achieves value for money on a whole life basis in terms of generating benefits not only to the organization but also to society and the economy while minimizing damage to the environment” (DEFRA 2006). Consequently, UNEP continues to use the exact definition even today, and many governments have also adopted the same definition.
The task force developed the MTF Approach to SPP implementation, based on the implementation experiences of the UK and Switzerland, to facilitate SPP implementation in countries. The first serious engagement of UNEP with SPP at the country level began during the testing of the Marrakech Approach to SPP. The methodology was tested in 7 pilot countries (Mauritius, Tunisia, Costa Rica, Colombia, Uruguay, Chile, and Lebanon) as shown in Fig. 3.3. UNEP and its partners suitably assisted them in applying the MTF Approach to SPP in their local context during 2009–2012. The European Commission, Switzerland, and the Organization of Francophone Countries funded capacity building for Sustainable Public Procurement in these countries (UNEP 2012). The exact rationale for selecting pilot countries is unclear; there was a clear bias towards African and Latin American countries. Surprisingly, none of the countries selected as a pilot country was a member of the Marrakech Task Force on SPP.[image: ]
Fig. 3.3Seven pilot countries under the Marrakech Task Force on SPP


For insights on how the Marrakech Task Force on SPP was conceived and worked, the author asked the Chairperson of the Marrakech Task Force on SPP, Ms. Eveline Venanzoni, a few questions. Box 3.1 gives edited excerpts of her interview with the author.
Box 3.1: Excerpts of Interview with Ms. Eveline Venanzoni, Chairperson, Marrakech Task Force on SPP
Author (A) - How do you feel about being a part of the history of SPP movement?
Eveline Venanzoni (EV)—I feel very proud to be part of the history of the SPP movement, and I am grateful that I, together with my colleagues of the MTF on SPP, were designated to spread the idea of SPP all over the world. Without the deep knowledge on SPP of my colleagues, especially of Barbara Morton and Chris Brown, who were engaged in the UK Task Force on SPP, it would never have been possible to elaborate all the tools and to run all the different trainings and workshops during the 6 active years of MTF on SPP. MTF on SPP has been active until the meeting of CSD 19 in 2011. Then, the work was handed over to UNEP during a CSD 19 in New York.
A - How confident were you at the time SPP emerging as a strategic tool to achieve broader sustainability objectives?
EV—I have always been confident that SPP could serve as a strategic tool to achieve, among others also sustainability objectives. But at the beginning of the engagement with SPP, especially conservative lawyers denied that public procurement should also be used to achieve sustainability objectives. But fortunately, there has recently been a shift of paradigm regarding this matter.
A - What was the thinking behind the selection of countries for rolling out MTF Approach to SPP?
EV—the goal of the MTF on SPP was to elaborate tools that help developed as well as developing countries or countries in transition to build up or further develop their SPP practices. So, first of all, we checked with the members of the MTF on SPP if their country would be willing to be a pilot country. So, the first pilot country was Argentina, where our workshop for policymakers and procurers was held in 2007, back to back with the 5th meeting of the MTF on SPP. Other countries to follow were Ghana, New Zealand, and local authorities in England.
A - How difficult was it to consider all three dimensions of sustainability, i.e., economic, environmental, and social, in the MTF Approach when the whole of Europe at the time was talking only of GPP?
EV—to consider always the three dimensions of sustainability in our work was rather a big challenge. We always tried to cover the three aspects but left it open to the different countries, testing our approach to deciding if they were ready to work on all three aspects. It was interesting to see that some countries, like South Africa, focus more on social aspects than environmental aspects. It was also interesting to note that the perceptions on what social aspects are, were different, also connected to the country's situation. Now, at least in Europe, the focus is also on social aspects (written in the law). However, it is much more difficult to control if suppliers comply with the social requirements (international product chains).
A - Do you see challenges in implementing SPP at the ground then and now has changed? What has been the significant factor for changes, if any?
EV—I think that the challenges are more or less the same. It needs much training that procurers feel secure and confident to insert sustainability criteria in their call for tenders. What has changed is the attitude of the governments and society towards sustainability. The topic does not seem as alien as it was at the beginning of the SPP work. The legal background is now furthering SPP, but it still depends on individuals if SPP really takes place on the ground. Also, monitoring is not an easy task to find out what really happens.
Author—Your message to the SPP community?
EV—My message to the SPP community is to use the momentum to fix aspects of sustainability in the different procurement laws and decrees. To continue to set an excellent example for civil society and business by implementing SPP on the ground. Finally, to spread the idea of long-term and life cycle thinking and demonstrate with concrete examples, SPP is a win–win situation that helps protect the environment, money and secure social justice.

The Task Force accepted that different countries are at different maturity levels in procurement practices and awareness on sustainability; therefore, it deliberately developed a step-by-step approach for implementation. Based on lessons learned during the MTF Approach to SPP pilot testing in these counties, UNEP came up with “Sustainable Public Procurement Implementation Guidelines” in 2012, commonly known as UNEP’s Approach to SPP implementation. It is now considered a widely accepted methodology for the implementation of SPP in a country. The second edition of UNEP's Sustainable Procurement Implementation Guideline came out in October 2021 (UNEP 2021b). The revamped guideline has streamlined various steps and is much more focused on SPP implementation.
The MTF on SPP has influenced the spread of SPP concepts worldwide in early days and their contributions are really noteworthy. For the first time, it defined sustainable procurement, different from the one adopted by the EU, that encompasses both environmental and social concerns. Second, the experiences gained from SPP implementation in the pilot countries under MTF helped develop the UNEP approach for SPP implementation, which is followed globally for SPP implementation. Thirdly, through its pioneering works, MTF successfully created a buzz on SPP among political leaders as a tool for achieving sustainable consumption and production. Thus, it would not be wrong to say that MTF laid the foundation for the future progress of SPP.
3.6.1.2 Ten-Year Framework Programme (10YFP) on SPP
After the end of the Marrakech Process on Sustainable Consumption and Production (SCP) mandate in 2011, Heads of State reaffirmed SCP as an overarching objective of sustainable development at Rio + 20 in 2012. They adopted the 10-Year Framework of Programme on Sustainable Consumption and Production Patterns (10YFP) to accelerate the shift towards SCP (UN 2012). The Independent External Review of 10YFP on SCP has beautifully summed up the spirit of 10YFP: “10YFP is not an entity, an undertaking, or a program, but a commitment” (Rouhban 2018). Its programs are community of practices joining together to encourage the shift to SCP. The One Planet Network (OPN)11 is a multi-stakeholder partnership to implement commitments made under 10YFP and facilitate this shift and work towards implementing SDG 12. One of the important objectives of OPN is to facilitate cooperation between governments at different levels as envisaged by the United Nations Environment Assembly. This provides entry points for UNEP to engage with governments on SPP implementation.
Under the broad canvas of 10YFP on SCP, 10YFP on SPP is one of the six programs to accelerate the shift towards SCP. The 10YFP on SPP aims to bring the shift by capacity building of stakeholders and providing technical and financial support to developing countries. For instance, 10YFP on SCP set up a Trust Fund to support countries in assessing, designing, prioritizing, and implementing policies and practices for Sustainable Consumption and Production (SCP). This fund also allows the One Planet Network to act as a knowledge and information hub on SCP for researchers, policymakers, practitioners, advocacy groups, corporates, and stakeholders.
This program was the next big push by UNEP to assist developing countries in adopting SPP after publishing UNEP's approach for SPP in 2012. With funding support from the EU, UNEP supported 13/14 countries in developing and implementing SPP under the project titled, “Stimulating the demand and supply of sustainable products through Sustainable Public Procurement and Ecolabelling” (SPPEL). The project aimed at addressing both demand and supply issues in integrating sustainability criteria in public procurement. In order to do so, the approach combined sustainable public procurement and ecolabeling to create a dynamic policy environment and stimulate the demand and supply of sustainable products at the national and regional levels.12 The aim was to create a program that builds on shared efforts of the private and public sectors to change consumption and production patterns.
The choice of countries under this project appears more strategic. Out of the seven countries chosen under this project, five countries had already completed their status assessment under the MTF approach to SPP. Thus, it was logical to include them in the project to complete the remaining steps for SPP implementation. In countries such as Brazil, Vietnam, and Colombia, which already had functioning ecolabel programs, the project focused on the use of ecolabel for developing and verifying environmental criteria in the purchasing process. In countries (Ecuador, Panama, Peru, Costa Rica, Chile, Argentina, Sri Lanka, Morocco, Mauritius, Togo, and Mongolia) with no ecolabel, the emphasis was on demonstrating how ecolabeling could be used for developing and verifying environmental criteria in the tendering process.
However, there is no publicly elucidation for selecting countries from the same continents in both programs—MTF on SPP and SPPEL. A possible reason could be creating a cohort of countries practicing SPP, benefiting from geographical proximity. However, a more plausible reason for selecting these countries appears to be the reform they had already carried out in their procurement system during the 1990s and political support to SPP and sustainability in general. The procurement reform constituted a part of the broader financial management reform program introduced by the World Bank to bring debt relief for the Latin America and Caribbean region in the 1980s (Schapper and Veiga Malta 2011). These countries were willing and ready to broaden their public procurement reform to deliver sustainability objectives.
Regardless of the motivation behind selection of these countries, one of the major contributions of this program was the creation of wealth of information on SPP implementation experiences using ecolabeling tool and creation of an online platform, Compras Sostenibles,13 that provides information on SPP implementation and ecolabeling in Latin American countries. However, since the importance was on ecolabeling, the apparent victims was social dimensions in procurement.
The 10YFP on SPP Programme further strengthens the foundation of SPP for future progress. An increasing number of stakeholders in the Member States recognize One Planet Network as a credible platform for accessing requisite knowledge, information, best practices, resources, and tools for accelerating the implementation of SPP. The 10YFP on SPP Programme has crossed 130 partners since its launch. Since then, the program has developed the vision and principles of SPP. More tangibly, it has published several other guidelines and reports on SPP for use by policymakers and practitioners. These achievements are commendable considering that 10YFP on SPP was and continues to be one of the most financially challenged programs to implement SDGs.
Based on the feedback given by the Independent External Review of 10YFP, a new One Planet Sustainable Public Procurement Program Strategic Plan (2018–2022) was developed through the multi-stakeholder consultative process (UNEP 2019). It aims to focus on four workstreams:	support procuring authorities and procurement practitioners in implementing SPP;

	stimulate change in the global supply chain through procurement;

	mobilize political support for SPP as a key mechanism for delivering SDGs; and

	support countries in demonstrating the benefits of SPP to stakeholders.





These are laudable goals; if delivered during the stipulated period, it would be a thumping success for the One Planet Program on SPP.
3.6.1.3 Regional Projects
At the regional level, UNEP executed the ASEAN + 3 GPP and ecolabeling (EL) project (Fig. 3.4) to establish an Asia Pacific network of GPP and EL experts to identify and disseminate best practices and develop regional cooperation. As a part of this project, five capacity building workshops were conducted from 2013 to 2016, benefitting 720 procurement professionals, policymakers, and vendors in 12 supported countries (OPN 2017). The project developed several valuable publications and tools to improve the implementation and performance of SPP at the national level.[image: ]
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In 2018, UNEP partnered with countries that joined the Partnership for Action on Green Economy (PAGE), such as Mongolia and India. According to ARSCP (2018), the 10YFP secretariat is also involved in developing and implementing SPP policies in Ethiopia, Ghana, Mauritius, Tanzania, Tunisia, and Uganda under African Regional Roadmap on Sustainable Consumption and Production for the 10YFP implementation (2018–2023). Globally, it focuses more on advocating and raising awareness about the SPP Program and its strategic objectives, proactively identifying collaborative projects, and providing a platform to exchange best practices, tools, and resources for implementing sustainable procurement. However, it is to be noted that though UNEP advocates balancing all three dimensions of sustainability in sustainable procurement, its projects so far have focused primarily on environmental and economic dimensions; social issues have taken a back seat. Going forward, UNEP needs to think over why it has failed to generate momentum for SPP in developing and poor economies?   
3.6.1.4 Sustainable Development Goals and Sustainable Public Procurement
In 2015, public procurement was included in the 2030 Agenda on Sustainable Development by the 193 UN Member States. This momentous event marked a paradigm shift in how SCP is perceived for sustainable development. Since 10YFP is dedicated to promoting SCP policies and practices in governments and businesses, the operationalization of 10YFP is recognized as critical for achieving SDG 12. Furthermore, the inclusion of SPP as a separate target—SDG 12.7.1 highlighted the role of SPP in transforming both production and consumption sides by demanding sustainable products, works, and services. The role of SPP was further acknowledged by the United Nations Environment Assembly of the United Nations Environment Programme held in March 2019. The Assembly called on the Member States to develop SPP policies and update their public procurement legal frameworks according to SDG target 12.7.1. It also urged Members to facilitate regional cooperation between governments to facilitate SPP implementation (UNEA 2019).
During the High-Level Political Forum on sustainable development held in 2018, the One Planet Network strived to take leadership and projected itself as a vital implementation mechanism for SDG 12; unfortunately, it could not get support. Despite this setback, it launched a new five-year strategy, “One Plan for One Planet,” for 2019–2022 (UNEP 2019). In its own words, the new strategy gives “a common vision and outlines common objectives, strategic principles and approaches across the One Planet network”; the aim was to accelerate the shift towards SCP in all countries by supporting regional and national policies and initiatives. The fifth session of the United Nations Environment Assembly held in 2022 has welcomed the extension of the mandate of 10YFP until 2030, signifying a growing momentum which may be close to a tipping point (UNEA 2022).
Indicator 12.7.1, i.e., “Number of countries implementing Sustainable Public Procurement policies and action plans,” measures achievement towards SDG 12.7. During 2016–2020, UNEP in closed cooperation with experts and member organizations of the 10YFP on SPP Programme led the methodological development of the SDG 12.7.1 indicator. The methodology developed by the UNEP was approved by the UN Inter-Agency Expert Group on the SDGs in February 2020 and upgraded the methodology to Tier-2, meaning that indicator is now considered conceptually clear with a well-established methodology and standards. UNEP (2021a) has provided the details of methodology and guidelines for calculation of SPP Index.
In the exercise to collect data, 40 national governments responded to the first call to report on Indicator 12.71 by providing details of sustainable procurement policies and practices (UNEP 2022). UNEP (2022) notes that out of 40 countries, 53% belong to Europe; 20% belong to Latin America and Caribbean; 15% to Asia Pacific; 7% to Africa and Western Asia and 5% to North America. Further, out of 40 countries, SPP programs of 7 countries did not meet the methodological requirements; 10 countries were assessed at Level 1 (low level of SPP implementation); 14 countries at Level 2 (medium–low); and 9 countries at Level 3 (medium–high). Thus, Indicator 12.7.1 amounted only to 33 countries in the first reporting exercise as Level 1 is the minimum compliance threshold for inclusion in the measurement of indicator. This shows the growing influence of UNEP in measuring and benchmarking countries’ SPP policies and practices. It also highlights the growing acceptance of SPP as a strategic tool among policymakers, researchers, and practitioners in transforming business on a sustainable path. Such recognition is bound to encourage more Member States to adopt SPP policy and practices in future. As in May-June 2022, UNEP has sent out call to member countries to report on SDG Indicator 12.7.1.  
3.6.1.5 Shortcomings and Way Forward
The approach of 10YFP as a community committed to accelerating the shift to SCP could have a multiplier effect as more and more stakeholders join this endeavor. However, the experience of 10YFP to date does not inspire confidence. Some of the shortcomings noticed in the structure and governance of the program are given below.	Firstly, finances for this program have always been challenging. 10YFP came into existence in the backdrop of a global financial meltdown during 2008–2010; consequently, it faced a severe fund crunch in activities. The second phase of its implementation (2018–2022) is likely to be more challenging due to the economic slowdown brought by the COVID-19 pandemic. Moreover, although governments worldwide have announced stimulus packages running into trillions of dollars to lift their economies, it is uncertain whether the 10YFP partners would receive even a tiny fraction of these stimulus packages to steer SPP programs in their countries.
Its strategy for encouraging partners to take lead for bringing change appears a smart move, but the over-dependence on it appears to be a matter of concern in meeting targeted goals by 2022. The fund crunch is likely to be faced in all regions, irrespective of their location, but it will be more predominant in developing and poor economies. In such a situation, institutional support for SPP works in these countries is likely to see a dramatic fall. Managing funding for a work plan is challenging even in normal circumstances; for instance, funding an Interest Group (IG) on SPP in Construction/Infrastructure in 2017. The IG aims to establish an online “Knowledge cum Secondary Materials Market Platform” to support practitioners in implementing sustainable procurement in the construction sector (OPN 2019). As per informal understanding within One Planet Network, funding for work plans has to be sourced by members of the Interest Group themselves. Development of the platform is estimated to cost $ 0.5 million; however, in the author’s own experience leading the group, effort to bridge the funding gap has not succeeded yet. In a post-COVID-19 scenario, the success seems to be more doubtful.
Needless to say, OPN must be working with its traditional partners such as the European Union, national governments, and other agencies to garner funds to support the needs of countries in a way that responds to their priorities. However, OPN also needs to focus on bringing new partners such as USAID, UK Department of International Development, Swedish International Development Cooperation Agency (SIDA), Norwegian Agency for Development Corporation, French Development Agency, Japan International Cooperation Agency (JICA), Kuwait Fund for Arab Economic Development, Germany Federal Ministry for Economic Cooperation and Development (BMZ) in their fold to support countries in geographical region under their areas of influence. Without financial support to developing and poor nations, it would be too much to expect such countries to jump on the SPP bandwagon as their economic conditions have further worsened due to the ongoing COVID-19 pandemic. Therefore, flow of funding from its traditional allies and new partners would be crucial for the success of the programs in developing and poor nations.

	Second hindrance in the 10YFP has been a lack of interest from other UN agencies and programs in SPP. UN organizations spent $ 22.3 billion on the procurement of products, works, and services to deliver its responsibilities, which, understandably, has considerable impacts on the environment and society (UNOPS 2021). It is expected that UN agencies would be role models for other governments in the shift towards SPP, creating the lowest environmental impacts and generating greatest social return. However, the progress of UN agencies in adopting good practices of SPP is far from satisfactory. Although UNEP has been working on SPP since 2003, it was only in 2008 that the UN came up with the guideline, “Sustainable Procurement: Buying for a better world” (UNEP 2008). In 2009, High-Level Committee on Management Procurement Network presented a statement on Sustainable Procurement for voluntary adoption by UN organizations (UNOPS 2021). Since the adoption of the Sustainable Procurement Statement, integration of sustainability in procurement has become increasingly prominent within UN organizations. As per information available on United Nations Global Marketplace, 64% of UN organizations have adopted sustainable procurement policies, 56% have their own strategies, and 38% have set targets for SPP implementation at the end of 2020.14 According to UNOPS (2021), 80% of UN organizations have adopted sustainable procurement policies and 75% have strategies to implement them. The report further mentions that 32 UN organizations in 2019 and 33 in 2020 have integrated total cost of ownership (TCO) in financial evaluations for 58% tenders. This level of penetration of the use of TCO in UN procurement systems is very high and even higher than the use of TCO in European countries. Despite these progressive steps, UN agencies have not made available data on sustainable outcomes of incorporating sustainability criteria in procurement in the public domain. In the absence of such impact data, the UN system does not give enough assurance that the UN is leading the charge on SPP from within. Lund-Thomsen and Costa (2011) advocated developing impact assessment tools for measuring the actual vs the postulated effects of sustainable procurement in developing countries. The UN needs to take the lead in developing such tools to inspire confidence in national governments to adopt SPP practices and amplify SPP practices worldwide in the coming years.

	Third weak point of 10YFP, flagged by the Independent External Review, is its lack of engagement with the private sector, multilateral banks, and partners in developing countries. If one looks at the current composition of Multi-stakeholder Advisory Committee (MAC) members, there is only one partner from the business world—Kolibri,15 an environmental consulting agency based in Argentina. Among 20 MAC members, only five organizations are from developing countries. Out of 139 10YFP program partners, only 16 organizations are from the business world, and only 22 organizations are from the developing world; overall representing just 17 countries out of 193 countries in the UN system.16 The number conveys an entirely different picture of the program's achievements and signposts the enormity of the task ahead. Further, a small number from developing countries does not augur well for an initiative to support SPP implementation in developing countries worldwide. This calls for overhauling  MAC completely and making it more representative and inclusive.
Furthermore, it is noted that some of the countries that UNEP supported during the early years of their SPP implementation are not partners of the One Planet Network SPP Programme. Why are those countries not a partner of the One Planet Network SPP Programme? A possible reason could be that institutionalization of SPP did not attain a maturity level at which policymakers in those countries feel confident about joining the network. The possibility of SPP projects being put on the back burner and implementation coming to a temporary halt in these countries cannot be ruled out. One Planet Network needs to reach out to them and bring them back under the SPP umbrella. The other important reason could be lack of funding flowing to OPN from its traditional partners like the European Union, thus severely hampering the ability of OPN to develop support projects. The other UN organizations such as UNDP and UNOPS are not seen prominently in developing projects around SPP implementation at country level.
There is also a need to understand the key motivations of organizations joining the program. The motivation for joining could be different for different organizations. It could be a real opportunity for some to access a network to better the SPP program; for others, it could just be a branding exercise that looks good on their web page. It would be in the interest of 10YFP to invite organizations to join the program that already displays interest in SPP activities. 10YFP should proactively engage with organizations and individuals working on SPP and bring them under its fold. Such members could bring invaluable SPP implementation experiences to the table and strengthen the SPP movement.
It is surprising to note that the United Nations Global Compact (UNGC), another agency of the UN, is not even a partner of the One Planet Network. The UNGC, the world’s largest corporate sustainability initiative, has been instrumental in promoting sustainability in the business supply chain. It boasts more than 9500 members as of 2021. It recognizes supply chain sustainability as a cross-cutting issue: signatories are mandated to incorporate UNGC’s Ten Principles in their strategy, make efforts to implement them and report annually on their progress. As a result, UNGC’s principles have emerged as an industry standard, and, globally, many corporates use it as a selection criterion in their tendering process.
What is the point of bringing UNGC, a business-focused entity, into a discussion on One Planet Network’s work on SPP? Firstly, ONGC's work on sustainable supply chain matches exactly with Work-stream 2 of the Strategic Plan of One Planet Network SPP Programme for the year 2018–2022: Initiate enabling conditions for stimulating change in international sectoral markets through procurement. Working with UNGC could bring fresh energy with the bonus of raising the profile of the One Planet Network SPP Programme in the corporate world. Secondly, the One Planet Network SPP Programme can use UNCG's experiences of working with the corporate sector to connect with the private sector and enrich the program experience. As for UNGC, a collaboration would provide an opportunity to increase its footprint globally by interacting with the public sector. Other partners in UNGC, such as EcoVadis and Business for Social Responsibility (BSR), have significant experience in supply chain sustainability. Together, they could be a formidable force and help network partners with a template for enhancing supply chain sustainability in public procurement.

	Fourth area where the One Planet Network SPP Programme has fallen short of its expectations is bringing multilateral banks and agencies to support SPP as a key mechanism in shifting towards SCP. It is rare to find SCP in discussions related to procurement in multilateral banks, such as the World Bank and other regional development banks. Potentially, they can bring much power to the One Planet Network SPP Programme. Since their prime function is to provide development finance to developing and poor economies, their loans and grants are often tied up with public procurement reforms. Their work in maximizing the strategic role of procurement in achieving vital developmental objectives is widely recognized and appreciated. They played a pivotal role in undertaking assessments of country-wide public procurement systems by applying the Methodology for Assessment of Procurement System (MAPS), a standard tool to analyze the strength and weakness of country procurement systems, and acting on the recommendations to reform procurement. Last but not least, they have developed a sophisticated network with ministries dealing with public procurement in the countries where they operate.





In 2016, the World Bank revised its guidelines to integrate sustainability in procurement decisions. In addition, the new MAPS developed by OECD and multilateral banks also has a module on sustainable public procurement. In November 2021, the World Bank published “Green Public Procurement: An Overview of Green Reforms in Country Procurement System” with the aim to inform policymakers on the institutional framework required for mainstreaming of GPP practices across governments (World Bank 2021). Further in February 2022, the World Bank in its publication “A Global Procurement Partnership for Sustainable Development—An International Stocktaking of Developments in Public Procurement” has made a case for establishing a global partnership (World Bank 2022). The stated objective of the partnership is to “widen and deepen collaborative networks, learning, outreach and support for better-coordinated, better-resource, and better-targeted development assistance in public procurement.” These developments provide a perfect entry point for the One Planet Network SPP Programme to initiate a collaboration and leverage the strength of these banks to encourage leadership in developing and poor economies. A joint declaration with the World Bank and other regional banks and the One Planet Network SPP Programme would go a long way in their commitment to promote SPP for achieving SDGs.
A good starting point could be the OECD, associated with MAPS development during 2003–2004. Interestingly, OECD also happens to be a partner of the One Planet Network SPP Programme. However, the active participation of OECD in activities of the network has been missing. Nonetheless, there is an opportunity to leverage the strength of OECD by signing a joint pledge for advocacy and implementation of SPP principles in their projects and programs. This would go a long way in forwarding Work-stream 3 (Advocate and mobilize political leadership and support for sustainable procurement as a key delivery mechanism in implementing the 2030 agenda) of the Strategic Plan of One Planet Network SPP Programme for 2018–2022.
Similarly, some partners, such as the University of London, Utrecht University, Collaborating Center on Sustainable Consumption and Production (CSCP), and Industrial Economics Inc of the One Planet Network SPP Programme, have excellent research capabilities. Therefore, they could be mobilized to demonstrate the benefits of sustainable public procurement to stakeholders. Furthermore, bringing them together would help realize Work-stream 4 (Supporting countries in demonstrating the public value-economic, environmental, social-of sustainable procurement implementation) of the Strategic Plan of One Planet Network SPP Programme for 2018–2022.
Finally, the Mid-term Independent External Review stated that the performance of such programs could not be measured; the impact of the Framework remains diffused or unrecognized (Rouhban 2018). Progress on this front will remain stunted as long as there are no mutually agreed parameters to measure the program's performance. The leadership of 10YFP needs to be made accountable for bringing new momentum and direction to the program. This is especially relevant as 2022 is a key transition year for the UN Framework for Sustainable Consumption and Production (10YFP) and its One Planet Network (OPN). The UN General Assembly has approved the extension of the 10YFP mandate and has called upon members to intensify efforts by 2022 and beyond to scale up the implementation of 10YFP on SCP (ECOSOC 2021); it confirms the need for an ambitious post-2022 Global Strategy for SDG 12. Revamping existing strategy on SPP will enable the One Planet Network to join hands with other actors, alliances, and partnerships working on the transition to a more sustainable, low carbon, inclusive, and circular economy, to more rapidly achieve the scale of the economic transformation required.
3.6.2 European Union (EU)
The EU has been a leader in global mobilization on environment and climate change issues. It has demonstrated its commitment repeatedly, including spending at least 20% of its 2014–2020 budget on projects related to climate change and enhancing biodiversity (Forster et al. 2017). Further, the Commission has proposed to spend at least 25% of EU expenditure with the aim support to climate action during 2021–2027 (EC 2019). As discussed earlier, the EU has also been at the forefront in supporting the implementation of GPP/SPP at the national and regional levels beyond their geographical boundaries. It has supported GPP at the national level through its flagship EU SWITCH Programme implemented in Asia, Africa, and the Mediterranean region. One of the largest EU funded programs, it facilitates national governments in their transition to SCP through a combination of grant projects, national and regional policy support components, and a network facility. The Switch Programme has funded and implemented several projects, including GPP projects in these regions aimed at shifting to SCP.
One of the notable features of the EU SWITCH program is that it focuses primarily on environmental issues and encourages national governments to use public procurement as a tool to incentivize the development of markets for greener products and services. National governments can achieve efficiency in public procurement by eliminating structural inefficiency in existing public procurement processes and incorporating their horizontal objectives. Even for other countries, which are not part of the program, this change ensures availability of sustainable products and services to meet their consumption needs.
SWITCH Asia began work in the region in 2007. It has supported the GPP program in several countries, such as Bhutan, China, Indonesia, Malaysia, Philippines, Thailand, and Sri Lanka. It also supported Green Public Procurement in urban administrations in China. Among various SCP policies, GPP has been one of the priority topics for SWITCH Asia since the beginning of the program (SWITCH-Asia 2019). It has been a driving force behind many initiatives in the region to raise awareness, capacity building, networking opportunities for policymakers, and support national governments for implementing GPP. For example, it was the prime financier of the Sustainable Public Procurement and Ecolabelling (SPPEL) project, implemented by the UN Environment in many countries worldwide. As discussed earlier, the focus of this project was primarily environmental issues and not social issues, though the name suggests otherwise.
At a regional level, SWITCH Asia has a Regional Policy Advocacy Component (RPAC) that has helped several countries develop GPP policies. The program supports stakeholders by providing capacity building training and workshops and networking opportunities to learn from each other's experiences. For example, in November 2019, SWITCH Asia organized a workshop on “Supporting decision-making on SCP through training on Sustainable Procurement” for policymakers from the region.
Similarly, six countries under SWITCH Africa Green Programme, namely Burkina Faso, Ghana, Mauritius, Kenya, South Africa, and Uganda, were supported. As a result, these countries were assisted in their transition towards sustainable consumption and production patterns to achieve sustainable development while generating growth, creating decent jobs, and reducing poverty. In addition, some countries, such as Uganda, Mauritius, etc., complemented the work under SWITCH Africa Green Programme with the work done under UNEP led SPPEL project.
It is not easy to estimate the benefits of such projects in terms of economic, environmental, and social impacts. However, there are proxies for measuring their impacts. Co-organized events that saw participation from experts from Europe and SWITCH program countries have led to a flow and exchange of information and ideas. Further, networking events organized under the “SWITCH Asia” banner have strengthened relations among the European Commission, UNEP, and national focal points in Asia and enabled the development of a shared understanding of SCP, including that of SPP. Such projects have helped bring different stakeholders—European and national policymakers, experts, businesses, and NGOs—on one table. Besides, these projects generate several informational and outreach documents that benefit even those not actively involved in the projects. This has contributed significantly to raising awareness of GPP around the world.
However, in general, not much is known about what happens after the end of the project cycle. Monitoring the project ends with completing different milestones and project activities; the mechanism to measure progress and outcomes beyond the project period is limited. Nevertheless, important insights arise from such appraisal measures undertaken by the donor. For instance, Anggraeni and Schroeder (2017) found that impacts of projects under SWITCH Asia were limited on the policy front: national governments did not give due priority to policy recommendations made in these projects. Of course, policymaking is a long-drawn process, from reviewing policy recommendations and acting on them. It might have been that the policy recommendations have not been implemented immediately. Regardless, a continuation of monitoring beyond the grant period could shed more light on the effectiveness of the projects in terms of approach and methodology.
3.6.3 International Green Purchasing Network (IGPN)
IGPN is a network of Green Purchasing Networks (GPN) of different countries and was established in 2005 through the Sendai Declaration on Green Purchasing to promote green purchasing around the globe. Green Procurement Networks (GPNs) in countries like Japan, Taiwan, Hong Kong, Singapore, Philippines, Indonesia, Malaysia, India, South Korea, and Thailand were established in the 2000s to promote green purchasing and environmentally friendly products. IGPN was a driving force in Asia for promoting the concept of green purchasing in the new millennium, and it provided necessary support to other countries for establishing their networks. The IGPN has held several international conferences and workshops to create awareness among stakeholders, develop tools to promote environmentally friendly products, and establish a database for global green purchasing activities. In addition, it serves as an information exchange platform for sharing best practices. Prof. Hideki Nakahara, the original champion of the green procurement movement, had served as the chairman of IGPN since its establishment till 2018.
The Green Procurement Network, Japan, established in 1996, used to be the secretariat of IGPN, and it was the primary driving force for green purchasing in the region. The GPN is credited to have coined the term “Green Purchasing,” referring to purchasing products and services with the lowest environmental impacts. It began with 73-member groups of private companies, government bodies, and civil groups as an equal partner and reached 1917 members in 2016 consisting of 1,570 companies, 154 governmental bodies, and 193 civil groups (Tanabe 2016). It has published green purchasing guidance, Eco-product database and instituted the “Green Purchasing Award” in 1998. It established Green Purchasing Principles way back in 1996 (Fig. 3.5), probably the first organization to adopt principles for its stated objectives. What is noteworthy is that GPN Japan came into existence much before Japan Green Procurement Law came in 2002 and also played a crucial role in establishing IGPN and remained the secretariat of IGPN till late 2018. GPN Japan and IGPN were the key partners in UNEP led “Strengthening the capacities and improving the knowledge on GPP and Eco-labelling in ASEAN + 3 region” project during 2014–2016.[image: ]
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However, activities of these networks got considerably reduced after the funding support from the Japan government dried up. Some networks, such as GPN Malaysia, have been active, but most are dormant. Most of them have not done any activity for years at the national level to promote green purchasing, and their presence remains only on websites. For example, the last activity done by Green Purchasing Network India was a workshop on “Green Manufacturing and Management for Electronics Industry” in 2006 (IGPN 2006). A cursory look at the IGPN website shows that global activities listed there date back to 2005–2009, and no activity pertains to the 2010s decade. It appears to be now a spent force in the realm of sustainable procurement. However, its initial contribution in terms of awareness-raising and building a case for purchasing environmentally friendly products by government agencies are remarkable. Also, its contributions in spearheading the GPP concept in the North East and Southeast Asian countries during the initial days are praiseworthy. Many of these countries, which later adopted GPP policy in their countries, were inspired by Japan's work and replicated Japan's GPP model of using ecolabel as GPP product and service criteria. Still today, the legacy of the Japan GPP model continues in the Asia Pacific region. These countries consider only the environmental dimension in purchasing decisions, and social issues take the back seat.
In November 2018, the IGPN secretariat shifted to China Environmental United Certification Center (CEC), Beijing, China. The point to be noted is that the Environmental Development Centre of the Ministry of Ecology and Environment of China also became Co-Lead of the One Planet SPP Programme during the same period. This shows the growing influence of China in shaping SPP strategy in member countries. Under the current leadership, IGPN will hopefully reactivate to serve its erstwhile role in providing leadership in green purchasing. During the IGPN 2019 Annual Meeting, the members resolved to promote green purchasing to realize sustainable consumption and production goals (IGPN 2019). It has potential to emerge as a networking platform in Asia for GPP policymakers and practitioners and accelerate GPP implementation.
3.6.4 Multilateral Development Banks and Other Banks
Over the years, Multilateral Development Banks (MDBs) have played an important role in countries’ economic development, especially developing countries, through investment in infrastructure development projects. They are typically international institutions established by countries to provide development financial assistance to countries to eliminate poverty and foster sustainable development. These include the World Bank and four regional development banks, namely the African Development Bank (AfDB); the Asian Development Bank (ADB); the European Bank for Reconstruction and Development (EBRD); and the Inter-American Development Bank (IDB). These banks provide financial assistance to countries through loans and grants for investment projects and policy-based loans. The World Bank finances investment projects in almost every sector of the economy, creating a public procurement market of up to US$20 billion a year, with over 100,000 contracts awarded annually in 136 countries. This magnitude of procurement expenditure by these MDBs means that they are uniquely positioned to positively influence development outcomes and market transformations. Under policy-based loans, MDBs typically tie loan disbursement to borrowing countries undertaking specific economic and financial policy reforms. It is this type of lending that MDBs leverage to influence procurement reform in many developing and transition economies.
Their role in managing sustainability impacts of infrastructure projects appears critical if one looks at the size of their ongoing portfolio of such projects. The World Bank works with 172 different countries around the world, delivering 1800 projects valuing approx. US$ 80 billion (Browne 2018). In 2019, the World Bank disbursed $49.4 billion to member countries in the form of grants and low-interest loans (World Bank 2021). Similarly, other regional multilateral banks have huge investment portfolios in various sectors such as Agriculture, Natural Resources, and Rural Development, Education, Energy, Public Sector Management, Transport. For example, the Asian Development Bank committed $21.64 billion in loans and grants and $4.49 billion in concessional assistance to member countries in 2019 (ADB 2020). Besides, other multilateral banks such as Asian Infrastructure Investment Bank, New Development Bank, Islamic Development Bank also offer concessional loans to member countries. Through their policies and initiatives, the multilateral and regional lending institutions have encouraged reforms to facilitate greater reliance on national procurement systems as a vehicle for delivering development assistance. These reform measures could further be channelized to enhance sustainability outcomes of project finance.
MDBs and other bilateral banks can influence reform in the country procurement system in multiple ways. Firstly, they can influence the selection of appropriate procurement methods to ensure better sustainability outcomes by providing advice to governments on integrating sustainability during planning, design, and deployment of infrastructure. Secondly, Hoare et al. (2018) have argued that they can facilitate the inclusion of sustainability in purchasing decisions by linking the disbursement of loans to legal and institutional reforms in country procurement systems. Thirdly, the Banks can also encourage sustainable procurement by providing technical support and capacity building. Last but not least, the Banks can influence private companies in managing sustainability risks within their operation through procurement since one of the arms of the World Bank also provides funding to the private sector.
Recently, MDBs have reformed their procurement framework and recalibrated their procurement strategy for promoting sustainable development through bank-funded projects. In its New Procurement Framework launched in 2016, the World Bank has provided new sets of tools and techniques, such as life cycle costing, fit for purpose, and sustainability, for achieving value for money over the project cycle. In addition, the New Procurement Framework has permitted the use of additional environmental and social criteria in the procurement process beyond those minimum standards set by the World Bank for projects on a voluntary basis. The focus of recent changes in the procurement framework has been on how better VfM over the life cycle and fit for purpose could be achieved by integrating sustainability in purchasing decisions. The Bank has also supported partner countries in developing more robust public procurement processes for integrating sustainability criteria in purchasing decisions. As a result, many countries have reviewed and reformed their procurement policies, allowing for significant consideration of sustainability in procurement decisions.
The World Bank has been working closely with the government of Grenada, Ukraine, and Albania for streamlining GPP, developing product specifications for energy efficiency and recycled materials, and developing sustainable procurement practices among contracting authorities and the private sector (World Bank 2020). It has also been working with governments to develop a robust methodology for integrating social sustainability criteria in purchasing decisions. For example, in Malawi, they supported assessment studies to identify key obstacles to SMEs’ participation in public procurement. In Albania, a specific clause on Gender Diversity Action Plan was inserted in contract conditions to promote more participation of women workers in the construction workforce (World Bank 2020). It is hoped that the Bank will replicate the success in embedding sustainability in these countries in other investment projects in other parts of the world.
The African Development Bank has come out with “Sustainable Procurement Buyers and Suppliers Guide for Corporate Procurement” reflecting the Bank’s key strategy for inclusive green growth in Africa by 2022 (AfDB 2014). The Bank has identified recycled content, recyclable, locally sourced, sustainably sourced, fair and ethical trade, and non-hazardous products as priority impact categories for enhancing the sustainable outcome of procurement decision, and these may be considered as part of VfM (AfDB 2014). The ADB has issued “Value for Money: Guidance Note on Procurement” that states life cycle costing could be a factor in assessing VfM (ADB 2018). The European Bank for Reconstruction and Development also updated its Procurement Policies and Rules in 2009 to facilitate the integration of environmental and social sustainability considerations in the public procurement process, as appropriate, to ensure compliance with the Environmental and Social Policy (EBRD 2009). It further elaborates that environmental benefits or characteristics may be considered when evaluating the most economically advantageous tenders.
EBRD was the first Bank among MDBs to revise its procurement framework for sustainable procurement. Some bilateral funding agencies such as the German Federal Government KfW Development Bank, the Agence Française de Développement (AFD), and the Netherlands Development Finance Company (FMO) have also been active in the use of sustainability criteria in tendering for achieving sustainable development objectives. In addition, the Federal Ministry for Economic Cooperation and Development, Government of Germany has published a detailed guide on how to include sustainability concerns in public procurement procedures for projects funded by them (KfW Group 2014). Therefore, one can see a clear emerging trend in policies of the MDBs that seeks to embed sustainability in purchasing decisions and influence sustainability outcomes of projects.
Although these developments are of recent times, they reveal the intention of MDBs in pursuing a sustainable development agenda. By assigning priority to the procurement of raw materials, products, and services with relatively limited adverse environmental impacts, MDBs can bring about improved sustainability outcomes of their projects and thus promote a green and inclusive economy. The demonstration effect of integrating sustainability in procurement in the Bank’s funded project will indeed have spillover impacts on the country procurement system. However, the progress on implementing social and environmental safeguards in procurement decisions in the Bank’s funded project would not speed up unless they have a reporting matrix to watch the progress on reduction in sustainability impacts of their investment in infrastructure projects. It is especially true as none of the Banks has mandated the use of sustainable procurement; the intention so far is to encourage its use by borrowers (Hoare et al. 2018). The Bank's primary focus till now has been on considering sustainability during the procurement planning stage itself. It allows them to engage with borrowers in designing appropriate procurement strategies in the given context.
The discussion in the above paragraphs shows that MDBs have fully revamped and harmonized their procurement frameworks to allow integration of sustainability in procurement decisions by borrowing countries. It also reflects the growing acceptance of procurement in achieving VfM and sustainability objectives in the Bank’s funded projects. However, impacts of these changes in procurement frameworks of the Banks have not yet been visible, and there appears to be a lack of initiatives to measure impacts of integrating sustainability in the funded infrastructure projects. Moreover, though the World Bank and others have shared details of some of their initiatives to include sustainability in purchasing decisions, they seem to be far too few considering their procurement budget. Going forward, their role in convincing borrowing countries to adopt appropriate procurement design to address sustainability issues in infrastructure projects would be the key to making our infrastructure sustainable.
3.6.5 International Council for Local Environmental Initiatives (ICLEI)
The International Council for Local Environmental Initiatives (ICLEI), with the tagline “Local Governments for Sustainability,” has its origin in 1990. Today, it boasts a membership of over 2500 local and regional governments committed to sustainable urban development.18 It has indeed emerged as a global network with a presence in over 100 countries worldwide. It has been at the center of influencing policy at the local governments towards action on sustainable procurement. It predates the origin of the term Sustainable Public Procurement, and it has contributed extensively towards the evolution and development of Green Public Procurement policy in Europe by influencing policymakers and parliamentarians cutting across national boundaries. Its leadership was closely associated with UNEP's forte into Sustainable Public Procurement at the end of MTF on SPP in 2011. It has been the de-facto think-tank behind the development of UNEP's SPP Programme. Currently, it is also the co-lead of the One Planet SPP Programme. It shares the high table with the Environmental Development Centre of the Ministry of Ecology and Environment of China, the Ministry of Infrastructure and Water Management of the Netherlands, and the UN Environment Programme.
ICLEI's contributions on scaling up GPP, especially in Europe, can be gauged from the fact that there are virtually no initiatives in Europe on Green Public Procurement in which ICLEI is not a partner or the leading promoter. Thus, for example, both the Second and Third editions of the guidance document “Buying Green – A Handbook on Green Public Procurement” published by the European Commission in 2011 and 2016, respectively, were compiled by ICLEI (EC 2011). Though the First edition of this guidance document published in 2004 does not explicitly mention ICLEI as the primary contributor, the book itself draws heavily from the works done by ICLEI at the local governments in Europe (EC 2004). ICLEI was the first organization to gauge the importance of measuring and communicating the benefits of GPP to stakeholders for scaling up GPP activities. ICLEI, in collaboration with the European Commission, conducted a research project called “Relief” to scientifically assess the potential of environmental benefits if GPP were to be widely adopted across the EU. The research concluded that if all public authorities in the EU demanded green electricity, it would save 60 million tons of CO2 equivalent, which is about 18% of the EU's GHG emission reduction commitment under the Kyoto Protocol.19

The ICLEI has been very vocal about implementing green procurement by local and regional governments in Europe and globally. Its argument rests on the fact that OECD countries spend about 12% of their GDP on procurement, and two-third of their spending is at the sub-national level. At the same time, local and regional governments, closest to the communities, are at the forefront in dealing with the impacts on the environment, such as climate change, water pollution, waste, and air pollution. Therefore, focusing on uptake of GPP practices at the local and regional levels is crucial for bringing any change through the use of “power of procurement” because focusing on national procurement can at best address only one-third of impacts.
ICLEI manages PROCURA + website of the European Sustainable Procurement Network, which is a one-stop website for all resources available on GPP in Europe. Its flagship “EcoProcura Conference” is the only pan-Europe forum to promote exchange and dialog among all stakeholders on GPP. ICLEI has also developed its manual, “The Procura + Manual” which provides a model green procurement implementation plan and step-by-step guidance on integrating sustainability in procurement decisions (ICLEI Europe 2016). Besides, it provides several resources for stakeholders, such as tools, case studies, best practices, etc. Further, it moderates an online “Procurement Forum,”20 that provides a wealth of knowledge on procurement, including sustainable procurement. It is perhaps the best online forum that attracts diverse stakeholders working in procurement, sustainable procurement, circular procurement, innovation procurement, etc. Moreover, it has generated healthy competition among various local bodies in Europe, leading to various innovations in sustainable procurement practices. As a result, some municipalities in Europe have achieved a 100% target for sustainable procurement.
It is impossible to capture their all initiatives and their contributions in providing leadership to the global movement on sustainable procurement. However, to sum up, it is not easy to imagine any talk of sustainable/green procurement in this world, especially Europe, without mentioning ICLEI.
3.6.6 Sustainable Purchasing Leadership Council (SPLC)
SPLC is the newest institution in sustainable procurement to make its presence felt in the world. One can call SPLC the ICLEI of North America. The SPLC began its journey in 2013 with the mission to support and recognize purchasing leadership that accelerates the transition to a prosperous and sustainable future. It brought the concept of the institutional power of procurement, irrespective of private or public. It made a case for adopting sustainable purchasing by any institutions—public, private, NGOs, and universities. It has been at the forefront of standardizing sustainable purchasing efforts so that different stakeholders do not need to rediscover things. For SPLC, organizational leadership support is the key to making progress on sustainable purchasing, and it is reflected in their membership-based model. Within three years from its inception, its membership grew to more than 180 organizations, representing about $300 billions of collective purchasing power.21 It speaks volumes about their credibility in this field.
SPLC offers collaborative space for organizations and individuals for enhancing clarity, consistency, and coordination around sustainability in institutional procurement. It was the first institution to come up with principles for leadership in sustainable purchasing. Its flagship program, “SPLC Summit,'’ held every year, attracts the best minds in sustainable procurement space worldwide. Since its inception, SPLC has come up with many resources and tools for easing and standardizing sustainable purchasing implementation in an organization. However, unlike ICLEI, most of the resources developed by SPLC are accessible only to its member organizations. The short version of these resources is also available to non-members. Its Guidance for Leadership in Sustainable Purchasing V 2.0 is a sought-after guideline for leading a sustainable purchasing program in any organization (SPLC 2016). The guidance supports procurement and sustainability professionals in identifying and prioritizing critical sustainability impacts, developing and implementing strategies that best address these priorities, engaging with stakeholders, and tracking and reporting on progress. It recognizes organizations and individuals for their exceptional achievements in the environmental, social, and economic sustainable purchasing efforts through SPLC Leadership Award Program.
SPLC still does not have a presence outside the continent of North America. However, they have the ambition to expand their presence beyond geographical boundaries and expand their membership to 1000 by 2025. The biggest strength of SPLC has been its engagement with a community of practitioners and experts representing government, industry, suppliers, private sector, university, researchers, NGOs, and standard-setting organizations. In a short period of seven years, SPLC has emerged as a leading player in sustainable procurement.
Similarly, other institutions and non-profit organizations have played a crucial role in building a case for sustainable procurement and addressing issues in SPP implementation. They have come up with many resources, tools, best practices, and case studies to facilitate better understanding and progression. However, today there is a problem of plenty. For example, the Google search on sustainable procurement yielded 171,000,000 results in 0.71 s.22 However, it is a herculean task for individuals to find quality resources on SPP. Unfortunately, no website gives complete information. One Planet Network has tried to compile information related to SPP, but again it is not cataloged, making it challenging to navigate through them. The One Planet Network SPP Programme has identified it as one of the priority areas in its strategy for 2019–2022. Hopefully, we will soon have a catalog of information on SPP.
It can be noted that various institutions have introduced many initiatives, strategies, and action plans on mainstreaming sustainability in public procurement. Many of them work in different geographies, focusing at national and sub-national levels but with a common objective. However, despite a common objective, there appears no synergy in their activities and program, and they work independently of each other. So far, it has resulted in fragmented solutions that miss the potential for more synergistic approaches in addressing SPP implementation challenges at the regional, national, and sub-national levels. Therefore, there is a need to arrive at a shared understanding, build synergy around the common objective, and prepare a joint declaration for speedy implementation of SPP and boosting impacts. The task involved is indeed gigantic; OPN should strive to play a convening role as a network of networks, i.e., coordinating and guiding activities of different organizations such as IGPN, APRSCP, SPLC, Procura + . It would be great if OPN could fund research activities to provide new, consensual solutions to improve the performance of SPP.
It is observed from the above discussions that international institutions so far have given precedence to environmental issues as compared to social issues while articulating benefits of SPP. This approach has limited takers in poor and developing countries. One needs to revisit the approach for scaling up SPP in these countries for several reasons. Firstly, the moment a government shows preference to greener products and services, it brings the question of market capacity to the fore. No government would like to force a policy on their people that is bad for domestic industries and local people. Secondly, politician worldwide believes in taking policy initiatives in areas where they are hopeful of getting political dividend in the short term. Therefore, focusing on policies that can impact trades and domestic industries could be politically suicidal. But when one approach SPP through the prism of enhancing social well-being of workforce, creating employment and economic opportunities for a disadvantaged group of societies, one doesn't have to face the question of market capacity. These issues automatically get political support of labor unions and local communities, who are beneficiary of such policy. The benefits of such policy are visible in short term to stakeholders, thus, making it politically sound decisions with potential political dividends. Thus, it would be wise for multilateral agencies to allow local leadership to decide priority and take the ownership of SPP implementation. Thirdly, institutions engaged in development funding for SPP implementation overemphasize reform in procurement framework at the cost of investing in growth of tools for SPP implementation. Therefore, they need to revisit their strategy and equally emphasize developing tools for contracting authorities apart from creating an enabling framework. In the coming decades, their role will be crucial in mobilizing resources to support governments in pursuing public procurement reforms. Lastly, these institutions typically work on a project basis with the help of consultants. They often advocate a template developed based on learning experiences of implementing sustainable procurement in developed countries without localizing it to the national context. As a result, they are not able to create the ownership of sustainable procurement program within the country, leading to death of program when the project ends. Therefore, one of the KPIs to measure the success of the project should be whether the project has been able to create a local ownership.
3.7 Measuring and Communicating Benefits of SPP
Consistently, as we have seen in the chapter so far, and as various reports and research papers have noted, measuring and communicating the benefits of SPP remains one of the biggest obstacles in the path of SPP implementation. This barrier seems to have been present since the emergence of the concept itself. There are some common perceptions that the field cannot seem to shake. The most prevalent among them is the perception that sustainable products are costlier and bring little economic benefit to organizations; this is at the center of measuring and communicating sustainability benefits. To quell this perception of stakeholders, the advocates of SPP have argued that the overall long-term costs of sustainable products are often lower if life cycle costs (LCC) or Total Cost of Ownership (TCO) are considered.
Initially LCC was an economic tool to measure past, present, and future costs and choose the most cost-effective options. Later internalization of externalities was also brought within the LCC concept (SPP Regions 2017b). For example, Rebitzer and Hunkeler (2003) defined LCC as,an assessment of all costs associated with the life cycle of a product that are directly covered by any one or more of the actors in the product life cycle (supplier, producer, user/consumer, EOL-actor (End Of Life-actor), with complimentary inclusion of externalities that are anticipated to be internalized in the decision-relevant future.



Intuitively, the argument that long-term costs of sustainable products and services are lower makes sense. But why do contracting authorities not opt for LCC as their default evaluation criteria? As we have seen earlier, the poor uptake of LCC prevails even in the most advanced country in SPP implementation. A comprehensive research done by EU (2012) found that the most commonly used criterion was still the purchasing cost (64%) and contracting authorities used LCC/TCO only in 6% cases. Various researchers, such as Lindholm and Suomala (2005), Westminster Sustainable Business Forum (2008), Adell et al. (2009), UNEP (2011), Hochschorner and Noring (2011), SPP Regions (2017b), have attempted to find reasons for lack of use of LCC in purchasing decisions and identified the lack of availability and reliability of data held by suppliers (lifespan, cost of operation and maintenance, etc.) and contracting authorities as one of the main challenges for the poor uptake of LCC. The challenge of poor availability and reliability present in the case of general application of LCC in practical use further gets compounded in the case of environmental standards and data (SPP Regions 2017b).
The contracting authorities buy thousands of products, and it is a humongous task to develop an LCC methodology for all products and services. For innovative products, it might not be possible for manufacturers to quote maintenance, operation, and spare parts cost for working out LCC due to lack of knowledge and experience in operation of new products.. After years of experience in implementing GPP, the European Commission has developed a common methodology for calculating LCC only for computer and monitor, indoor lighting, and outdoor lighting.23 In 2020, they updated LCC tools for these three products and notified guidelines for two new products, namely vending machines and imaging equipment. SPP Regions (2017b) has listed out LCC tools developed by other countries for their specific needs that can be shared and adapted to a country's needs.
Taking the very generous estimate that 100 such tools exist globally, one must admit that such tools are rare even after years of experience in implementing SPP. Green-7 countries, where SPP is considered very advanced and evolved, have not been able to mainstream the use of LCC tools in purchasing decisions to the extent it is desired. Plausible reasons could be high development cost or complexity in applying the methodology or both. Development costs can be ruled out as most LCC tools are on MS Excel. Applying LCC methodology during the tendering process involves inputs from participating bidders and verifying these data. As discussed above, the dependence on vendors for input data related to production, uses, maintenance, and disposal of products and factoring in externalities makes it very difficult for contracting authority to apply LCC methodology transparently. Undoubtedly, collecting and verifying these data by contracting authorities themselves or the third party also has a bearing on the cost. Therefore, complexity in applying the methodology (specially externalities) appears to be the main reason for the unpopularity of LCC as a preferred method in bid evaluation by the contracting authority.
LCC attempts to translate environmental problems into one-dimensional monetary units, i.e., price. However, the translation of environmental and social issues into monetary terms is a difficult task (Gluch and Baumann 2004). For example, SPP Regions (2017b) has quoted a report submitted by (Studio Fieschi and SSSUP 2016) to the European Commission on a project titled “Development of a life cycle costing (LCC)” calculation tool. Studio Fieschi and SSSUP (2016) states that the European Commission intended to assess four environmental impact categories—human health, ecosystem, resource availability, and climate change in a newly launched LCC tool. However, the final version of the tool captures only monetization of climate change because there was a lack of consensus on the monetization of environmental impacts for the other three categories. This validates the point earlier made by Gluch and Baumann (2004) that translating environmental impacts into monetary terms continues to be a difficult task even in advanced economies like the European Union. It is assumed that science will eventually discover ways to monetize the effects of environmental and social externalities in LCC calculation. However, the current difficulties in using LLC in purchasing decisions cannot be wished away.
All reports discussed so far, and outside of this book, hail LCC as a panacea. UNEP also identified promoting LCC as a key priority for further policy development and advocacy during a symposium held at WTO, Geneva, on 30 May 2017 (WTO 2017). Developing a methodology for advancing the uses of LCC in purchasing decisions is essential, and undoubtedly, we must prioritize this. In absence of credible methodology to monetize social and environmental impacts in decision-making, LCC reduces to total cost of ownership (TCO), which is essentially an economic tool. So while we are advocating the use of LCC but actually promoting the use of TCO in tendering decisions. It still makes sense to use the economic analysis part of the LCC/TCO for justifying procurement of sustainable products and services (buildings, IT equipment, vehicles, etc.) that will have significant costs in the post-acquisition phase (SPP Regions 2017b). However, are we falling into a familiar trap?
The continued obsession with economic efficiency highlights the disconnect between sustainability objectives and the prohibitive constraints of expenditure. It is the same mindset as conventional procurers, who traditionally have focused on bringing the price as low as possible without caring for the environment and society. In a discussion during a webinar on sustainable public procurement, the author's co-panelist, Mr. Walter Kahlenborn, Managing Director, Adelphi, Germany, made a very pertinent remark, “LCC is a good seller but not a good maker.”24 He elaborated that LCC is suitable for advocating sustainable procurement policy before higher management and political leadership, but it does not work in actual practices. Incidentally, his view is shared by many other researchers. Westminster Sustainable Business Forum (2008) concluded”,Life cycle costing is primarily an economic tool and, while it may have positive implications for sustainable procurement, it is not a panacea. As such the application of whole-life costing methodology is necessary but not sufficient to guarantee sustainable procurement.



The author would rephrase their point and argue that theoretically LCC sounds promising as a solution to factor in externalities; however, limitations put by complexity involved in monetizing externalities make it a costing tool; it is advisable to use LCC for procurement above a certain threshold value where running and maintenance costs are very high.
The countries with matured SPP programs apparently have overcome the challenges of justifying higher costs of sustainable products and services by communicating the sustainability benefits of SPP to stakeholders. They highlighted the inherent advantages of SPP in delivering environmental and social outcomes to stakeholders and did not mind incurring higher expenditure for sustainable products and services. However, this approach can succeed only in those countries where citizens have willingness to pay more for sustainable products and services and political leadership is willing to sanction higher expenditure for sustainability outcomes. As discussed, this in turn is directly correlated to citizens’ awareness on sustainability issues. Therefore, increasing stakeholders’ awareness of sustainability issues is far more critical for the success of SPP policy and will pay good dividends in the long term. Thus, the debate on potential benefits of SPP should be recast from its focus on monetary saving to organizations in the long run to accounting for its role in reversing damage to the environment and positive benefits to society.
Another case study listed on the SPP Regions,25 (a regional network of municipalities working together on SPP) website validates this point. A case in point is a framework agreement on procurement of electric, hydrogen, and plug-in hybrid vehicles finalized by the Copenhagen municipality (SPP Regions 2017a, b). Contracting authorities chose the lowest price as the award criteria for selecting bidders and not the evaluation based on the total cost of ownership (TCO) or LCC approach. The case study acknowledges that the TCO approach was not employed as the evaluation criteria because electric vehicles were more expensive than vehicles running on conventional fuels. The contracting authority chose to purchase electric vehicles as it brought a drastic reduction in primary energy consumption (22%) and CO2 emission (63%). The contracting authority's decision to purchase electric vehicles could not be considered a normal decision as the total cost of ownership for the electric vehicle was higher by 8.30%. Such a decision would not have been possible if the cost based on TCO was the only criterion. The contracting authority took this decision, keeping in mind benefits to the environment even if it meant higher expenditure from its exchequer. This example shows that the TCO or LCC approach does not necessarily yield results favoring the most sustainable option in all cases. The converse of this has also been found true in practice. Perera and Morton (2009) has warned that LCC-efficient alternatives are not always the most environmentally and socially sound option. The case further demonstrates that the higher cost of sustainable products is not an issue for SPP implementation in a society where citizens are willing to trade higher costs for sustainability benefits. Therefore, focusing only on financial savings based on costing tools to justify SPP adoption would be myopic.
The jury is still out on the question of cost-effectiveness of GPP/SPP as an environmental policy instrument especially when public procurement is increasingly seen playing a critical role in turning the economy into a smart, sustainable, and inclusive economy. EC (2008) has used the cost-effectiveness argument to buttress support for implementing GPP in the EU countries. Many researchers have just the opposite views. Lundberg (2013) has argued that GPP is not a cost-effective environmental policy instrument and cautioned that the cost-effectiveness argument should be used more judiciously when advocating GPP adoption. It further made a point that GPP is to be seen as a command and control environmental policy instrument, implementing direct controls, which give less incentives to promote technological development as compared to other economic instruments such as emission taxes and marketable permits. Lundberg and Marklund (2018) have also arrived at the same conclusion regarding cost-effectiveness of GPP as an environmental policy instrument. Several researchers have further recommended that for GPP to be cost-effective, contracting authorities should be transparent in the call for tender in terms of the link between the green criteria and environmental objective, and objective shall be as close to the subject matter of the procurement as possible. Since the tender document does not limit the number of environmental criteria to be specified, contracting authorities would be wise to set up multiple environmental objectives with a single criterion for each objective to become cost-effective.
Advocates of SPP, relying solely on cost-effectiveness to encourage adoption of SPP policy by management and political leadership, therefore, need to be cautious. The inability of SPP policy to deliver economic benefits in the short term (and sometime even in long term) is quite apparent; such an argument could become counterproductive for the SPP cause. It is vital to demonstrate all—economic, environmental, and social aspects of value-addition due to integrating sustainability in purchasing decisions. It makes it easier for politicians to justify intervention in public procurement, though it might lead to higher expenditures. Therefore, discussion and intervention based on broad benefits to organizations, environment, society, and stakeholders are more up their alley.
Life cycle costing criteria can be a part of the sustainable procurement process to the extent feasible but must not be the end goal to justify the adoption of SPP policy; one can still practice SPP without using LCC which may not be relevant for all products. Therefore, the effort to find a solution for mainstreaming LCC must be balanced with creating awareness regarding the goals of SPP—procurement to benefit all, economy, environment, and society. This balancing would inevitably result in more sustainable outcomes for contracting authorities, contractors, and users.
Further, one must accept that change is a gradual process, and one has to keep trying for it. For example, even though the UK government had set the target to become a sustainable procurement leader in Europe by 2009, it was only in 2019 that IndustriAll and European Trade Union demanded aggressive use of public procurement to deliver on goals, such as employment, low carbon economy, SDGs, and social inclusion. It took more than 10 years for a policy to get the support of an important section of stakeholders (IndustriAll 2019). As the case of the EU demonstrates, an increase in stakeholders’ awareness on sustainability issues leads to an automatic shift in focus from merely economic benefits to more holistic ones, encapsulating the needs of the economy, environment, and society. One has to be really patient while dealing with stakeholders on sustainable procurement policy in developing and emerging economies.
3.8 Summary
The chapter examined specifics of how SPP policy has spread to different parts of the world and described learnings from SPP experiences in these countries. It maps the progress of SPP policy and practices at national, regional, and local levels, with particular emphasis on European countries and China. The secondary objective of this chapter is to examine the role of multi-developmental institutions in the advocacy, development, and coverage of SPP policy worldwide. These deliberations are fundamental for developing a shared understanding of the critical drivers for SPP implementation in these countries. Learnings from global SPP experiences are especially relevant for developing a strategy for SPP implementation in India, which is the subject of discussion of Chapters 4, 5, and 6.
Only three reports, edited by IISD and UNEP, have attempted to map the geographical spread of SPP policies and practices at the global level. A perusal of the reports shows that most OECD countries had developed SPP policy framework in the early 2000s, and, gradually, developing countries also began adopting this framework post-2010. As of 2013, 56 countries had SPP legislative/administrative policy frameworks. However, since these reports are based on responses to a survey conducted by these organizations, findings do not depict the correct picture of the global spread of SPP policy and practices. There is always a possibility that either no one from a country participated in the survey or the participant's response does not reflect the ground situation. Therefore, there is a need to undertake a thorough research to capture real footprints of SPP policy and practices in various countries globally.
Countries have adopted SPP policy focusing on all three dimensions of sustainability. However, environmental concerns, such as energy and resources efficiency, and climate change, currently outshine others in coverage and focus in actual practice. There are many steps between appreciating the need for SPP policy and actual implementation of SPP policy in a country. These reports have identified barriers (expensiveness of sustainable products, lack of information and knowledge, and lack of technical capacity of procurers) and drivers (availability of national SPP legislative framework, support of political and organizational leadership, and policy commitment) for SPP implementation that still holds good. Measurement of environmental and social benefits and monitoring of SPP progress remain a challenge in most countries. All reports discussed in the chapter have flagged the need to develop life cycle methodology to remove the perception of the higher cost of sustainable products over the long term.
Europe has been a pioneer in GPP implementation. Most EU countries had a very early start and have transposed the GPP legislative framework based on EU procurement directives. However, despite having a common legislative framework, there is a wide spectrum of policies and practices that countries have adopted to best suit their developmental needs. Many countries have just started the strategic planning and implementation of GPP. On the other hand, some countries have fully implemented GPP in their public procurement and are now beginning to monitor and implement it to advance specialized issues, such as climate change and circular economy. Variation in approach, scope, and priority areas of the GPP program at various levels of government highlights the importance of local and national context for GPP implementation.
Most countries in Europe have performed better in integrating environmental dimensions than integrating social dimensions, a trend observed all across the globe. China's promotion of Energy Saving and Environment-friendly Products Catalogs in its GPP program also subscribes to the same trend. This shows continuation of the global trend observed by Laurie Kaye Nijaki and Gabriela Worrel (2012) that procurement policies have largely addressed either environmental concerns or economic development goals in a mutually exclusive manner, but have failed to incorporate the third value, equity, into the policy. One of the possible reasons for this imbalance could be that countries have invested far less in developing public procurement framework, scope, and variables for social dimensions in procurement than environmental dimensions (Nijaki and Worrel 2012). As a result, there is an urgent need to combine these two policy objectives through a specific approach to sustainable procurement that achieves concurrent goals of environmental sustainability, social equity, and economic development.
Variation also exists in the approach towards SPP implementation: voluntary or mandatory; this choice has also impacted the program's outcome. Countries with mandatory GPP criteria have done better in terms of GPP implementation in Europe. A high success rate in the procurement of energy and water conservation products in China can be attributed to a mandatory aspect of its policy. The European Commission’s decision in 2020 to introduce minimum mandatory GPP criteria and targets in sectoral legislation to speed up the uptake of GPP should be seen in the light of these experiences (EC 2020b). It is likely to set the trend towards a mandatory approach for GPP implementation worldwide.
The common success factors for achieving a higher level of maturity in the GPP implementation by some leading countries are:	a level of political commitment that goes beyond the GPP legislative framework;

	in-built flexibility in procurement regulations; and

	the ability of contracting authorities to identify opportunities to integrate and derive sustainability benefits.





For example, countries that rank high on the GPP maturity curve—e.g., Sweden, Denmark, the Netherlands, and Belgium—have gone beyond the GPP framework and their National Action Plans. Instead, they proactively develop stakeholders’ tools, resources, and capacity to integrate sustainability criteria in purchasing decisions. This conclusion also holds good for the national and sub-national governance levels in Europe and China: municipalities, where the political leadership has played a key role in effectively linking procurement to achieving a city's sustainable development plans, have done better in GPP implementation compared to others. Similarly, provinces in China that have taken measures to propagate environmental criteria in purchasing decisions beyond central GPP guidelines have been much more effective in GPP implementation. Thus, GPP implementation is not a one-time exercise but a journey that requires a continuous commitment from contracting authorities to challenge normative thinking and push boundaries.
One of the vital learnings from GPP experiences in European countries and China is that sub-national governments have considerable purchasing power; making them an integral part of the GPP implementation strategy is crucial for a wider spread of the GPP program. Moreover, they have convening power and play a key role in mobilizing stakeholders, disseminating information and knowledge on GPP implementation, and adapting GPP practices to their local context. In addition, sub-national governments have shown outstanding leadership and maturity by taking innovative measures to resolve SPP implementation challenges, develop new tools, and strengthen multi-stakeholder networks/platforms for learning and collaboration. Therefore, sub-national governments have to be an integral part of any strategy to drive GPP implementation in a country. They should be empowered through in-built flexibility in policy framework and encouraged to leverage their spending power to drive sustainability and achieve horizontal objectives.
However, in contrast to developed countries, developing and emerging economies face budgetary constraints and have enormous debt servicing obligations that make them reluctant to take the leap. Besides, citizens’ lower awareness of sustainability issues in these countries do not motivate governments to incur higher expenditure for sustainable procurement decisions. A possible solution proposed by many SPP advocates is life cycle costing in purchasing decisions that provide visibility of all costs, including non-price factors associated with products over their life; this could be an essential element of fiscal and sustainable responsibility. SPP advocates build a narrative around the use of LCC as award criteria in purchasing decisions to claim that SPP brings economic savings to contracting authorities in the long run.
A caveat here is that this makes a sound argument theoretically, but in practice, there is no publicly available data or empirical evidence to support this claim in an overwhelming number of cases. Even in countries with high GPP maturity, contracting authorities have used LCC in a limited way to award tenders; instead, they have focused on sustainability benefits to advance the case for SPP. The situation shows a disconnect between SPP advocates who harp upon LCC as a panacea for justifying a higher cost of sustainable products and SPP practitioners who are unable to mainstream its uses in purchasing decisions due to the complexity involved. There is an urgent need to highlight benefits to the environment and society as a result of internalizing externalities in LCC calculation in purchasing decisions. Proponents of SPP need to be careful that simply narratives will not win political leaders’ support for sustainable procurement until credible pieces of evidence back them. Procurement leaders need to present sustainable procurement to political leadership as a transformative policy aimed at delivering a high-quality public service: the goal should be promoting long-term benefits to the community and environment, not just bringing down the cost, i.e., higher VfM inclusive of environmental and social benefits.
At the same time, LCC is still an excellent tool to calculate and understand different costs associated with products. However, to increase the application of LCC in the evaluation of tenders, digital life cycle costing methods and resources must be urgently developed for public authorities; this would reduce the complexity significantly and mainstream its uses. The use of LCC may also be limited to complex, impactful procurement (such as infrastructure projects) above a certain threshold value where a simple tool such as ecolabel may not yield the desired result.
As discussed earlier, many international institutions, such as OECD, ILO, WTO, UNEP, ICLEI, GIZ, SPLC, IGPN, and EU SWITCH Asia, have played an essential role in advancing sustainable procurement policies, activities, and programs. They build the case for SPP and provide evidence-based tools and resources for implementing SPP at the ground level. For example, UNEP’s guideline on establishing and implementing a sustainable procurement program has been widely used in countries supported by them. Additionally, ICLEI and SPLC have developed various tools to facilitate procurers’ journey towards GPP. These tools include guidance documents, catalogs of greener products, evaluation tools for suppliers’ sustainability rating systems, and interactive tools to measure sustainable procurement activities. Such tools for contracting authorities have been critical to extending the GPP program in countries at local, regional, and national levels.
While the role of UNEP in spreading the SPP concept to developing and emerging economies is applauded, there is a need to revisit its mandates and bring accountability to the leadership. One Planet Network SPP Programme is built on the strengths and achievements of partner organizations: it responds to the challenges and recommendations provided by its members/partners through consultative and stock-taking exercises. Therefore, more members must be co-opted from developing and poor economies to bring diverse, fresh, and relevant opinions to decision-making. The so-called global review of SPP undertaken by UNEP in the past does not cover SPP practices in more than two-thirds countries in the world. In the absence of any credible research on SPP policy in these countries, the global discourse on SPP policy and practices remains a one-sided perspective of GPP in European countries. Such a lopsided story from the industrialized world leads to potential bias that can blind the global SPP community to SPP practices in the rest of the world. It is hoped that the next global review of sustainable procurement by UNEP, due sometime in 2022, would not limit itself to the same choice of countries for reporting SPP practices but would consider reaching out to all member countries of the United Nations to solicit their responses. Furthermore, when it comes to promoting social values through public procurement, UNEP must walk the talk. So far, its projects have been solely concerned with promoting environmental issues in public procurement. This also explains why the OPN Programme on SPP is not gaining traction in poor and developing economies; their local contexts necessitate prioritizing social values first in public procurement. 
World Bank and other MDBs can potentially exert a profound influence on countries’ administrative systems and practices, including procurement through development cooperation (Asquer and Marcialis 2014). Despite their efforts to realize the opportunity offered by SPP policy, there appears a lack of a shared approach to promoting sustainable purchasing in projects funded by them. In the absence of the shared approach, institutions have only partially succeeded in positioning public procurement as a strategic policy tool to drive and create markets to address societal needs. A shared program will provide a framework for leadership action and align market innovation. In addition, UNEP needs to have a formal agreement with the World Bank and other MDBs to utilize their institutional capacity towards professionalizing procurement workforces in member countries. The professionalization of public procurement officials, who often prioritize short-term price savings over sustainable outcomes due to budgetary constraints, is critical to maximizing the sustainability benefits of a procurement decision.
The chapter highlighted key areas where developing economies can learn from the SPP implementation experiences worldwide, especially in Europe and China, to fast-track their SPP implementation. These insights from developed economies can effectively be transferred to make lasting impacts on the success of SPP implementation in any country.	looking beyond creating policy framework and national action plan;

	developing tools for procurers, including a robust life cycle costing methodology;

	professionalization of procurement functions—networks and collaborative opportunity;

	the importance of sub-national governments in SPP implementation; and

	monitoring progress.





The foremost learning from GPP experiences in Europe is perhaps the unrelenting support of political leaders and decisive investment in creating institutions and tools to capitalize on green procurement as an enabler of circular economy and green growth. Some of these insights and learnings from these experiences will be tested in Chapter 6 for developing a strategy to seize opportunities for using the purchasing power to stimulate eco-innovation, resource efficiency, circular economy, and green growth in India.
As seen in the chapter, the SPP field is wide open for research and engagement with academia on issues: life cycle costing methodology, measuring impacts of sustainable procurement on environment and society, challenges faced by vendors, especially SMEs, in adopting sustainable practices, etc.; the list is very long. Nevertheless, we still build narratives around sustainable procurement without any data and empirical evidence. For example, having common criteria reduces the administrative burden for economic operators and public administrations implementing SPP; it makes sense. However, questions come up that are tough to answer without proper research: What benefits accrue to organizations in monetary terms? Factors that influence vendors to participate in green tenders and contracts? Would such common criteria kill the spirit of entrepreneurial innovation? How would this impact a company supplying products to different countries? What kind of challenges would suppliers face with a range of different levels of requirement for environmental or social standards together with the proliferation of different certificates and labels? How can procurement teams reinvent themselves to keep up with changing market conditions and consumer demands while remaining within the limitations of public procurement? How can contracting authority move from transactional relationships with vendors in public procurement to long-term partnerships to jointly address sustainability issues in the supply chain? These are some valid concerns for stakeholders involved in advocating and spreading SPP implementation, and answers to these questions would define how SPP will progress in the coming decades.
In the end, sustainable procurement has made a great debut. The current global pool of knowledge in this area is slowly building up but is based chiefly on SPP implementation experiences in the developed world. Currently, no one has an idea about the extent of sustainable procurement practices, in the broadest possible sense, happening worldwide though well attempted by UNEP to bring global review of SPP. Many works need to be undertaken to advance understanding of SPP policy and practices at the global level and realize the full potential of the state's purchasing power. Despite its relative lack of maturity, it undoubtedly has great potential to contribute to some of today's major economic and political problems. Lastly, public and private collaboration—both at horizontal and vertical levels would be the key to driving measurable change and scaling up SPP implementation that brings positive environmental and social changes in this world.
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4.1 Introduction
The previous chapters discussed how change in stakeholder’s perception regarding what constitutes a true value for taxpayers’ money in public procurement and finance led to the evolution of sustainable procurement and its footprints around the globe. Every country has a unique national, institutional, and cultural context and has convincing reasons for adopting and implementing SPP policy. Motivation for integrating sustainability criteria in the procurement process for procurers in a country “X” may or may not be the same for procurers in country “Y.” As we have seen, the applicability of sustainability criteria in purchasing decisions depends on how procurement policies are aligned with national development objectives, enabling policy framework and capabilities in the local context. At the very best, case studies and best practices on sustainable procurement can inspire stakeholders to emulate similar actions at their end; they cannot be replicated to the letter in different parts of the world as procurement practices vary. Nothing explains this phenomenon better than the variations observed in SPP practices in the different EU Member States, despite the common origin of their procurement regulations in EU Procurement Directives.
For this reason, Brammer and Walker (2011) have emphasized the importance of national policy context in implementing SPP policy as that would determine both focus areas and appropriate measures. This chapter aims to investigate India’s unique national development context and thoroughly examine relevant constitutional and administrative policy frameworks that can work as a bulwark for strengthening a sustainable procurement regime. The chapter begins with a review of India’s current national context and the evolution of public procurement in India during pre- and post-independence eras. A discussion on India’s unique developmental challenges, legal, and institutional frameworks for public procurement and the case for leveraging public procurement for addressing these challenges follow. Lastly, the chapter examines the opportunity present in existing socio-economic and environmental frameworks for facilitating SPP implementation in India. A deep understanding of existing policy frameworks in the context of integrating sustainability in purchasing decisions will inform stakeholders of the unique strengths and weaknesses of the legal and institutional public procurement framework for implementing SPP in India, which is the subject matter of Chapter 5. This discussion will further lay the foundation for understanding the challenges, opportunities, and strategies for SPP implementation in India in subsequent chapters.
4.2 Three Decades of Economic Growth
India, the world’s largest democracy, has been growing at a remarkable pace over the last three decades. Over these years, the average economic growth has been 7%, one of the highest among large economic countries in the world. Pre-pandemic, in 2020, it was the sixth-largest economy globally, rubbing shoulders with the UK and France (World Bank 2021). Despite the contraction of its economy in 2020 due to the COVID-19 pandemic, Goldman Sachs and Morgan Stanley have forecasted a stronger growth in the long term (Mulye 2020), meaning India’s economic development will continue at similar pace.
Robust economic growth during this period has lifted millions of people out of poverty in India: India’s average per capita annual income has risen from $303 in 1991, the year in which liberalization of the economy began, to approx. $2100 in 2019 and declining to $1927 in 2020 (World Bank 2020a). Ahluwalia (2005) has described liberalization of the economy primarily to mean establishing the private sector as an engine of growth, shifting from government regulations to market forces, and opening the economy to international trade, foreign investment, and foreign technology. The opening of the economy, of course, had far-reaching impacts: during the period 1993–1994 to 2011–2012, as per the Tendulkar Committee Report, the percentage of people living below the poverty line came down from 45.7 to 22.0% (Planning Commission 2014). In a decade following reforms, nearly 100 million people came out of abject poverty as a result of economic development following reforms (Tharoor 2007). Zhang (2011) has also observed that economic reforms resulted in the elevation of hundreds of millions of citizens above the poverty level, the creation of a rising middle class, increase in FDI, and spur in economic development. The researchers have attributed the post-liberalization reduction in poverty level to a combination of factors, such as higher economic growth, agricultural growth, rural non-farm employment, increase in real wages for rural laborers, and employment generation programs like the Mahatma Gandhi National Rural Employment Guarantee Act (MGNREGA). These are undoubtedly commendable achievements; however, the Indian economy still faces daunting challenges and possible pitfalls as discussed in the following paragraphs.
Despite unprecedented economic growth in the last three decades, according to World Data Lab (2022) India remains home to the second largest population in extreme poverty. The percentage of people living below the poverty line has been falling, yet pulling the remaining population out of extreme poverty before 2030 is a challenge. The same is true for the percentage of malnutrition children in India that remains more than 10%. Ironically, while economic development is hailed as the panacea of poverty reduction and malnutrition, development itself brings along its problems. For example, the Gini wealth coefficient, a measure of inequality, for India has risen from 0.67 in 2002 to 0.83 in 2019. In other terms, in 2019, the top 1% of the population held 42.5% of national wealth, while the bottom 50% held a mere 2.8% of national wealth (Oxfam India 2019). These figures show that growth has disproportionately benefitted a minuscule percentage of the population, while the majority received only a tiny fraction of developmental benefits. Ergo, growth in GDP does not benefit all Indian citizens equally. Rising inequality in India is a matter of concern as it leads to an increase in consumption inequality and compromises the pace of poverty reduction. It also feeds into a vicious cycle of inequality in society regarding access to health, education, and opportunities, thus thwarting the flow of benefits of economic development to many.
4.3 Impacts of Rising Population, Urbanization, and Spending Power
Economic growth during this period is also underpinned by three concurrent trends, namely population explosion, rising disposable income in the hands of people, and urbanization, which outline current and future consumption and production trends in India.
India’s current population is approx. 1.35 billion and is projected to become the most populous country globally at 1.66 billion by 2023 (UN DESA 2022). This puts India in a very precarious situation regarding resource availability: it has only 2.4% of the world surface area at its disposal to support a whopping 17.7% of the world population. Such limited resources thinly spread over an increasing population would put enormous pressure on essential services, such as access to education, health, water, sanitation, and transport in coming decades.
A unique feature of Indian demography is its young population. It is one of the youngest countries globally, with 65% of the population under 35. According to Chandrashekar et al. (2006), the average citizen is 29 years old in India, compared to 37 in China and the USA, 45 in West Europe, and 48 in Japan. By 2030, 77% of India’s population will comprise Millennials and Generation Z, as shown in Fig. 4.1. Though this demographic profile is favorable for economic growth, the realization of economic benefits stemming from favorable demography would depend on policy choices. India’s inability to reap these benefits by improving governance, creating efficient infrastructure, adhering to prudent fiscal and monetary policies, supporting competitive financial markets, and investing in education and health systems may lead to economic stagnation (Bloom 2011).[image: ]
Fig. 4.1India’s population by age group
(Source Consultancy.Asia 2019)



During the last three decades, robust economic growth has also resulted in a steady rise in the middle-class share in India’s total population. According to Kharas (2010), the share of the Indian middle-class population is projected to jump from 5–10% in 2010 to 90% by 2040. Figure 4.2 shows trends in income distribution for the period 2005–2039. It may be seen that the share of the middle-class population has already reached about 50% in 2019 (Ojha and Ingilizian 2019).[image: ]
Fig. 4.2India’s income distribution during 2005–2039
(Source Kharas 2010)



With rising income levels, millions of Indians have moved into a new consumer category, demanding more goods, works, and services. As per a study done by Bain & Company for the World Economic Forum, consumer spending in India will increase from $1.5 trillion to a massive $5.7 trillion by 2030; 50% of the increased consumer spending will be used to buy more products and services already being consumed today (WEF 2018). The consumption growth will not be limited to urban consumers but also rural consumers, as they increasingly aspire to have the same standard of living. Moreover, in the long run, the disparity in consumption patterns of rural and urban consumers would get blurred because of a dramatic increase in informational availability caused by a proliferation of smartphones and increased penetration of internet services.
As shown in Fig. 4.3, the growing Indian middle class will dramatically alter India’s share in global middle-class consumption in the coming decades. It can be seen from the figure that Indian middle-class consumption will have the largest share in the global middle-class consumption by 2050. A younger Indian population, combined with a rising income level and a burgeoning middle class, would mean that demand for goods, works, and services to meet consumption needs will skyrocket in coming decades, exerting tremendous pressures on the already stressed environmental conditions. For example, as per World Health Organization, 14 Indian cities were among the top 20 most polluted cities globally (WHO 2018). As per NITI Aayog (2018), a government think-tank in India, about 600 million Indians live under high to extreme water stress conditions. About 200,000 people die every year due to inadequate access to safe water.[image: ]
Fig. 4.3Share of India’s middle-class consumption in the global middle-class consumption
(Source Kharas 2010)



As of 2017, 377 million people living in urban cities generate 62 million tons of municipal solid waste per annum, out of which approx. one million tons is plastic waste (Lahiry 2017). Urban India is already the third largest garbage generator globally, and the quantum of waste generated is expected to rise to 436 million tons by 2050 (Bhatia 2016). Similarly, while India might have the lowest per capita GHG emission among G20 nations, its aggregate emission is the third-largest globally, behind China and the USA (Karstensen et al. 2020). A clear trend towards urbanization, accompanied with population growth and a burgeoning middle class, is visible in India. As per the 2011 census, 31% of the Indian population was living in urban areas. Rural populations consistently move to urban centers seeking employment opportunities and access to health care and education. The percentage of the population living in urban areas is expected to touch 60% by 2050. The current pace of urbanization seen in India is exceptional, probably seen previously only in China. It is forecasted that India will have 68 cities with a million-plus population by 2030. In total, 600 million people will be living in urban India, representing 15% of the world’s urban population (UN 2011). Increased urbanization would naturally mean more housing, energy, education, health care, and infrastructure (water, sewage, transportation, waste disposal) to meet consumption needs. However, it is a fact that urbanization in different parts of the world has resulted in environmental degradation, causing land insecurity, worsening water quality, excessive air pollution, noise, and waste disposal problems in cities (Uttara et al. 2012). It typically causes significant strain on land cover, native habitats, biodiversity, ecological commons, and the ecosystem as a whole that underpins human well-being (Narain 2009). In all probability, the current urbanization pattern in India will continue to wreak havoc unless policymakers internalize sustainable and low carbon development into urban planning.
Giegrich et al. (2013) have estimated that by maintaining the current growth rate the total material required to meet consumption needs will triple to 14.2 billion tons by 2030 compared to 2009. India would require approx. 2.7 billion tons of biomass, 6.5 billion tons of minerals, 4.2 billion tons of fossil fuels, and 0.8 billion tons of metals in 2030, taking average per capita consumption to 9.6 tons (Giegrich et al. 2013). In pessimistic and optimistic growth scenarios, the total requirement would further reach 17 billion tons and 47 billion tons‚ respectively, by 2050. Simultaneously, non-metal, biomass, etc., requirements will also grow exponentially, as shown in Fig. 4.4. The biggest worry on the minds of policymakers in India should be sourcing these resources when its average per capita consumption reaches 9.6 tons, close to the global average. The question becomes more puzzling when one considers that the total resources available on Earth are only 8 tons per capita. Countries around the world are chasing after the same resource reserves. Besides planetary limitations on resources from Earth, there are other challenges to consider, such as shrinking geological availability, growing cost resulting from a spike in demands, growing risks in the supply chain, and social license to operate and extract. For example, extraction of many resources has become unviable because of the increased cost of mining, environmental‚ and otherwise. Way back in 2001, India had to close Kolar Gold Field as the extraction of gold from the mine became uneconomical. Also, over-exploitation of existing non-renewable resources might affect India’s natural capital and impair its ability to support its population and economy in the future. India is a net importer of resources, including coal and petroleum. India’s dependence on imports to meet the critical raw material needs such as cobalt, nickel, and lithium, required for an e-vehicle ecosystem, would affect the trade balance adversely and increase the vulnerability of the Indian economy to geopolitical and economic risks.[image: ]
Fig. 4.4India’s projected resource requirement by 2050
(Source TERI, DA and GIZ 2016)



The discussion on India’s current and future consumption trends shows that the current consumption pattern is unsustainable. The discussion in the following paragraphs focuses on how India is placed in terms of efficient use of resources to meet the consumption needs of citizens in the coming decades. It will inform the reader how well India’s production systems is geared up to meet the challenges of the coming decades.
Resource efficiency can be understood as producing more products, works, and services using fewer resources. It can be achieved by either minimizing the input per unit output or maximizing the output per unit input. European Commission has defined resource efficiency asUsing the Earth’s limited resources in a sustainable manner while minimizing impacts on the environment. It allows us to create more with less and to deliver greater value with less input.1




Since the concept of resource efficiency is based on a life cycle perspective, it presents an opportunity to achieve resource efficiency at different stages of a product life cycle (Bhattacharya and Kapur 2019). EEA (2011) has observed that increasing attention on resource efficiency policy is driven by concerns related to environment (e.g., sustainable development) and economy (e.g., the energy crisis, rising costs of resources, the need for a deep economic reform, future resource scarcity‚ or reducing dependence on imports).
One of the most widely used indicators for measuring the efficiency of an economy, Material Intensity (MI), is the amount of materials directly used in an economy to produce one unit of GDP. Similarly, Energy Intensity is used to measure energy use efficiency, defined as the amount of energy used to produce one unit of GDP. Thus, material intensity is the leading indicator for evaluating the efficient use and productivity of natural resources in the economic process. However, measuring resource efficiency presents a challenging proposition given the large datasets required to measure input/output indicators.
According to the Sustainable Competitiveness World Map (Fig. 4.5) published by SolAbility, a sustainable intelligence think-tank, India ranks 131 in the global Sustainable Competitiveness Index 2019 ranking (SolAbility 2019). The index measures the ability of a country to generate and sustain inclusive wealth without diminishing the ability of the future generation to achieve and sustain current wealth levels. The ranking is based on a combination of factors, such as natural capital, social capital, resource efficiency, sustainable innovation, and governance capacity. India is poorly placed at 137 out of 180 countries in the Resource Intensity World Map 2019 (SolAbility 2019). It shows that Indian industries are more resource-intensive and require more resources to produce one unit of GDP than industrialized nations. A similar interpretation could be drawn from Fig. 4.6 that compares India’s energy, resource, and water intensity with that of countries in the Asia Pacific.[image: ]
Fig. 4.5The Sustainable Competitiveness World Map 2019
(Source SolAbility 2019)
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Fig. 4.6Comparison of India’s energy, resource‚ and water intensity with others
(Source UN ESCAP 2018)



This demonstrates that Indian industries are working at sub-optimal level and have to do a lot to catch up with the best resource efficient peers by leapfrogging using cleaner technology. It further shows that India needs to consciously work towards directing public and private investments to lift the production frontier in the economy. The United Nations Economic and Social Commission for Asia and Pacific (UN ESCAP) has developed a Resource Efficiency Simulation Tool that allows any country to simulate potential gains of enhancing material, energy, and water efficiency (UN ESCAP 2020). If this simulation runs for India, the result shows that India can save 1941 million tons of materials costing around USD162.65 billion, enabling the creation of 286.5 million jobs annually by bringing its resource intensity to the level of the regional best in the Asia Pacific (UN ESCAP 2020). UN ESCAP (2020) also estimates that bringing India’s energy efficiency to the level of the regional best could result in savings of 3581 million megawatt-hours (MWh), the creation of 63.56 million jobs annually, and a reduction in 748.22 million tons of CO2 annually. These estimates of potential gains show that only by improving resource efficiency in production process, India stands a chance to meet the consumption needs of her citizens while remaining within planetary boundaries.
4.4 India’s Developmental Challenges
Rising consumption needs and below-par resource, energy, and water intensity suggest that India, like the rest of the world, will face numerous developmental challenges in the coming decades. There is no doubt that India needs to grow economically to take people out of poverty and raise their standard of living. The question is how India will grow from here on out? On the one hand, India’s consumption is projected to grow exponentially in the coming decades. However, on the other hand, Indian industries are not resource-efficient enough to produce products, works, and services to meet the growing consumption needs of people. On top of that, India is critically dependent on importing raw materials to meet its growing requirements. It is evident that higher resource consumption in India will not be sustainable without a clear direction to enhance resource efficiency. Much would depend on policy choices exercised by the government in directing investment in sectors that care for environmental sustainability, social harmony, and well-being of people.
In recent times, political leaders in India have made statements about creating a “New India.” However, no publicly available document articulates the vision of “New India.” It is assumed that the vision of “New India” primarily relates to India becoming a high-middle-income country by 2030 and its citizens enjoying a higher standard of living. This ambitious goal might be aspirational, but it would indeed make a difference if it is put on paper and implemented at central, state, and municipal levels. In light of the discussion in this chapter so far, it is apparent that achieving this goal is contingent on incorporating sustainability into the idea of development. In order to work towards this goal, apart from ideals and promises, these goals need to be translated into policy documents, and a clear quantitative target is set for vital economic operators, including public agencies. For instance, how can the government do a better job of putting sustainability principles into practice while achieving higher economic growth? How can the government deliver on promises of cleaner air, reliable water supplies, free-flowing traffic, energy-efficient buildings, less waste, and more imaginative land use? How can they ensure inclusive growth so that the current level of inequality is brought down and no one is left behind? Government must acknowledge that the traditional focus of policy on end-of-pipe measures to address environmental problems resulting from economic activities has not helped; a shift in focus is essential to prevent problems at their source.
Above all, a critical change is required in the current mindset of people, including policymakers, who deem environmental degradation and biodiversity loss as the regrettable price a country must pay for industrialization and economic development. It must be recognized that economic development and sustainability are not a zero-sum game. India would need to consider the total cost of goods and services to prevent environmental degradation due to economic development. For example, ironically, India spends less than 2% of its GDP on health services, whereas it bears the cost of air pollution from burning fossil fuels, estimated at more than 5% of GDP (Farrow et al. 2020). According to the recent report in Lancet Planetary Health, one in every eight deaths in India is due to air pollution (Dandona 2019). India can reduce its health cost of air pollution by purportedly focusing on reducing fossil fuel emissions. The window for taking concrete measures to mitigate fossil fuel emission is slowly narrowing down. With world leaders agreeing to take measures to limit the atmospheric temperature rise to 1.5 ℃ at COP 26 in November 2021, the clamor for India pledging stricter targets became louder. India declared to become net-zero by 2070 and pledged to reduce its emission intensity by 45% by 2030. Similarly, other associated problems due to environmental degradation are only going to mount up from here on. India does not seem to have much choice and time but to make a course correction to safeguard the environment and society now rather than later.
India also needs to be conscious that the economy and environment interact at different scales and across time. Therefore, the government needs to address sustainability challenges—local (water, waste), regional (air, water pollution), and global (climate change)—in a holistic way that does not simply shift the burden from one natural system to another or one geographical location to another or over time. Strengthening public procurement system would be central to address these challenges, considering the scale of public procurement and its role in creating enabling environment for private businesses and crowding-in complementary private investment.
4.5 Legal and Institutional Public Procurement Framework in India
India’s current public procurement framework owes much to the development of policies and practices during British rule. One of the reasons for developing such a framework could have been to facilitate the growth of trade and commerce during pre-independence India. However, leaving aside the political context of that time, procedures, and practices prevailing during that time, as we will see later in the chapter, provided a foundation for establishing public procurement policy when India got independence on 15 August 1947. Therefore, it is critical to look at the public procurement framework during the pre-Independence era, as many provisions are very much part of India’s current procurement and contract management practices.
4.5.1 Public Procurement Framework in Pre-independence India
There has not been a concerted effort to study the development of public procurement framework in India; a similar trend observed globally in Chapter 2. However, some research points to a long history of the origin of public procurement in India. Nyeck (2012) has argued that many countries like India, Egypt, etc. had administrative guidelines describing public procurement policy and practices for purchasing goods, works, and services before they became colonies of Great Britain. Though it is beyond the scope of this chapter to discuss all available information to support the argument made by Nyeck (2012), the following sections aim to add a few examples.
The Arthashastra, by Kautilya, dating back to the fourth century BC, is an ancient Indian treatise on statecraft, economic policy, and strategy and has been often referred to understand olden practices in the context of public policy development in India. For example, it mentions that the state has to carry out mining operations, manufacturing, facilitate cattle breeding and commerce, construct roads, and setup markets (Shamasastry 2012). Shamasastry (2012) provides detailed accounts of types of agreement, essential conditions for agreement to be legally valid, procedures for resolution of disputes arising out of agreements, and penalty for non-performance of agreement during the Mauryan empire (approx. 321 BC to 185 BC). Though the word “contract” does not appear anywhere in the text of the Arthashastra, it appears the use of the word “agreement” has the same essence. Thapar (2006) further notes that building roads to facilitate administration and open up trade through linking towns was a part of state public expenditure during that period. Such reference in an ancient Indian treatise on statecraft signifies the existence of a framework guiding the procurement of goods, works, and services during those days. Moreover, there is evidence to support that some of the known institutions, like the public work department, dedicated to the procurement of works, originated during the olden days. For example, during the Firuz Shah period (from 1351 to 1388 AD) in Delhi, the state had a dedicated Public Work Department that undertook the construction of palaces in various cities, dams, and hospitals and allocated adequate funds to pay wages to dedicated staff for the procurement of supplies (Syros 2021). Puri (1968) observes that the system of administration and governance established during the Mauryan period was carried forward by subsequent empires in India with some minor changes; it would be fair to conclude that ancient and medieval India had some guidelines for regulating the procurement system in their states.
After the British took control of India, public procurement rules and regulations prevailing in Britain also got their due legitimacy in India and became a primary means for business transactions. These rules and regulations were part of broader policy instruments to maintain royal control over bureaucracy, public spending, and foreign policy. The earlier approach of Great Britain to have administrative circulars governing public procurement practices instead of rules with legal status is still followed in India. Many acts, such as the Indian Contract Act 1872, Sale of Goods Act 1930, and Arbitration Act 1940, bedrocks of contract management in India today, have their origin during the colonial period. Among various acts and rules brought by the British to govern India, the Government of India Act 1935 was an important milestone towards a responsible government in India. The Part VII of the Government of India Act, 1935, exclusively dealt with the power to make contracts (UK Government 1935). It shows that the British government in India considered public procurement as an essential tool for achieving governance objectives.
Several institutions have their origin in the pre-independence era for managing specific procurement activities. For example, the Central Public Works Department (CPWD), an agency dedicated to planning, construction, maintenance, and repairs civil works in India, was established in 1854. It has executed many major construction projects before independence, including the Indian Parliament, President House, North, and South Blocks, etc. Such mega-structures would not have been possible without established procedures for awarding tenders to eligible contractors. While CPWD appears to be the main arm of Government of India for procurement of works, the Directorate General of Supply and Disposal (DGS&D), an erstwhile central purchasing organization of Government of India post-independence, was devoted to procurement of goods. It owes its origin to the India Stores Department, established in 1860 in London to purchase imported stores. In 1922, the Indian Stores Department was established in Delhi in the industry department of the Government of India to enhance competitiveness in the bidding process and facilitate participation of local industries (Dept. of Com. 1925). In 1974, the Ministry of Defence and the Ministry of Railway were allowed to manage the procurement of items exclusively used by them. The existence of Codes (as discussed later) of the British era suggests that there must have been dedicated staff, though not necessarily professionals, dealing with different procurement activities. In those days, planning, execution, maintenance, and repairs of civil works were considered engineering works and not public procurement in the modern sense. Post-independence, these institutions have continued to share the significant burden of procurement of goods, works, and services for different ministries and departments of the Government of India.
As the procurement activities increased, those practices got codified in the form of Codes and Manuals. For example, the current Indian Railway Code dealing with procurement policy was earlier known as State Railway Code for the Stores Department and initially published in 1938. It was subsequently reprinted/revised in 1947, 1959, 1970, 1975, and 1990 (MoR 1990). Similarly, the Government of India made the first attempt to codify procurement procedures in ministries and departments in independent India by publishing the General Financial Rule (GFR) in 1947, which was later revised in 1963, 2005, and 2017 (MoF 2017). Thus, pieces of evidence from the secondary sources corroborate the view of Nyeck (2012) that the Government of India had administrative guidelines describing public procurement policy and practices for purchasing goods, works, and services even during pre-independence days.
The evidence gathered from informal sources suggests that the different states of India also had their codes and manuals for procurement during those days. For example, the preface to the Government of Assam’s Public Works Department Code 1942 edition and reprinted in 1957 mentions the existence of Assam Financial Rules 1939 that included rules related to public works. In addition, many other states also had their own Financial Rules that predated the independence of India. Therefore, it can be seen that public procurement was well regulated both at Central and State levels during the pre-independence India.
4.5.2 Development of Public Procurement Framework Post-independence
Post-independence, India got its own Constitution that establishes the structure, procedures, powers, and duties of government at central and state levels and sets out the relationship between the three organs of governance—Executive, Legislature, and Judiciary. Under Article 53 of the Constitution of India, the President is the executive head of the Union of India. Article 298 of the Constitution of India stipulates that executive power of the Union and States shall extend to any trade or business activities and to the acquisitions, holding and disposal of property and conclusion of contract for any given purpose. Article 299 authorizes executive of central and state governments to enter into contracts for goods, works and requires them to protect the fundamental rights enshrined in the Constitution (Article 14—Right to equality before law and Article 19(1)g—Right to carry on a profession). The Constitution further stipulates that these services shall be carried out in the name of the President of India and the Governor of the State‚ respectively. Interestingly, Article 175(3) of the Government of India Act 1935, mentioned above, also had a similar provision; this is another instance of India borrowing the public procurement framework from its earlier ruler. As per clause 4(2) of the Allocation and Transaction of Business Rules, the President of India has vested all financial powers of the Government of India to the Ministry of Finance. In turn, the Delegation of Financial Powers Rules (DFPR) issued by the Ministry of Finance further delegated this power to central ministries and departments.
Under the Constitution, Union and State legislatures have exclusive power to enact a law on subjects listed under the Union and State lists, respectively. For subjects under the Concurrent List, both the Parliament and State legislature can enact the law. However, the law made by the Parliament will override a law enacted by the State legislature to the extent of conflicting provisions. “Procurement” does not figure specifically in any list. However, categories like “trade and commerce,” “production, supply and distribution,” and “contract,” which are closely related to procurement fall under the Concurrent List. Many legislatures at the Union and State levels have supported this view: many State legislatures in India have framed laws on public procurement. The Union legislature also attempted to make one in 2012–2013. Therefore, it is a well-settled view that public procurement falls under the Concurrent List of the Constitution.
The contracting authorities derive their power to enter into a contract directly from the Constitution, acting on behalf of the President of India or the Governor of the State. Moreover, Article 14 of the Constitution requires authorities at both Central and State levels to protect the fundamental rights of all citizens and treat them equally; this is applicable even while soliciting public tenders. Therefore, the right of vendors and contractors to equal opportunities in public tenders is guaranteed by the Constitution.
In 2012, the Union Government of India tried to legislate a law to regulate public procurement in central ministries and departments, Central Public Sector Undertakings, and autonomous body of Government of India. The Public Procurement Bill 2012 was introduced in the Lok Sabha.2 However, the bill lapsed as a result of the dissolution of the 15th Parliament of India. Therefore, public procurement procedures in central ministries and departments and Central Public Sector Undertakings of the Government of India are still regulated by administrative rules and guidelines introduced initially by the British colonial government. By contrast, the UK has already switched to legislation to regulate public procurement procedures and practices. It is bizarre that India has 993 legislations on various subjects at the end of December 2021 (MoLG 2021) but does not have legislation on a subject that accounts for government expenditure amounting to 15–30% of GDP!
Notwithstanding the approach adopted by the Center to govern public procurement, some States, namely Tamil Nadu, Karnataka, Andhra Pradesh, Assam, Punjab, and Rajasthan, have enacted laws to govern procurement procedures. For example, Tamil Nadu and Karnataka enacted Tamil Nadu Transparency in Tenders Act and Karnataka Transparency in Public Procurement Act in 1998 and 1999, respectively. It was more than a decade earlier when the Union Government felt the need for such legislation in 2012. In addition, some States have explicitly endorsed the strategic role of public procurement. For example, Rajasthan Transparency in Public Procurement Rules 2013 recognizes public procurement as a strategic function of the government and a mechanism for supporting economic development, conserving resources through sustainable criteria, creating jobs, and promoting the growth of industries including SMEs.
Furthermore, it recognizes the crucial role of trained procurement professionals in effective usage of public funds. In March 2021, the Government of Rajasthan invited a consultancy assignment for training and capacity building of more than 639 thousand public officials involved in public procurement. The objective is to develop and implement a minimum standard and certification to strengthen the public procurement system. This initiative shows that some States have not only recognized strategic use of public procurement but are also taking proactive measures in professionalizing their procurement system.
As per the Allocation of Business Rules of Government of India, the Ministry of Finance is the custodian of public procurement policy at the Central level. The General Financial Rules (GFR) 2017, issued by the Ministry of Finance, outlines certain basic principles for general financial management and procurement procedures: Chapters 5, 6, 7, and 8 deal with the procurement of works, goods, and services, inventory management, and contract management. Procurement being part of the GFR shows its important linkage with public finance and the role of strategic budgeting; annual budget process; and appropriation of funds from budgets for identified requirements in facilitating achievement of final outcome and VfM (World Bank 2022). The Ministry of Finance has also issued the Manual for Procurement of Goods 2017, the Manual for Procurement of Consultancy and Other Services 2017, and the Manual for Procurement of Works 2019; these reflect recent changes in GFR 2017﻿.3 These manuals are consistent with fundamental principles of transparency, fairness, competition, economy, efficiency, and accountability in public procurement. Adherence to these guidelines by different ministries is voluntary; it is also left to the ministries to expand these rules into detailed rules and procedures.
Some ministries and departments have their own Codes, Manuals, and Guidelines to govern their procurement process. For example, among many other manuals and circulars, the Ministry of Railway has two volumes of the Indian Railway Code for Stores dealing with procurement and supply chain management. The Ministry of Defense has a separate Defense Procurement Procedure 2002, later revised in 2016, for capital and revenue acquisition. The Central Public Works Department (CPWD) has its own Works Manual 2012 that provides a basic framework for planning, designing, and executing construction works. Earlier, the DGS&D used to enter into a framework agreement for commonly used items in central ministries. Its new avatar, the Government e-Market (GeM), provides a platform for vendors and procurers to buy commonly used goods and services. However, it no longer uses framework contracts for commonly used items in the central ministries and departments.
GFR and Manuals are also applicable to Central Public Sector Undertakings (CPSUs) and autonomous bodies under the central government. There are currently 227 CPSUs under different ministries of Government of India and several hundred autonomous bodies under the Union Government. The Department of Public Enterprises (DPE) reiterates the procurement provisions issued by the Ministry of Finance to make them applicable in CPSUs.4 In turn, different CPSUs, such as Air India (Air India 2018), Coal India (Coal India 2020), Hindustan Shipyard Limited (Hindustan Shipyard 2015), and Oil and Natural Gas (ONGC 2015), have their guidelines governing procurement within their respective jurisdictions. Similarly, different autonomous bodies follow their respective guidelines for procuring goods, works, and services.
State Governments derive the authority to undertake procurement from the Constitution of India like the central government. Under the Constitution of India, the Governor of State is empowered to define the allocation and transaction of business rules. While some states, as discussed above, have enacted laws that govern the procurement of goods, works, and services, most states in India have administrative guidelines that govern procurement within their geographical boundaries. Some states, such as Odisha, Gujarat, and Himachal Pradesh, have their own General Financial Rules and Delegation of Financial Power Rules. Therefore, it can be seen that regulations governing public procurement in States vary in scope, intended effect, and performance. Procurement at the municipal level usually follows the procurement procedure of the State where the municipality is situated. However, some large municipal corporations, such as Mumbai, Kolkata, and New Delhi, have their own procurement manuals. They also independently publish their tenders online on their websites.
Although the Ministry of Finance is the custodian of public procurement policy as per the Allocation of Business Rules of Government of India, other line ministries of the Government of India also issue guidelines regarding matters falling within public procurement domain. For example, Public Procurement Policy for Micro and Small Enterprises (MSEs) Order 2012, later revised in 2018, was issued by the Ministry of Micro, Small, and Medium Industry. The Ministry of Commerce and Industry issued Public Procurement (Preference to Make in India) 2017. Now this ministry controls Government e-Market (GeM) and issues manuals for its use. Policy for providing preference to domestically manufactured iron and steel products in government procurement (DMI&SP Policy) 2017, subsequently revised in 2019, was issued by the Ministry of Steel. The Ministry of Electronics and Information Technology (MeitY) issued the policy on Preference for Domestically Manufactured Electronic Goods 2013 in government procurement. This now stands subsumed in the Make in India (MII) policy. Even oversight bodies, such as the Central Vigilance Commission (CVC), regularly issue orders on procurement-related topics. World Bank (2022) has concluded that the normative and regulatory functions of public procurement in India are fragmented both at the Central and State levels.
These legislative and executive orders, issued by the Ministry of Finance and other sectoral ministries, as shown in Fig. 4.7, broadly constitute a public procurement framework in India. It goes without saying that multiplicity of regulations governing public procurement adds complexity to the procurement process. Orders issued by multiple ministries/organizations have led to various rules, guidelines, procedures, directives, standard bid documents, and contract clauses. Recently in October 2021, the Government of India issued Model Tender Documents for procurement of goods and non-consultancy services as a part of continuous procurement reform. The Ministry of Finance also issued general instruction on procurement and project management in October 2021 in response to CVC, CAG, and NITI Aayog calls to update procurement rules and procedures to present-day needs and empower project implementing authorities to take better decisions (MoF 2021). Among various notable changes, it has permitted the use of Quality-cum-Cost Based Selection (QCBS) for procurement of Works and Non-Consultancy Services subject to certain conditions. However, the maximum weight of the non-financial parameters shall in no case exceed 30%. The Special Tender Committee nominated for this purpose will recommend specific quality/technical parameters, scoring methodology, the minimum qualification score, and weight for non-financial factors for fair and transparent quality/technical evaluation of the bids. In order to align interest of stakeholders, the guidance note has also provided for incentive structure, including financial and non-financial aspects linked with measurable parameters of outcome/output. Incentives to contractors could be provided by giving additional bonus, better rating‚ and recognition for early/timely and quality completion of projects. These changes in procurement and project management bode well for inclusion of sustainability criteria in procurement of works and non-consultancy services.[image: ]
Fig. 4.7Sustainable Public Procurement framework in India


However, multiple rules and procedures issued by different ministries leave scope for interpretation and create confusion among contracting authorities; it becomes challenging for a contracting authority to assemble and check all current instructions on any topic. In addition, the sheer number of codes and manuals at central and state levels makes procurement a tedious process for vendors and contractors intending to participate in public tenders of different states and ministries. Fragmented rules and procedures also raise concerns of lack of accountability of public office and non-transparent procurement practices, especially at the lower level of governance. Put simply, it affects the ease of doing business and negatively impacts the efficiency and effectiveness of the procurement system, leaving no one responsible for undertaking a major procurement system overhaul.
Despite these infirmities, the fundamental principles of efficiency, economy, and transparency hold good. Rule 137 of the GFR 2017 stresses that the fundamental objective of procurement activity is efficiency, economy and transparency, the fair and equitable treatment of suppliers, and the promotion of competition in public procurement. The framework of rules and procedures at all levels of government requires advertisement of tenders open to all qualified firms without discrimination, use of non-discriminatory tender documents, open public bidding, and selection of the most advantageous tender considering all pre-disclosed factors. Somasundaram (2011) has observed that the procedural framework in place at different levels of government to oversee and administer public procurement in India is similar to that of the World Bank guidelines, UNCITRAL Model Law, or other goods practices in public procurement.
In 2017, the World Bank carried out the first global benchmarking study to analyze the public procurement regulatory framework in 180 countries, including India (World Bank 2016). The report provides a comparative evaluation of legal and regulatory framework based on a survey of 1900 professionals representing various disciplines across the world. The higher the score, the better the private sector’s ability to participate and win contracts in public tenders in that country. Table 4.1 presents the result of the study. It can be seen from the comparative scores obtained by different groups of countries that India’s score is higher than the world average and just a notch down from the average for OECD countries. The report marks India’s performance as reasonably good in terms of the framework of procurement rules, procedures, and documents. Therefore, it can be concluded that India’s public procurement framework has a solid foundation and is a reasonably good functioning system.Table 4.1Comparative scores of countries in benchmarking study


	Parameters
	Description
	India
	World
	OECD
	BRICS

	1
	Needs assessment, call for tender‚ and bid preparation
	63
	59
	73
	70

	2
	Bid submission
	75
	64
	65
	76

	3
	Bid opening, evaluation‚ and award
	50
	58
	60
	63

	4
	Content and management of procurement contract
	68
	65
	66
	76

	5
	Performance guarantee
	54
	50
	40
	61

	6
	Payment of supplier
	59
	47
	76
	53

	Average score
	62
	57
	63
	67


Source World Bank (2016)



4.5.3 Judicial Review and Oversight Agencies
As mentioned above, Article 14 of the Constitution of India guarantees the right to equality and non-discrimination. This makes it obligatory for all contracting authorities to promote non-arbitrary and reasonable procedures and treat all suppliers fairly and equitably. In case of violations, the aggrieved party may approach a Court to review the purchasing decision made by the contracting authority. Furthermore, the Judicial System in India allows even a third party to file a Public Interest Litigation (PIL) against contracting authorities both at the central and state level in case of procurement irregularities. The aggrieved party may also seek information related to the decision-making process on any procurement case under the Right to Information (RTI) Act 2005.
There are other independent institutions, such as Lokpal and Lokayuktas, Central Vigilance Commission (CVC), Central Bureau of Investigation (CBI), and Comptroller and Auditor General (CAG), that examine alleged violations in purchase procedures. The independence of these oversight bodies and judicial systems ensures that a contract is awarded without violation of cardinal principles of public procurement. The contrast that needs to be noted here is that though public procurement is still governed through administrative rules and guidelines, these oversight bodies derive their power from parliamentary acts.
At central and state levels, respectively, Lokpal and Lokayukta, appointed under Lokpal and Lokayuktas Act 2013, are the apex authority for inquiries into complaints of corruption against public servants. The Center and most States have appointed Lokpal and Lokayuktas in their States. However, the aggrieved party may also approach the Central Vigilance Commission (CVC), constituted under Central Vigilance Commission Act 2003, to seek investigation into cases of procurement irregularities. As noted earlier, CVC has issued guidelines on many subjects, such as negotiation, e-tendering, and transparency in decision-making related to the procurement of works, goods, and services; these have been incorporated into tender conditions and procurement practices.
Under Article 148 of the Constitution of India, the Comptroller and Auditor General (CAG) of India undertakes an independent ex-post audit of government procurement activities to see whether transactions resulting in procurement expenditure were undertaken as per applicable laws, rules, regulations, and delegation of financial powers. It also examines the extent to which an organization carries out its procurement functions economically, efficiently, and effectively. Its annual report highlights unauthorized and wasteful expenditures, losses to the public exchequer, and unjustified departures from established procedures, including in the procurement process. Reports on Union accounts are presented to each house of the Parliament, while those relating to the States’ accounts are presented to each state assembly’s legislature. The reports also include suggestions on improving procurement procedures for enhancing the effectiveness and efficiency of procurement. Thus, the public procurement system in India has certain built-in checks and balances that ensure adherence to the laid down public procurement-related rules and regulations.
In order to ensure transparency during the pre-tendering stage, it has been made mandatory for all Ministries/Department of the Central Government, Central Public Sector Undertaking (CPSUs), and Autonomous/Statutory Bodies to initiate e-procurement in respect of all procurements above Rs. 200 thousand with effect from 1.4.2016. Accordingly, all tenders for procurement of goods, works, and services of Ministries/Departments of the Central Government, CPSUs, and Autonomous bodies of the Government of India have moved to the Central Public Procurement Portal (CPPP),5 an e-procurement platform of the Government of India. According to e-procurement dashboard of Government of India‚ more than 1250 thousand tenders of value more than $617 billion have been floated through this website since 2011 by the end of February 2022.6 However, this figure should not be confused with the total value of procurement at the central government during this period because many organizations moved to CPPP at different dates. Also, procurement below a certain threshold value is not required to be publicized on CPPP. Availability of all tenders above particular value on CPPP has enhanced transparency in the procurement process and has also contributed to easing of doing business with public sectors.
4.6 Size of Public Procurement in India
As discussed earlier, public procurement in India is quite diversified and decentralized at three levels of governance, i.e., the Central, States, and Municipals levels. The Statistical divisions at the Center and states are responsible for collecting, aggregating, and publishing procurement-related data. However, despite their existence at the Center and States levels, public procurement data is hard to be found in the public domain. In its Country Procurement Assessment Report 2003, World Bank (2003) has estimated the total value of public procurement in India as $100 billion representing over 20% of GDP. The Chief Vigilance Commissioner of India in his address during a conference on “Competition, Public Policy and Common Men” in 2009 noted that public procurement volume in India is approximately 30% of GDP (Sinha 2009). The Planning Commission of India, in the Draft Public Procurement Bill, 2011 held the view that total volume of public procurement in India to vary from 15 to 20% of GDP (Planning Commission 2011). Sharma and Thomas (2021), based on expenditure statements published by the Government of India, estimated the size of public procurement expenditure as 11–12% of GDP in 2016–2017. The variation in various estimates shows that the total procurement volume in India has been guesstimated by various agencies based on secondary data on capital and revenue expenditures. Based on these estimates, the size of public procurement in India could be assumed to vary from 15 to 30% (UNODC 2013) of GDP. Based on the actual volume of procurement done through Central Public Procurement Portal (CPPP) and assessments of procurement done outside e-procurement systems, the World Bank (2022) has estimated the value of public procurement in India as USD 550 billion. Therefore, considering India’s GDP (nominal) projected by IMF World Economic Outlook in 2019 as US$ 2.972 trillion, the total size of public procurement in India works out to 18–20% of GDP.
However, none of these estimates gives disaggregated public procurement spend at the Central, States, and Municipal levels. One may argue that India being a big country, the government is constrained in putting in place a mechanism to aggregate procurement data from sub-national governments. However, the same excuse does not hold good for collecting data from ministries, departments, and CPSUs at the central level. In contrast, China publishes disaggregated data on the procurement of goods, works, and services at different levels of governance every year. Today, the task of aggregating procurement data appears less tedious as most information is already available on e-tendering websites of ministries, states, and CPSUs. Since all tenders above INR200 thousand are available on CPPP, it is possible to estimate the total volume of public procurement in India, provided all contracting authorities at the Central, State, and Municipal levels are brought on the CPP Portal. It is further astonishing to notice why no academician has attempted to aggregate public procurement data especially when one considers their knack for researching complex issues on a cross-country basis and presenting their findings in a meaningful way to a common man. The complexity involved in obtaining these data due to lack of taxonomy of procurement cannot be ruled out. The best India could do is to adopt the United Nations Standard Products and Services Code, managed by GS1 US for the UN Development Programme (UNDP). The other conceivable reason could be the lack of demands from policymakers for such disaggregated data for decision-making.
The availability of disaggregated data has multiple benefits for stakeholders. Firstly, the disaggregated data on public procurement at different governance levels could be an excellent source for a deep understanding of the nature of procurement and taking appropriate policy decisions for different category procurement. Secondly, it offers an immense opportunity for businesses to create a profitable business model around public procurement data and leverage this data for advising vendors/contractors on investment opportunities in different regions. Thirdly, academician can jump in on these data to extract additional insights on the gap between supply and demands for a procurement category in a region and make policy recommendations to the government on the kind of financial interventions such as fiscal incentives for setting up specific industries, supporting SMEs for bridging developmental deficit in the region, etc. Finally, the disaggregated data on spend categories is also important for understanding various sustainability impacts, prioritizing product categories, and developing procurement strategy for a particular spend category.
As per the World Bank’s Global Public Procurement Database launched in March 2020, India’s total volume of public procurement remains the same at 20% of GDP as estimated by them in 2003 (Fig. 4.8). In 2015, the average expenditure on procurement in OECD countries was 29.1% of the total government expenditure and 11.9% as a percentage of GDP. The share of public procurement as a percentage of total government expenditure was the highest in the Netherlands at 44.5% and the lowest in Mexico at 21.0% in the same year. According to OECD (2017), the share of public procurement as a percentage of GDP was the highest in Hungary and Sweden at 16.0% and the lowest in Mexico at 6.1%. Thus, the corresponding figures of the size of public procurement as a percentage of GDP for India are higher than the highest for the OECD countries. Higher population growth and increased life expectancy in India would mean higher demand for education, health, transport infrastructure, and other services, thus contributing to higher public procurement expenditure in the coming decades. Therefore, the ongoing demographic transitions will further lead to increase in public procurement expenditure as a percentage of total general government expenditure.[image: ]
Fig. 4.8Public procurement as percentage of GDP
(Source World Bank 2020b)



India’s latest estimated public procurement expenditure of USD 550 billion is huge; only a few countries in the world have a national budget more than this figure. Total procurement spend in India is about 6.75 times more than the combined GDP of 7 countries (Mauritius, Tunisia, Costa Rica, Colombia, Uruguay, Chile, and Lebanon), where MTF on SPP was first test-piloted by UNEP (World Bank 2021). It gives a sense of the “power of procurement” that public agencies in India command and their combined power to transform the market on a sustainable path (Table 4.2).Table 4.2Budgeted expenditure for 2019–2020 in major Ministries of the Government of India


	S.no
	Ministry of Government of India
	Expenditure (in crore INR)
	Expenditure (in billion USD)

	1
	Ministry of Defense
	431,010.79
	57.19

	2
	Ministry of Railways
	207,900.00
	27.59

	3
	Department of Food and Public Distribution
	192,240.39
	25.51

	4
	Department of Agriculture, Cooperation and Farmers’ Welfare
	130,485.21
	17.31

	5
	Department of Rural Development
	117,647.19
	15.61

	6
	Department of Revenue
	102,048.34
	13.54

	7
	Police
	98,202.23
	13.03

	8
	Ministry of Road Transport and Highways
	83,015.97
	11.02

	9
	Department of Fertilizers
	80,035.00
	10.62

	10
	Department of Health and Family Welfare
	62,659.12
	8.31


Source MoF (2019a)



Apart from central ministries, states, and municipalities, there are 227 CPSUs under different ministries of Government of India. Their presence is ubiquitous in almost all sectors of the economy, such as oil and gas, energy, coal, construction, defense, railways, and electronics. Some of the CPSUs, such as ONGC, IOC, and NTPC, have more annual expenditure than many State and Central Ministries in India as detailed in Table 4.2. For example, the annual expenditure of some large CPSUs like ONGC, IOC, and NTPC during 2019–2020 was approx. USD 8.0, USD 63.00, and USD 10.00 billion‚ respectively.7 In comparison, as seen from Table 4.3, the annual expenditure of some States such as Punjab, Assam, and Mizoram was USD 20.01, USD 12.55, and USD 1.14 billion‚ respectively (PHD 2019). In order to keep this figure in perspective, the total expenditure of some of the largest central ministries like the Ministry of Railways in the year 2019–2020 was only USD 27.67 billion, out of which 67% was for expenses on staff salary and pension fund (PRS 2019a). If the salary and pension are deducted from this expenditure, the money in hand remaining for revenue and capital expenditure was only USD 9.11 billion, including expenditure on procurement. The Ministry of Defense by far had the largest annual expenditure in the year 2019–2020, amounting to USD 57.32 billion, out of which 51% was for salaries and pensions of defense personnel (PRS 2019b).Table 4.3Expenditure of states and UTs for year 2019–2020 (budget estimate)


	S.no
	State/UT
	Non-development
	Development
	Total expenditure
	Total expenditure

	 	 	In crore INR
	In billion USD

	1
	Andhra Pradesh
	49,873.8
	164,649.2
	214,523.0
	28.47

	2
	Arunachal Pradesh
	8,028.4
	13,393.4
	21,421.8
	2.84

	3
	Assam
	27,504.0
	67,319.7
	94,823.7
	12.58

	4
	Bihar
	50,809.5
	142,449.6
	193,259.1
	25.64

	5
	Chhattisgarh
	17,979.9
	72,309.3
	90,289.2
	11.98

	6
	Goa
	5,187.4
	12,884.7
	18,072.1
	2.40

	7
	Gujarat
	56,707.7
	129,118.3
	185,826.0
	24.66

	8
	Haryana
	36,937.2
	74,971.7
	111,908.9
	14.85

	9
	Himachal Pradesh
	14,543.1
	26,572.0
	41,115.1
	5.46

	10
	Jammu and Kashmir
	26,490.0
	57,879.3
	84,369.3
	11.20

	11
	Jharkhand
	19,544.4
	62,040.1
	81,584.5
	10.83

	12
	Karnataka
	51,491.2
	165,841.2
	217,332.4
	28.84

	13
	Kerala
	57,143.1
	74,888.8
	132,031.9
	17.52

	14
	Madhya Pradesh
	46,542.7
	160,062.5
	206,605.2
	27.42

	15
	Maharashtra
	109,426.8
	245,501.0
	354,927.8
	47.10

	16
	Manipur
	5,000.2
	9,475.9
	14,476.1
	1.92

	17
	Meghalaya
	4,380.8
	11,405.0
	15,785.8
	2.09

	18
	Mizoram
	4,423.2
	5,996.8
	10,420.0
	1.38

	19
	Nagaland
	5,800.4
	8,225.3
	14,025.7
	1.86

	20
	Odisha
	31,076.7
	101,776.0
	132,852.7
	17.63

	21
	Punjab
	41,249.4
	67,370.1
	108,619.5
	14.41

	22
	Rajasthan
	59,073.2
	153,827.0
	212,900.2
	28.25

	23
	Sikkim
	2,883.0
	5,269.7
	8,152.7
	1.08

	24
	Tamil Nadu
	82,466.5
	145,957.1
	228,423.6
	30.31

	25
	Telangana
	33,367.7
	103,848.8
	137,216.5
	18.21

	26
	Tripura
	5,760.1
	10,866.8
	16,626.9
	2.21

	27
	Uttar Pradesh
	154,853.0
	274,973.6
	429,826.6
	57.04

	28
	Uttarakhand
	16,530.9
	27,073.9
	43,604.8
	5.79

	29
	West Bengal
	61,590.2
	129,818.6
	191,408.8
	25.40

	30
	NCT Delhi
	8,537.4
	44,192.5
	52,729.9
	7.00

	31
	Puducherry
	2,546.6
	5,285.7
	7,832.3
	1.04

	32
	All states and UTs
	1,097,748.6
	2,575,243.6
	3,672,992.2
	487.39


Source RBI (2019a)




This shows that expenditure of some CPSUs and States are equally significant and compares well with that of the largest ministry at the central level. Srivastava (1999) has argued that even in percentage term, expenditure on procurement out of the total budgeted expenditure is likely to be higher in case of state governments as compared with the central government since state governments spend less towards loans and grants to lower tiers of government, notably Municipalities and Panchayats. Sharma and Thomas (2021) estimated the volume of procurement by CPSUs in 2016–2017 as nearly 3.5 times more than that by the Union Government, with top 15 CPSUs accounting for 81% of total procurement by CPSUs. The World Bank (2022) also arrived at the similar conclusion; States spent approximately 64% more than the central government in 2019–2020. Therefore, in order to reap the benefits of sustainable procurement in India, focusing on CPSUs and States would be as critical as ministries and departments at the central level because States have much larger share in government spending.
4.7 Leveraging Public Procurement in India’s National Context
With such huge public procurement expenditure, it is inexplicable if the Government of India is not using this money strategically to drive growth and achieve secondary policy objectives. In purely economic terms as well, public procurement could be used to improve the efficiency and effectiveness of public expenditure and thus enhance the productivity of government spending (OECD 2019). Numerous other studies advocate the strategic use of public procurement to enhance government productivity. A study by McKinsey on improving government productivity found conclusive evidence to suggest that better procurement can release millions of dollars to finance priority societal programs and recommended that strengthening procurement practices should be at the front and center of any government’s agenda (McKinsey (2017). The same study also found that the government can increase the life expectancy of its population by 1.4 years, merely by spending its existing health fund wisely. As per joint report by FAO, IFAD, and WFP, India needs additional spending to the tune of USD 37 billion annually till 2030 in social protection, rural development, and agriculture to eradicate hunger (SDG 2) by 2030 (FAO et al. 2015). India can bridge some of this funding gap by reducing procurement expenditure by removing structural inefficiency (i.e., not taking all costs into account) in purchasing decisions that could further be utilized for pursuing development objectives and achieving SDGs.
The strategic use of public procurement is also imperative given the slowdown in economic growth witnessed in 2019–2020 coupled with the COVID-19 pandemic in 2020–2021. The growth in revenue generation in India has been slower as compared to growth in government expenditures. The government has resorted to borrowing at a scale never seen before to make up for the shortfall. SBI (2021) has estimated that the combined fiscal deficit of the central and state governments for the year 2020–2021 would be 12.7% of the GDP due to higher expenditure and fall in tax receipts of states amid the COVID-19 pandemic. Its national debt has been increasing over the years and stood at $1.8 trillion at the end of 2018, making up almost 70% of her GDP (Statista 2022). Despite budgeting for higher spending and declaration of the stimulus package to revive the economy, the societal problems, such as malnutrition, hunger, death, access to health and education, deteriorating environmental parameters, are far from over. In fact, the entire world, including India, has fallen many notches below in achieving SDGs in the aftermath of the pandemic. In order to deliver better outcomes and citizen experiences, the government needs to adopt a fundamentally new approach to enhance its productivity, i.e.‚ delivering more with less. A focused approach to using the government’s purchasing power to deliver horizontal objectives could play a significant role in fostering public sector efficiency, establishing citizens’ trust in government, and simultaneously meeting developmental objectives.
The COVID-19 has pushed the world, including India, into a period of accelerated change. Environment sustainability has gained positively during the COVID-19 period, but it has come at huge economic and social costs. The Indian government has announced a stimulus package to boost the economy despite already being under tremendous fiscal pressure (as discussed above). In such a situation, money needs to be utilized for sectors that can deliver win–win for both development and environmental and social sustainability. Energy efficiency in all areas, be it manufacturing, MSMEs, housing, construction, etc., must be the topmost priority. The resources flowing to revive MSMEs or any sector must be linked to their historical compliance against national and international environmental and social regulations and tied to their future performance on environmental and social regulations. As already seen, the government can leverage public procurement to promote energy efficiency, ensure compliance by MSMEs of national environmental and social regulations, and achieve broader objectives by expressly tweaking their procurement process. However, the government must act judiciously and work in tandem with businesses to leverage this opportunity and recalibrate its strategy to ensure that procurement delivers value for all rather than just driving the price to rock bottom and favoring conventional industries.
World Bank (2022) observed that India needs to strengthen its public procurement system for stimulating economic growth, generating savings, and creating synergies between innovation, market growth, inclusion and protection of environment. It is noted that the Indian public procurement framework is not as assertive as the EU’s public procurement framework, which is entirely upfront on integrating environmental and social considerations in public spending. Therefore, the moot question is how one can consider sustainability in public procurement within the limitations of the current public procurement framework? Are there any enabling provisions flowing from these administrative guidelines or other legal legislation supporting sustainability in public procurement? Whether sectoral legislation and policies could be used to embed sustainability consideration in purchasing decisions? If yes, do these provisions give enough confidence to contracting authorities to integrate sustainability in public procurement? These are some of the issues that would be the subjects of discussions in this chapter. The next two chapters, namely Chapters 5 and 6, will build on the discussion held in this chapter for developing a strategy for SPP implementation in India.
4.8 Sustainable Public Procurement Framework in India
The various literature on the subject has highlighted the absence of the SPP framework as the topmost impediment for implementing sustainable procurement policy in a country. As already discussed in the chapter, India has no overarching legislation on public procurement, let alone sustainable procurement. In the absence of a statute or a comprehensive sustainable procurement policy framework, the following paragraphs discuss provisions enshrined in administrative guidelines issued by the Ministry of Finance and other socio-economic and environmental legislations, administrative orders, and guidelines issued by various ministries that collectively constitute SPP framework in India. While discussing enabling provisions, the term sustainable procurement is considered to mean environmental, social, and economic aspects affecting the natural, social, and financial system, respectively, in the broadest possible sense as enunciated by Sustainable Purchasing Leadership Council (SPLC 2015).
4.8.1 Enabling Provisions in GFR and Manuals
As described earlier in the chapter, the Ministry of Finance is a nodal ministry for formulating public procurement policy, rules, and guidelines in India. In its role, the Ministry has issued GFR 2017 followed by the Manual for Procurement of Goods 2017, Manual for Procurement of Consultancy and Other Services 2017, and Manual for Procurement of Works 2019﻿.8 GFR is a treatise of rules and orders of the Government of India that public authorities are to follow while dealing with public finance matters. Out of twelve chapters in GFR, four chapters deal with procurement and contract management. Such comprehensive coverage of procurement matters in GFR shows the criticality of public procurement for effective public administration and public finance in India.
The GFR does not mention achieving horizontal objectives as one of the aims of public procurement. However, some provisions in the GFR can facilitate integrations of sustainability in the broadest possible sense. For example, Rule 173 says that all government procurement should be transparent, competitive, and fair to secure the best value for money. In addition, Rule 136 mentions consideration of the principle of life cycle cost while designing a project in the procurement of works. Similarly, there are other provisions in GFR that support the inclusion of environmental concerns in purchasing decisions. They are:	taking environmental criteria for determining the responsiveness of the bids;

	procurement of electrical appliances with the notified threshold or higher Star Rating of Bureau of Energy Efficiency (BEE);

	preference to bidders on the grounds of promotion of locally manufactured goods or locally provided services;

	take-back clauses in the bid document;

	price preference to Micro and Small Enterprises, Women and Minority-owned business and start-ups.





It can be noted that these provisions relate to environmental and social sustainability; GFR does not make even a passing reference to other social sustainability issues like health and safety of workers, equal wages, human rights, etc.
The Manual for Procurement of Goods 2017, issued subsequently, has specific provisions to support the inclusion of environmental sustainability at different stages of the procurement cycle. The essential provisions of the Manual are reproduced in Table 4.4.Table 4.4Provisions in Manual for Procurement of Goods


	S.no
	Para
	Provisions in Manual for Procurement of Goods

	1
	1.6
	Life cycle cost and Value for Money concept

	2
	2.2.1.ix
	• Use of BEE star rating for buying electrical appliances
• Use of Type III Ecolabels as per ISO 14020 or voluntary Environmental Standard for specifying environmental sustainability criteria

	3
	2.2.2.ii
	Use of functional, environmental, and performance characteristics and requirements in technical specification

	4
	5.1.1. iii
	Compliance with environmental protection regulations/Environment Management System as eligibility and qualification criteria

	5
	7.1.1
	Use of functional characteristics, environmental characteristics, running costs, cost-effectiveness, after-sales service in evaluation criteria




Further, the Manual has subsumed provisions related to various socio-economic policies discussed later in the chapter. However, the Manual is utterly silent on incorporating social issues at different stages of the procurement cycle. Thus, for example, a contracting authority cannot provide skill development training and employment in rural areas as a part of evaluation criteria or contract conditions. The Manual for Procurement of Works 2019, however, mandates social and environmental impact assessments before the procurement process. It also calls for ensuring implementation of Health, Safety‚ and Environmental (HSE) practices at construction sites and compliance with all statutory obligations related to workers deployed at construction sites.
By far, Manuals’ most promising provision for embedding sustainability in purchasing decisions is the Broader Obligation Principle, one of the fundamental principles of public procurement. Under this principle, the procuring authorities also have the responsibility and accountability to conduct public procurement to facilitate achievement of the broader objectives often—to the extent these are expressly included in the “Procurement Guidelines.” Some of the broader objectives mentioned are:	preferential procurement from backward regions, weaker sections, and Micro and Small Enterprises (MSEs), locally manufactured goods or services;

	reservation of procurement of specified class of goods from or through certain nominated CPSEs or Government Organizations;

	support broader social policy and program objectives of the government such as economic growth, strengthening of local industry—make-in-India, Ease of doing business, job and employment creation, etc.;

	facilitating administrative goals of other departments of government such as Environmental compliance by participants, Energy conservation, Accessibility for people with disabilities.





This principle provides bedrock for extensively embedding environmental and social sustainability in procurement decisions in India.
4.8.2 Socio-Economic Policy Framework
The use of public procurement to achieve horizontal objectives has not been articulated prominently in government policies and programs. Even the General Financial Rules (GFR), issued in 2017, does not reckon achieving sustainability as one of the public procurement objectives. The Government of India used the term Sustainable Public Procurement (SPP) for the first time when it notified a Task Force on SPP in March 2018; earlier Green Public Procurement was used. Notwithstanding the recent origin of the term “sustainable/green procurement” in the Indian vocabulary, Value for Money and efficient procurement have been recurring themes in the government’s policies on public procurement. The careful examination of policies reveals that India has a long history of public policies supporting horizontal objectives; various administrative orders and legislations stipulate leveraging public procurement to promote sectoral objectives. However, before discussing various rules and legislations facilitating horizontal objectives, it would be worthwhile to examine constitutional provisions that reinforce the integration of sustainability in government operations.
The Directive Principles of State Policy (DPSP) under the Constitution of India provides certain fundamental socio-economic principles that are not enforceable in the court of law but fundamental in the governance of the country and are the duties of the State to apply these principles while framing laws and policies. Some of these principles such as distribution of resources for the common good; prevention of concentration of wealth and means of production; equal pay for men and women; provision of humane work conditions; living wages to ensure a decent standard of living; promotion of local industries; participation of workers in management; and protection of the environment, forests, and wildlife support achieving sustainable development. Thanks to the vision of architects of the Indian Constitution who incorporated them in the Constitution as DPSP in 1950, long before the term sustainable development became mainstream in the 1970s. The right to live under Article 21 of the Constitution also embraces a wholesome, pollution-free environment for her citizens. Thus, the State has to formulate public policies aimed at preserving and improving the environment.
In the past, the Government of India has used Directive Principles to bring legislation on socio-economic issues like Minimum Wages Act, Equal Remuneration Act, Factory Act, Khadi and Village Industries Commission Act, and setup several Boards such as Handloom Board, and Silk Board for promotion of local industries. Therefore, it can be seen that the Constitution of India provides substantial leeway for enacting legislation on issues that matter to society and the environment. Based on the antecedent, there appears no legal hindrance from a constitutional point of view for bringing legislation on sustainable procurement, which promotes sustainable development in India. The best approach would be to bring much-needed legislation on public procurement and make enabling provisions for integrating sustainability consideration in purchasing decisions, as in the case of the EU’s public procurement directives.
The following paragraphs discuss important socio-economic legislation, rules, and guidelines having bearing on public procurement in India.
4.8.2.1 Industries (Development and Regulation) Act, 1951
The first concrete step to use public procurement as an instrument to promote horizontal consideration in India was the enactment of the Industries (Development and Regulation) Act, 1951. Under the policy, certain items were exclusively reserved for manufacturing by Small-Scale Industries (SSIs), now termed Micro and Small Enterprises (MSEs). The objective was to control and regulate the process of industrial development in the country after India became independent in 1947. Under this policy, the list of items reserved for manufacturing by SSIs was 47 items, which was gradually increased to 836 items in 1995, which represented 28.3% of the total production in the SSI sector (M/o MSME 1995). But when Thatcherism as a model of social transformation began taking roots in India post-1991, the number of items in the list was gradually pruned down. The erstwhile policy of reservation for exclusive manufacturing by the SSI (MSE) sector was completely abolished through a Gazette notification on 10.04.2015 (MoCI 2015). It was done ostensibly to attract investment, infuse better technologies and enhance competition for these products in the Indian market.
The Act also reserved 358 items for exclusive purchase from Small-Scale Industries (SSIs) by public entities in India. In addition, under the Act, KHADI (hand spun and hand woven) and Handloom items are also reserved for procurement from Khadi and Village Industries Commission (KVIC) and Association of Corporations Apex Societies of Handlooms (ACASH), respectively. The Act also provided a 15% price preference to SSI units over the lowest acceptable offer from the large-scale private sector units. Thus, the Act successfully promoted the growth of the small-scale sector, expanded employment opportunities for the local population, and diffused the entrepreneurship spirit in the countryside.
4.8.2.2 Micro, Small, and Medium Enterprises Development Act, 2006
The Industries (Development and Regulation) Act 1951 was subsequently revamped, and the Government of India enacted the Micro, Small, and Medium Enterprises (MSMEs) Development Act, 2006. The Act provides price preference in procurement of goods and services manufactured by MSMEs to facilitate their promotion and development. Later, the government notified the Public Procurement Policy for Micro and Small Enterprises (MSEs) Order, 2012, subsequently revised in 2018. The policy’s objective is to promote and develop MSEs by supporting them in marketing their products and services. The policy mandates all ministries/departments and CPSUs of the Government of India to procure a minimum of 25% of their annual value of goods and services from the MSE sector. Further, out of 25% target of annual procurement earmarked for procurement from MSEs, four percent and three percent of procurement shall be made from MSE owned by Scheduled Caste/Scheduled Tribe (historically disadvantageous section of society) and women entrepreneurs‚ respectively (M/o MSME 2018). The policy also provides for a purchase preference of 15% over L1 bids received from non-MSE vendors. The reservation of 358 items from MSEs continues under the Act. Some states, such as Odisha (Govt. of Odisha 2015), Rajasthan (Govt. of Rajasthan 2015), have reiterated the essential provisions of this policy and made it applicable for public procurement in their respective States. The Government of Rajasthan has further provided for price and purchase preference for local industries (as defined in the Rules) for items outside the schedule reserved for procurement from MSMEs.
As we have seen in Case Study 2 (Box 4.1), this Act remained on paper until the Public Procurement Policy for Micro and Small Enterprises (MSEs) Order was notified in 2012. In 2012, the share of goods and services procurement from MSMEs at the federal level was less than 12%. However, the then leadership in the Ministry of MSME championed the cause of the MSE sector and successfully highlighted the importance of the Act to the political leadership. As a result, a review committee chaired by the Cabinet Secretary, the highest-ranking bureaucrat of the Government of India, began monitoring the progress of different ministries on the implementation of this policy every quarter. The continuous monitoring of ministries and departments on the progress of policy by the highest-ranking official led to a drastic jump in a year-on-year increase in the total volume of procurement from MSMEs. The total procurement by CPSUs from MSEs increased from INR15,300.57 Crores in 2014–2015 to INR24,226.51 Crore in 2017–2018 (M/o MSME 2019). As per the data available on MSME Sambandh, a portal dedicated to monitoring public procurement from MSMEs, the total procurement of goods and services from MSMEs by Central ministries/departments/CPSUs has reached 26.32%,30.18%, and 28.18%, respectively, during the year 2018–2019, 2019–2020, and 2020–2021 (M/o MSME 2017). This shows that a policy’s success depends on how well a line ministry can take ownership of the issue within its domain and highlight its importance to the political leadership for achieving development objectives. It further exemplifies the importance of monitoring progress at the highest level for speeding up the implementation of such policies.
Box 4.1: Case Study 2—Monitoring Procurement from Micro and Small Enterprises (MSEs) in India
The Government of India enacted the Micro, Small, and Medium Enterprises (MSMEs) Development Act 2006 to facilitate the promotion, development, and competitiveness of MSMEs. The Act empowered the central government to issue a preference policy in respect of the procurement of goods and services, produced and provided by Micro and Small Enterprises (MSEs). In 2012, the Ministry of MSMEs issued “Public Procurement Policy” for Micro and Small Enterprises (MSEs) Order defining the policy for procurement from MSEs by ministries, departments, and Central Public Sector Undertakings (CPSUs). The policy mandates all central government ministries, departments, and CPSUs to set an annual goal of procurement from MSEs and achieve a minimum of 20% of their procurement value by 2015–2016. Of this, 20% of the value should come from MSEs owned by Scheduled Castes and Tribes. The policy was voluntary during the initial years and became mandatory by 2015–2016 when all organizations had to achieve a minimum procurement of 20% from MSEs. All state governments were also advised to formulate a similar policy for MSEs in their states. All organizations covered under the policy were asked to report annual progress to the Ministry of MSMEs. The order was further amended in 2018 to increase the yearly target to 25% from the earlier 20% and introduced a separate target of 3% of the 25% from MSEs owned by women.
During the initial period, there was confusion in the implementation of this policy as verification of the status of firms eligible for benefits under the policy was a huge challenge. After the first reporting period (2012–2013), procurement from MSEs as a percentage of total purchases by the Government of India was only 15.3%. For some ministries, like the Ministry of Railways, the corresponding figure for the year 2012–2013 was only 5.8%. Other infirmities were also found in the data reported by organizations. Some organizations were not reporting any data, or reporting in different formats, or reporting incomplete data.
In order to put in place appropriate measures and prepare for the mandatory implementation by 2015–2016, a high-level committee of secretaries under the chairmanship of the Cabinet Secretary was formed to monitor the progress of policy on a six-monthly basis. The committee introduced a slew of measures such as vendor development meetings, joint programs with industry associations, standard reporting format, integration with e-procurement systems for monitoring, etc. to fast-track implementation of the policy. To ensure that the real-time information about the status of MSEs is centrally available to all purchasers, the Ministry of MSMEs developed a separate portal, www.​msmedatabank.​in in 2016 and all MSMEs were mandated to provide information in standard format. For effective implementation and monitoring of the policy, the ministry launched a separate Public Procurement Policy Monitoring Portal (https://​sambandh.​msme.​gov.​in) called “MSME-Sambandh” in December 2017. All ministries and CPSUs are required to update procurement from MSEs every month.
As a result of these measures and monitoring the implementation of policy at the highest level, the percentage of procurement from MSEs has been progressively increasing and has reached 32.67% in the year 2021–2022. The corresponding figure for the Ministry of Railways is approx. 47.8%. This shows a massive improvement and the overall success of MSEs policy implementation in India.
Key Learnings
	Dynamic leadership and effective monitoring are key to policy implementation.

	Addressing issues faced by procurers and facilitating them with decision-support tools is critical for successful implementation.






4.8.2.3 National Policy on Electronics (NEP) 2012
The Ministry of Electronics and Information Technology (DeitY), Government of India, has issued notification No.8(78)/2010-IPHW dated 10 February 2012 providing a preference for domestically manufactured notified electronics and networking products, having a specified minimum domestic value addition. The policy provides for giving purchase preference to the Domestically Manufactured Electronic Products (DMEP) bidder, quoting a price within the band of L1 + 20% (when the L1 bidder is a non-DMEP), provided the DMEP bidder agrees to match the L1 price. The Ministry notifies the list of products eligible for this benefit of Electronics and Information Technology from time to time. This policy is a part of the National Policy on Electronics (NEP) 2012 approved by the Government of India to promote the design and manufacturing of electronics products in India. However, to avail the benefits under this policy, the domestic manufacturer must satisfy the minimum value addition criterion set by the government for the particular product in question. The policy could be seen as an attempt by the Government of India to provide impetus to local innovation, development, and manufacturing of high-quality electronics and telecom manufacturing equipment by providing market access to domestic manufactures. Maheshwari et al. (2012) have argued that the policy does not violate India’s obligations under the WTO/General Agreement on Tariffs and Trade (GATT) since these products are meant for consumption within the government system and do not violate the principle of “National Treatment” under GATT.
4.8.2.4 Guidelines on Corporate Social Responsibility (CSR) for Central Public Sector Enterprises
The Department of Public Enterprises (DPE), Ministry of Heavy Industries and Public Enterprises, the nodal agency for making procurement in CPSUs, came up with a “Guidelines on Corporate Social Responsibility (CSR) for Central Public Sector Enterprises” in 2010 (DPE 2010). The guidelines begin with acknowledging that natural resource extraction has direct impacts on the economy, the environment, and society at large. It called upon all CPSUs to develop a company-specific CSR strategy and mandated all CPSUs to develop a CSR Action Plan in alignment with their long-term business plan to achieve triple-bottom-line growth. Some of the prescribed criteria for selecting projects under CSR activities give CPSUs a strong starting point for embedding sustainability in business decisions, including purchasing decisions.	Activity under CSR shall generate community goodwill and create social impacts.

	CSR activity shall involve suppliers so that the entire supply chain follows the CSR principles.

	CSR activity may be related to UN Global Compact Programme on Environment.

	CSR projects may be linked to the principle of Sustainable Development and based on immediate and long-term social and environmental consequences of their activities.

	Each CPSU should take responsibility for restoring/compensating for any ecological damage resulting from its operations.

	CPSU works towards the fulfillment of National Plan goals and Millennium Development Goals.





The guidelines further emphasized that activities aimed at promoting Sustainable Development shall form the significant chunk of CSR activities undertaken by CPSUs. It also encouraged CPSU to embrace ISO 14001 Environmental Management System. In addition, all profit-making CPSEs were mandated to earmark specific percentages of their profit for undertaking CSR activities to non-lapsable CSR Fund. Though this policy was conceived in response to “Voluntary Guidelines on Corporate Social Responsibility,” issued by the Ministry of Corporate Affairs, it became mandatory after implementing the statutory provisions on CSR vide Companies Act, 2013. Subsequently, DPE came up with “Guidelines on Sustainable Development (SD) for CPSUs (DPE 2012) to align their core policy, activities, and organizational structure for achieving Sustainable Development Goals. The CPSUs were free to take up works in general areas such as water, waste, energy, materials and resources management, and biodiversity conservation and in specific areas such as carbon management, supply chain, and life cycle analysis. It further encourages CPSUs to undertake measures to green their supply chain, including projects/activities, to reduce life cycle impacts of products/services during manufacturer/use/disposal phases. In order to ensure that the SD policy is implemented by CPSUs, the guidelines provide for including 5% weightage under Non-Financial Parameters in the annual performance evaluation framework of CPSUs. Further, in 2019, the Ministry of Corporate Affairs recommended mapping activities permitted under the 2013 Act with SDGs to facilitate aggregation of information on corporate spending towards SDGs (MCA 2019).
The liberal interpretation of the above guidelines provides a template for CPSU to promote greater environmental responsibility, development, and diffusion of environmentally friendly technology and achieve sustainable development. With the intelligent use of provisions under this policy, CPSUs could green their supply chain by integrating sustainability in procurement decisions, providing training to their vendors to improve their sustainability performance, giving technical inputs for developing environment-friendly technology, and promoting the disadvantaged group of society through forward and backward linkage. In fact, following these guidelines Oil and Natural Gas Limited (ONGC), one of the CPSUs came out with Policy on Greening Vendor Supply Chain, Policy on Sustainable Development, and Policy of Carbon Management in 2012. However, monitoring of this policy is not as robust as the Public Procurement Policy for Micro and Small Enterprises (MSEs) Order, 2012.
In a study conducted by Mansi (2015) to review sustainable procurement disclosure and reporting practices of the top 50 CPSEs in India, it was found that “product responsibility” reporting is insufficient and is not combined with other elements of sustainable procurement. Most cases reported on economic development, philanthropy, and community development practices besides environmental dimensions (environment strategies, green practices, and reuse and recycle practices), but minimal disclosure on the social dimension. It is unclear how CPSUs have used these provisions to green their supply chain and implement sustainable procurement in recent years. However, the “Sustainable Procurement Disclosure Index (SPDI)” developed by (Mansi 2015), comprising eight dimensions of sustainable procurement, i.e., environment, health and safety, human rights, labor conditions and decent work, diversity, philanthropy, community development, product responsibility, and sustainable economic development could be further fine tuned for measuring and benchmarking the progress of sustainable procurement practices of CPSUs in India.
4.8.2.5 Public Procurement (Preference to Make in India) Order 2017
The latest policy to come into being in the public procurement arena is the Public Procurement (Preference to Make in India) Order 2017 (DIPP 2017) issued by the Department of Industrial Policy and Promotion (DIPP), Ministry of Commerce and Industries, Government of India. It directs all public authorities to ensure that eligibility conditions, including turnover, production capability, and financial strength, do not result in the unreasonable exclusion of local suppliers which would otherwise be eligible beyond what is essential for ensuring the quality or creditworthiness of the supplier. It gives a purchase preference of 20% to a local vendor for goods and works if the local vendor has a minimum of 50% local content. As per the latest amendment to this order, if the nodal ministry/department feels sufficient local capacity and competition in the market for a particular product, only class-I local suppliers (local content more than 50%) are eligible to bid irrespective of purchase value. Further, the issue of a global tender for value more than INR2000 million would require greater scrutiny by the competent authority. The policy aims at promoting local manufacturing to boost India’s share of manufacturing to 25% of its GDP.
4.8.2.6 ILO Conventions and Ratification by the Government of India
India is a founding member of the International Labor Organization (ILO), which came into existence in 1919. Out of eight Fundamental Conventions of the ILO, India has ratified six conventions, namely Forced Labour (No 29), Abolition of Forced Labour (No 105), Equal Remuneration (No 100), Discrimination (Employment Occupation) (No 111), Minimum Wage (No 138), and Child Labour (No 182).9 MOLE (No Date) informs that the Government of India has not ratified two Core Conventions, namely Freedom of Association and Protection of Right to Organize (No 87) and Right to Organize and Collective Bargaining (No 98). The main reason for the non-ratification of these two conventions is that ratification would lead to granting of certain rights to government employees, which conflict with Indian statutes (MOLE 2017). Notwithstanding ratification of conventions No 87 and 98, India has given effect to the principles contained in these conventions. All put together, India has ratified 47 ILO Conventions and one protocol on essential areas like maximum Hour of Work, Night Work (Women), Workmen’s Compensation, Discrimination (Employment and Occupation), etc. However, it is noted that India has not yet ratified necessary instruments on occupational health and safety of workers, namely Occupational Safety and Health (No 155), Occupational Health Services (No 161), and Promotional Framework for Occupational Safety and Health (No 187). It leaves a wide gap in the responsibility of employers in protecting the health and safety of workers at work places.
It is seen that these policies (except ILO convention) have direct relevance to achieving diverse policy objectives such as promotion of local industries, development of MSME sector, benefits to marginalized society, creation of employment in rural areas. Moreover, these policies have also been incorporated in the Manual for Procurement of Goods. It, thus, provides a perfect example of the harmonization of sectoral policies with procurement policy. Therefore, these sectoral policies can be liberally used for promoting sustainability objectives through a procurement process.
4.8.3 Environmental Policy Framework in India
Protection of the environment and maintaining ecological balance is a social obligation and fundamental duty enshrined in Article 51A(g) of the Constitution of India. Post-independence, India witnessed growing awareness for the protection of the environment, and it is reflected in the national planning process. However, it was not until the United Nations Conference on the Human Environment (Stockholm Conference) in 1972 that the growing interest of Indian citizens in environmental conversations found a voice in parliamentary democracy, and India witnessed the advent of modern environmental legislations. The critical legislations enacted following Stockholm were the Water (Prevention and Control of Pollution) Act, 1974; Forest (Conservation) Act, 1980; Air (Prevention and Control of Pollution) Act,1981; Environment (Protection) Act, 1986 and Biological Diversity Act, 2002. In addition, India also adopted the National Environment Policy of 2006 to promote inter- and intragenerational equity by integrating environmental concerns in economic development, conserving critical environmental resources, and promoting efficiency in environmental resource use.
Some of the acts listed above focus on specific environmental issues, while others touch on many issues related to preserving and conserving the environment. For example, the Environment (Protection) Act 1986 empowers the central government to make rules to protect the environment. Numerous Rules have been promulgated in different areas, but none is on the promotion of buying greener products. However, a few rules have bearings on the procurement process, and these could be leveraged to introduce sustainability within the procurement process.
Batteries (Management and Handling) Rules, 2001: These rules apply to all buyers that procure more than a hundred batteries per annum. The Rules prescribe responsibilities of manufacturers, importers, assemblers, and re-conditioner, and bulk consumers. The Rules enjoin the consumers with the responsibility of proper handling and disposal of batteries. Under the Rules, bulk consumers (most major government organizations) involved in the purchase and use of batteries have to ensure that used batteries are disposed of only by depositing with the dealer/manufacturer/registered/recycler/importer/re-conditioner or at the designated collection centers.
Energy Conservation Building Codes (ECBC), 2007, sets minimum energy standards for new commercial buildings having a connected load of 100 kW or demand above 120 KVA. The State Government has the flexibility to amend the code to suit local and regional needs. Eight states and Union Territories have adopted the code for their respective states. BEE has also developed a voluntary Star Rating Programme for buildings based on the actual performance of a building, in terms of energy usage in the building over its area expressed in kWh/sq. m/year. Currently, Office buildings, Shopping Malls, Hospitals, and BPOs are covered under the BEE Star Labeling program.
Plastic Waste Management Rules, 2016, gives a thrust to reduce plastic waste by adopting the polluter pays principle for the sustainability of the waste management system. It lays down the requirements for the use of carrying bags, sheets, and other packaging made out of plastic. These requirements include the permissible pigments and colorants, thickness of plastic carry bags, and plastic sheets. Such minimum requirements prescribed while purchasing plastic can help reduce plastic waste generation and promote reuse and recycling. The Rule has been further amended in February 2022 to provide comprehensive Guidelines on Extended Producer Responsibility (EPR) for plastic packaging. The guidelines cover reuse, recycling, use of recycled plastic contents, and end-of-life disposal of plastic packaging. Under the Plastic Waste Management (Amendment) Rules, 2022 Producers, Importers, and Brand Owners have been given EPR targets for four different categories of plastic packaging.
E-Waste (Management) Rules, 2016, applies to the manufacture, sale, and purchase of e-waste and electrical and electronic equipment such as computers, printers, telephones, television sets, fluorescent, and other mercury-containing lamps. It enjoins bulk consumers, such as central government or state government departments, public sector undertakings, to dispose of e-waste generated by them through collection center or dealer of the authorized producer or dismantler or recycler or the designated take-back service provider of the producer. Since the departments procuring electronic and electrical goods have to ensure that e-waste generated is channelized in a specified manner, requirements such as buy-back can be considered at the time of procurement for effective implementation of this policy.
Solid Waste Management Rules, 2016, puts the onus of waste segregation on waste generators. Moreover, all institutions with more than 5,000 m2 have to facilitate the collection of segregated waste in separate streams, handing over recyclable material to either the authorized waste pickers or the authorized recyclers. In addition, the Rules emphasize the reduction of waste. In this context, procurement of items that generate less waste can help achieve the objective of these Rules and address the looming problem of solid waste management.
Lead contents in Household and Decorative Paints Rules, 2016, prohibits the use of Household and Decorative Paints containing lead or lead compounds above 90 parts per million (0.009%) of the total non-volatile content weight of the dried paints film. Under the Rules, the Central Pollution Control Board (CPCB) is the nodal agency for implementing the provisions of these rules. CPCB has issued a detailed guideline on the testing procedure for measuring lead content in Household and Decorative paints. Setting a maximum permissible limit for lead compounds while framing decorative paints’ specifications can help improve people’s health and well-being.
Construction and Demolition (C&D) Waste Management Rules 2016 provides for the creation of a complete ecosystem for segregation, processing, and reuse of C&D waste in construction projects. Local authorities are required to reuse 10–20% of materials made from C&D waste in municipal and government contracts. The Rules further direct BIS and Indian Road Congress to develop a code of practices and standards for using recycled materials and products made of C&D waste in construction and road, respectively. For redevelopment projects costing INR5000 million or above, installing a C&D waste processing plant at the site and using the recycled products in the project is recommended.
The Government of the National Capital Region of Delhi has already issued an advisory on using recycled products from C&D waste in February 2018 under this rule (Government of NCT 2018). It directs all contracting authorities to incorporate a clause in their tender documents that mandate 2% and 10% of recycled products in building and road works, respectively. Some central government organizations have also issued their own circular for regulating C&D waste in their construction projects.
In its revised IS 383:2016, BIS has specified Recycled Concrete Aggregate (RCA) to the extent of 25% and 20%‚ respectively‚ of coarse and fine aggregates in PCC and RCC load-bearing structure. The same percentage can be extended to 100% for non-load bearing structures. The Indian Roads Congress (IRC) has issued “IRC-121:2017 Guidelines for the use of C&D Waste in the Road Sector” outlining the percentage of recycled C&D waste that can be safely used for construction and repair of roads (MOHUA 2018).
National Tariff Policy, 2016, has been notified in continuation of the National Electricity Policy (NEP) under the Electricity Act, 2003. It primarily focuses on renewable energy, in particular, solar energy‚ among other things. As per this policy, power distributors and large electricity users must purchase 8% of the total electricity consumption from solar energy by March 2022.
This is not an exhaustive list of all environmental policies in India, but they give ideas on how harmonizing these policies with procurement policy can help achieve sectoral policy objectives. However, unlike the socio-economic policies discussed above, these policies are not incorporated in the Manual for Procurement of Goods. Therefore, contracting authorities have no obligation to use their provisions in purchasing decisions. Table 4.5 summarizes how contracting authorities can use these policies during framing specification and contract clauses during the procurement process to achieve broader national objectives.Table 4.5Potential use of environmental policies in purchasing decisions


	S.no
	Environmental act/policy
	Tender/contract conditions

	1
	Batteries (Management and Handling) Rules, 2001
	Prescribe buy-back clause in a tender for disposal of e-waste at the end of life

	2
	Energy Conservation Building Codes (ECBC), 2007
	Specify mandatory compliance with code for all new buildings

	3
	Plastic Waste Management Rules, 2016
	Specify permissible pigments and colorants, the thickness of plastic carry bags and plastic sheets in tender specification

	4
	E-Waste (Management) Rules, 2016
	Prescribe buy-back clause in a tender for disposal of e-waste at the end of life

	5
	Solid Waste Management Rules, 2016
	Make the contractor responsible for disposal of solid waste as per rules

	6
	Lead contents in Household and Decorative Paints Rules, 2016
	Set maximum permissible lead content in a tender for procurement of paints

	7
	Construction and Demolition (C&D) Waste Management Rules 2016
	Specify a minimum percentage of C&D waste in all tenders for building and infrastructure

	8
	National Tariff Policy, 2016
	Set minimum percentage of electricity from renewable sources in tender requirement




This shows that harmonizing these policies with procurement policy can lead to a win–win for all stakeholders. The sectoral ministries can achieve policy objectives through the greater use of policy provisions in procurement decisions, and contracting authorities can contribute to achieving national development objectives. Some organizations in India have used these thematic acts, rules, and guidelines in their purchasing decisions to enhance sustainability outcomes. Case Study 3 (Box 4.2) discusses how different environmental and social sustainability concerns have been used in procurement of infrastructure projects to provide employment opportunities for rural youth.
Box 4.2: Case Study 3—Use of Sustainability Clauses in Procurement of Works
The Public Works Department of Government of Maharashtra invited a bid for construction of Administrative building, Academy buildings and Residential Hostels for Bamboo Research Center‚ Chandrapur‚ at total cost of USD3.69 million 2017. A two-packet e-bid was invited in 2017‚ and pre-bid conference was also held. As per tender conditions, all major structural works for buildings and hostels (except foundation) were to be carried out using treated bamboo as construction material. The total estimated quantity of treated bamboo used in the project was 59,650 RMT.
Important Tender Conditions
Technical Specification of Bamboo The technical specification of treated bamboo to be used in construction of structure was provided in tender document. All bidders were required to submit test certificate from a reputed institution regarding quality, strength, durability, and eco-friendly character of bamboo used in construction.
Qualifying Criteria The tenderer shall have completed building works using pressure treated bamboo as raw material.
Special Condition
	The contractor shall ensure proper maintenance of the bamboo structure for the first five years at their own cost.

	Bidder shall have Pressure Vacuum preservative treatment plant approved by National Mission on Bamboo Application (NMBA) or International network of Bamboo and Rattan—INBAR.

	Local community/users should be given enough training and knowledge for the operation and maintenance of the bamboo structures.

	During execution of the contract, the contractor and sub-contractors shall abide by all existing labor enactments and rules of the state or central government or local authority such as Workmen Compensation Act 1923, Maternity Benefit Act 1951, Contract Labour (Regulation and Abolition) Act 1970, Minimum Wages Act 1948, Payment of Wages Act 1936, Equal Remuneration Act 1979, Industrial Disputes Act 1947, Child Labour (Prohibition and Regulation) Act, 1986 Factories Act 1948, etc.





The inclusion of various environmental and social sustainability concerns at the tendering stage led to notable impacts in terms of social, economic‚ and environmental sustainability. Some of the key sustainability outcomes of procurement decisions are listed below.
Economic
	Demand for bamboo, a renewable resource, in large quantity led to increase in income of farmers engaged in cultivation of bamboo.

	The increase in income of farmers provided boost to local economy.





Social
	Twenty-seven local youth were trained in maintenance of bamboo structure and subsequently have been provided with employment.





Environment
	Avoidance of GHG emission as a result of minimum use of cement and concrete;

	electricity saving due to use of day lighting in design of structure;

	use of renewable material for 80% of construction.





In order to promote use of bamboo is other construction projects across the state, the Government of Maharashtra has included 10 new items related to modern bamboo construction in the new State Schedule of Rate for year 2020–21. This will ensure that other project planers don’t face any hurdles in using bamboo as construction material.
Key Learnings
	Notable sustainability gain can be achieved by promoting renewable natural materials as construction materials.

	Use of suitable contract terms and conditions can help generate employment opportunity to the local youths.






4.8.4 International Treaties/Agreements/Conventions/Protocols
The fact that everyone resides on the same planet, we are tied together by a common destiny. Many sustainability challenges do not honor physical and geographical boundaries and make it imperative for us to develop a shared understanding of the issues, collaborate to find practical solutions, and commit ourselves to adhere to agreements/conventions/protocols. These international treaties/agreements/conventions/protocols are generally not legally binding but lay down the basic principles to be implemented by ratifying countries. For example, the world’s biggest environmental challenges such as climate change impacts, air pollution, deforestation are not confined to a country within its geographical boundary, but they are transnational. These problems have solutions only if all nations join together and make concerted efforts to meaningful actions. The most talked-about international agreement, i.e., Paris Climate Change Agreement, has been ratified by 191 Parties out of 197 Parties to the Paris Agreement.10 Every party to the agreement is morally responsible for exercising choices in accordance with the agreement’s objectives. It is also obligatory for public bodies to use procurement to contribute to the global climate emergency and report progress as a part of KPI in their annual performance matrix. Similarly, there are many international agreements/conventions/protocols, given in Table 4.6, that impact procurement decisions and could be leveraged to integrate sustainability in purchasing decisions.Table 4.6International agreements/conventions/protocols


	S.no
	Agreements/conventions/protocols
	Subject matter of agreements/conventions/protocols

	1
	Paris Climate Change Agreement 2015
	Limit on emission of GHG emissions such as carbon dioxide (CO2); methane (CH4); nitrous oxide (N2O); hydrofluorocarbons (HFCs); perfluorocarbons (PFCs); and sulfur hexafluoride (SF6)

	2
	Kyoto Protocol to the Framework Convention on Climate Change, 1997
	Limit on emission of carbon dioxide (CO2); methane (CH4); nitrous oxide (N2O); hydrofluorocarbons (HFCs); perfluorocarbons (PFCs); and sulfur hexafluoride (SF6)

	3
	Montreal Protocol on Substances that Deplete the Ozone Layer, 1987
	Limit on production and consumption of Ozone Depleting Substances (ODS)

	4
	UN Stockholm Convention on Persistent Organic Pollutants, 2001
	Limit of production and use of Persistent Organic Pollutants (POPs)

	5
	UN Basel Convention on the Control of Transboundary Movements of Hazardous Waste and Their Disposal, 1989
	Transport and disposal of hazardous waste substances

	6
	ILO Declaration on Fundamental Principles and Rights at Work
	Respect, promote, and fulfill the principles related to fundamental rights at work





The agreements/conventions/protocols given in Table 4.6 are not exhaustive but only indicative. Any deviation from these agreements/conventions/protocols by any actors in the supply chain is non-negotiable. Applicable terms and conditions can be suitably designed and inserted in tender and contract conditions to enforce their compliance by winning vendors in the supply chain. The provisions in these agreements/conventions/protocols can also be leveraged for designing technical specifications for purchasing products, works, and services. For example, the provision in Montreal Protocol on Substances that deplete the Ozone Layer can be used to purchase environment-friendly refrigerants with low Global Warming Potential (GWP). During 2008, Indian Railways switched from the use of CFC-12 to HFC-134a for meeting the air conditioning needs of coaches, given India’s commitment to the Montreal Protocol. Similarly, the Paris Climate Agreement could be used for minimizing carbon impacts of procurement decisions.
However, to seize the opportunities, contracting authorities need to know these agreements/conventions/ protocols thoroughly and use them effectively to maximize the outcome of their purchasing decisions.
4.9 Tools for Implementing Sustainable Procurement in India
The availability of tools to guide and facilitate contracting authorities in embedding sustainability in purchasing decisions plays a decisive role in uptake of sustainable procurement implementation in any country. We have seen how availability of tools for facilitating procurers in European countries has helped Europe emerge as champion of sustainable procurement. The following sections describe available tools and schemes in India and how they could potentially support sustainable procurement implementation in India.
4.9.1 Indian EcoMark Scheme
The Ministry of Environment, Forest and Climate Change (MoEFCC) instituted a scheme known as EcoMark on labeling environment—friendly products in 1991. The logo of EcoMark is shown in Fig. 4.9. An earthen pot, used as EcoMark logo, uses earth, a renewable resource, does not produce hazardous waste, and is energy efficient. Moreover, its solid and graceful form represents both strength and fragility, which also characterizes the ecosystem.[image: ]
Fig. 4.9Indian EcoMark


The scheme is administered by the Bureau of Indian Standards (BIS) on a national basis. It provides accreditation and labeling for household and consumer products that meet specific environmental criteria besides quality requirements as per the relevant Indian standards. The main objectives of the scheme are twofold. On the one hand, it creates awareness among consumers to purchase products with less harmful environmental impacts and rewards manufacturers for their efforts in reducing adverse environmental impacts of their products. On the other hand, it encourages manufacturers to produce environmentally friendly products.
The implementation of the EcoMark Scheme is done in a three-tiered process. First, an inter-ministerial Steering Committee, constituted by MoEFCC, is responsible for identifying product categories, creating awareness of the scheme through promotion, and formulating strategies for the scheme. Second, a Technical Committee, constituted by CPCB, is responsible for identifying the product, evaluating its environmental impacts, determining its criteria for the award of EcoMark label, and recommending the product to the Steering Committee for notification of the criteria in the official gazette. Finally, the Bureau of Indian Standards (BIS), Ministry of Consumer Affairs, Government of India‚ is the implementing agency to administer the entire scheme and contract with the manufacturers allowing the use of EcoMark label.
The MoEFCC has so far notified the following 16 product categories (Fig. 4.10) to be covered under the EcoMark scheme (CPCB 2022). The EcoMark Scheme is applicable nationwide and grants certification for products that adhere to specific environmental criteria combined with the quality thresholds set in the relevant Indian standards. The criteria follow a cradle-to-grave approach, i.e., from raw material extraction to manufacturing and disposal, including production process, natural resources, energy consumption, waste generation and disposal during production, utilization of recycled materials, and suitability for recycling and biodegradability.[image: ]
Fig. 4.10List of product categories under EcoMark scheme


There are 292 standards (IS code) with EcoMark criteria. However, currently, there are only 52 manufacturers registered for 14 products, but the validity of their EcoMark license has expired long back (MoF 2018). During the meeting of the Task Force on SPP, the representative of the BIS clarified that it is also not known whether manufacturers have adequate capacity to meet the requirements of government and private consumers if EcoMark certification is made mandatory for these products.
Mehta (2007) has taken a poor view of EcoMark scheme and has stressed that despite broad international acceptability of ecolabel as an important market-based instrument to influence behaviors of consumers and producers towards environment-friendly products, the Indian EcoMark scheme has been a complete failure. Even the manufacturers, who have an EcoMark license for their products, hardly use the EcoMark logo on their product’s packaging as it does not differentiate their products from the rest and bring any distinct advantage to them. The reasons for the disastrous performance of the scheme have been many. Some of the important ones are:	lack of environmental consciousness among consumers;

	lack of demand for EcoMark products from the government;

	easy and cheap availability of non-environment-friendly products;

	weak management and diffused responsibility.





Most countries have supported uptake of ecolabeled products by mandating contracting authorities to give preference to such products while purchasing. However, unlike many countries, India has not issued any guidelines to contracting authorities regarding purchasing ecolabel products. As such, the concept of buying ecolabeled products did not take off in India. Thus, the poor uptake of green procurement in India cannot be entirely blamed on the failure of the Indian EcoMark scheme. However, it would undoubtedly be a key decisive factor for the success or failure of the SPP program in India in the future.
4.9.2 Private Voluntary Sustainability Standards and Ecolabels
Sustainability standards and ecolabel are closely related, but one need not be confused with each other. As per United Nations Forum on Sustainability Standards (UNFSS), “Voluntary Sustainability Standards (VSS) are special rules that guarantee that the products you buy do not hurt the environment and the people that make them.”11 A sustainability standard prescribes a set of minimum social and environmental criteria that a product must satisfy to get a label—an ecolabel—to be displayed on the products. They offer a reasonable means to verify the sustainability credentials of products and are an excellent tool for both consumers and procurers to identify the right products. They are especially relevant because, as discussed above, the EcoMark scheme virtually failed to take off in India. Therefore, there is a need to pay close attention to the progress in Voluntary Sustainability Standard (VSS) and ecolabel space in the last two decades.
Most VSS initiatives have come from private sectors in response to customers’ demands for ethical and safe environmental practices in the supply chain of products. One of the first sustainability standards was the Fair Trade standard established by the Dutch in 1980, and the first-ever standard and ecolabel was Blue Angel, established by the German government in 1978 (Babu 2020). VSS since then has helped develop a market for socially and environmentally responsible products. Further, it compensates for the lack of local or/or national government’s capacity to regulate compliance against mandatory legal requirements such as protecting human health, safety, and the environment. The number of VSS has grown steadily across the globe. Today, the market regulator and government in many countries have embraced standards and ecolabel to transform the market towards sustainable products and services. The compliance to VSS and ecolabel might become a kind of a passport in future for entry into the global export market. In highly regulated markets such as the USA and European Union, the market access even now depends not only on the product’s price but also on the ecolabel that it carries on the product’s package.
India, too, has witnessed a proliferation of VSS recently as an increasing number of producers and manufacturers are becoming an integral part of the global value chain. For example, the forest area certified by Forest Stewardship Council (FSC), a globally recognized standard for responsible management of forest, has grown from 644 Ha in 2007 to 508,216 Ha by the end of 2016 (Manoharan 2016). The Rainforest Alliance began its operation in India in 2007 and by 2015 took more than 850 tea estates, producing about 15% of the country’s tea production, under its certification across India (Rainforest Alliance 2015). The Better Cotton Initiative (BCI) is the most extensive cotton sustainability program globally, providing training on sustainable farming practices to more than 2.3 million cotton farmers in 23 countries, representing 22% of global cotton production. India has the most significant number of farmers participating in the BCI Programme‚ and they produced 652,000 tons of better cotton on 785,000 hectares in 2018–2019.12 Similarly, other VSSs such as Fair Trade, SA 8000‚ etc. have become very popular among industries eying export markets in Europe and North America. The ISO 14001 Environment Management System has also gained traction, and the number of organizations having this certification has soared from a mere 400 in 2001 to 8,446 in 2019 (Kumar and Dua 2021). These examples show that VSS footprints have been increasing day by day, and their recognition as an instrument to facilitate better market access has been increasing.
India has also seen the dawn of a promising Type-1 Ecolabel, GreenPro, promoted by the Confederation of Indian Industries (CII). It is also accredited with the Global Ecolabelling Network (GEN), meaning GreenPro labeled products are recognized by participating ecolabel organizations in different countries. It primarily caters to the needs of building projects aspiring to achieve IGBC Green Building Rating, having a footprint of over 7.75 Billion sq. ft, and enables them to choose sustainable products for reducing the environmental impacts during the life cycle of buildings and factories. GreenPro labeled products have made a rapid stride in the market since its beginning in 2015. It currently covers products and materials that can contribute to over 90% of the construction cost of a building (Seshan 2020). It has reduced the need for imported materials to get additional points for green certification of the built environment. According to GreenPro (2019), 2500 products under 25 product categories of over 135 companies have GreenPro ecolabel, and over 125 companies are in the process of getting GreenPro label for their products. The product range includes construction blocks, paints, tiles, cement, cleaning chemicals, ready mixed concrete, etc. GreenPro labeled products get additional credit points (max. 15%) in all IGBC Green Building Rating Systems. CII has also launched GreenPro certification for industrial products and plans to enter consumer products and services (Karthikeyan 2017).
CII has also signed an MoU with Thailand Environment Institute to mutually recognize each other’s ecolabel, facilitating market access to GreenPro awarded products in Thailand. The MoU has helped increase penetration of GreenPro labeled products in the green building market abroad and further enhanced the value of the GreenPro label for manufacturers of green products. All these developments have augured well for GreenPro, and it has firmly established itself as a credible ecolabel for building products in India.
It can be seen from the above that VSS and ecolabel have well arrived and made a quiet inroad into the Indian market. They virtually provide a license to agriculture producers and manufacturers in India, aiming to export their products to overseas markets. However, what is noticeable here are the facts that demand for VSS has seen a steady rise from producers and manufacturers and not from the purchasers or users in India. Secondly, these VSS and ecolabel have been patronized mainly by private players and not as much by public authorities operating in the same market. In fact, the experience of VSS engagement with public procurement authorities in India has not been very encouraging, as we will see in the following paragraphs. The experiences support the case for an independent, science-based, third-party verified label, preferably owned by public or civil society, to encourage their uses in public procurement. Further, the government needs to come up with a clear guideline on selecting a credible private VSS and ecolabel for public procurement so that their uses for setting and verifying environmental criteria in tenders could be accelerated.
4.9.3 BEE Energy Star Rating Scheme
The Bureau of Energy Efficiency (BEE) is a statutory body under the Ministry of Power, Government of India, established in 2001 under the Energy Conservation Act, 2001. BEE started its Energy Star Rating Program for electrical appliances in 2006 with a voluntary label for Room Air Conditioner and Refrigerator. The hypothesis behind such a scheme is that energy efficiency is considered an essential attribute in consumers’ product choices. Therefore, information about the energy-saving potential provided through labels may effectively drive consumers’ preferences towards energy-efficient products. The Programme has evolved gradually, and it currently covers 26 items—10 items under Mandatory Scheme and 16 items under Voluntary Scheme. Table 4.7 gives details of items covered under the Mandatory and Voluntary Scheme. It is important to note here that “mandatory” means that products under this category need to have a rating based on criteria determined by BEE and not just fulfill a standard for the products. The scheme lays down Minimum Energy Performance Standard (MEPS) for commonly used equipment, and products meeting those minimum requirements are awarded BEE’s 1-Star. Under the scheme, the product is rated on a scale of 1 to 5, with the most energy-efficient product getting a 5-Star rating.Table 4.7List of items under BEE’s Energy Star Rating Program


	Mandatory scheme
	Voluntary scheme

	Room Air Conditioner, Frost-Free Refrigerator, RAC (Cassette, Floor Standing Tower, Ceiling, Corner AC), Variable Capacity Air Conditioner, Tubular Fluorescent Tube, Color TVs, Direct Cool Refrigerator, Electric storage type geyser, Distribution Transformers, and LED
	Induction Motors, Ceiling Fans, Agricultural Pump Sets, LPG Stoves, Washing Machine, Computer (Notebook/Laptops), Ballast (Electronic/Magnetic), Office equipment (Printer, Copier, Scanner, MFD), Solid State Inverter, Diesel Engine Driven Monoset Pumps for Agricultural Purposes, Diesel Generator, Chillers, Microwave Oven, Solar Water Heaters, Light Commercial AC, Solid State Inverter, and Deep Freezer


Source BEE (2022)



BEE Energy Star Rating scheme is the most successful and recognized ecolabeling program in India. It has played a pivotal role in raising awareness of consumers on energy efficiency and changing their behaviors. Zhou and McNeil (2014) have shown that the market share of the most efficient (5-Star Labeled) refrigerator increased rapidly after its introduction in 2006 and captured most of the refrigerator market by 2011, with average energy efficiency improvement of about 3% on an annual basis. The study further showed that the BEE Energy Star Rating Program had benefitted both consumers and manufacturers. On the one hand, it helped raise the environmental consciousness of consumers and drive a positive attitude towards labeled products; on the other, it provided a tool to manufacturers to differentiate their products in the market (Sharma and Gupta 2013). As a result of consumers’ positive response towards energy-efficient products, reflected in their growing sales and popularization, the market has shifted towards production and sales of higher energy-efficient products.
MoF (2013) Government of India has notified the minimum threshold BEE Star Rating for procurement of different equipment and appliances by ministries, departments, and subordinate offices (Table 4.8). If implemented, the office memorandum is aimed at making a saving of 250 MW through procurement of these items and transforming the market towards energy-efficient appliances (IEA 2021). Some states such as Haryana had also notified mandatory procurement of BEE 4-Star labeled Frost-Free Refrigerator, Direct Cool Refrigerator, Air Conditioners (both split and window), Tubular Fluorescent Lamps, and Distribution Transformers in 2007 (HAREDA 2007) (Fig. 4.11).Table 4.8Minimum threshold BEE Star Rating for procurement


	Equipment and appliances
	Minimum prescribed BEE Star Rating

	Split air conditioner
	5 Star under normal conditions where annual usages are expected to be more than 1000 h

	3 Star where usage of AC is limited, e.g., in conference rooms

	Frost-free refrigerator
	4 Star

	Ceiling fans
	5 Star

	Water heaters
	5 Star



[image: ]
Fig. 4.11Logo of BEE Star Rating (https://​beeindia.​gov.​in)


However, Singh and Gaurav (2020) have found that despite government interventions, the market share for 5-Star air conditioner has been hovering around 20% since 2011–2012 due to the higher initial price of the BEE 5-Star air conditioner. This suggests that a labeling program can increase the market share of energy-efficient products up to a certain extent‚ but it needs to be complemented by other interventions such as consumer education, financial intervention to achieve greater transformation. Therefore, innovative business models coupled with consumer education could significantly address affordability concerns and tilt the market towards higher energy-efficient products. Demand aggregation and bulk procurement of LEDs by EESL under the “UJALA Scheme” has successfully increased LEDs’ market share and affordability. The price of LEDs has dropped from approx. $4.15 in 2014 to less than $0.5 in 2016. The distribution of 366 million LEDs under the scheme has resulted in a saving of USD2.54 billion per annum and a reduction in energy consumption of 47.5 billion kWh per annum.13 The details of the scheme have been discussed in Case Study 2. EESL has been trying to repeat its success in the air-conditioning market by leveraging economies of scale through demand aggregation and bulk procurement strategy. EESL has launched the first phase of EESL’s Super-Efficient Air Conditioning Programme, offering 40% more energy-efficient air conditioner at prices comparable to the available variants in the market to consumers in Delhi.
Abhyankar and Phadke (2017) have identified the top ten electricity-consuming appliances and equipment such as air conditioners, chillers, refrigerators, TVs, ceiling fans, lights, electric water heaters, agricultural pumps, motors, and distribution transformers, which would constitute more than 60–70% of the peak load by 2030 and have advocated aggressively enhancing energy efficiency of these products. The research has further projected potential energy savings of 300 TWh/yr at bus-bar, a peak load reduction of over 70 GW, and avoided CO2 emissions of 200 million tons/year by 2030 that can be achieved cost-effectively by enhancing their energy efficiency (Abhyankar and Phadke 2017). TERI has estimated that replacing 20 million pump sets currently used in the agriculture sector with an energy-efficient pump set alone has an electricity savings potential of about 41,000 GWh annually, amounting to approx. 7.00% of the total electricity production in India (TERI 2010). Focusing on these ten products could potentially serve as a good roadmap for achieving climate change mitigation targets through bulk procurement of energy-efficient appliances combined with innovative collaboration and financing.
In this regard, it is worth mentioning the role of Energy Service Companies (ESCOs) that not only develop, design, build but also make initial capital investment and undertake technical and commercial risks associated with energy-efficiency projects. They undertake energy-saving performance contracts that typically involve large initial capital investment with a relatively long payback period. It employs a performance-based contracting methodology to make debt repayment from the reduced energy costs as a result of energy conservation measures to save energy, reduce energy costs, and decrease operations and maintenance costs at the facilities. In a street lighting project using an energy-saving performance approach, Akola Municipal Corporation achieved an annual energy saving of 2.1 million kWh, representing a reduced electricity bill of USD133,000.00 per year with the project payback period of just 11 months. Malaysia has also initiated a pilot project, MyRelamp, at the local authority to retrofit energy-efficient lighting to support its Low-Carbon Cities initiatives. This shows a huge potential for using the ESCOs model to save electricity by retrofitting energy-efficient technologies in existing residential, industrial, and commercial buildings.
Currently, BEE has empaneled 149 ESCOs based on the availability of technical manpower, financial strength, market position, and their capability to implement energy efficiency projects through performance contracting. Out of the total estimated energy-efficiency market of USD20.0 billion in India, only 5% potential has been tapped by existing ESCOs, leaving a huge opportunity for expansion. The model can further be tweaked to reduce GHG emissions from commercial projects thus contributing to India’s Paris Climate Change commitment.
4.9.4 ZERO-Effect and Zero-Defect Framework (ZED)
The MSME sector in India contributes about 45% of manufacturing output, 40% of export, 38% of the nation’s GDP, and employs over 110 million Indians (Mukherjee 2019). That is why the SME sector is aptly termed as an engine of growth for the Indian economy. However, the sector is also known for its general apathy towards quality and environmental standards, often impeding its entry into the premium export market. In the past, regulatory measures by the government to bring about changes in manufacturing practices of SMEs have not been very successful. Therefore, there was a strong need for a market-driven scheme that evaluates SMEs on multiple criteria related to quality and sustainability of products and creates sufficient pull in the market for onboarding SMEs on the scheme.
With this aim in mind, the Ministry of Micro, Small, and Medium Enterprises (MSME), along with the Quality Council of India (QCI) and industry associations, launched the Zero Effect and Zero Defect (ZED) Scheme in 2016. The scheme envisions establishing an ecosystem for competitive, quality, and clean and green manufacturing, promoting the development of world-class products and expanding markets for MSMEs by creating a culture of quality and environmental consciousness in the manufacturing practices of MSMEs. The scheme strives to achieve the global competitiveness of MSMEs by providing them financial support in assessing, rating‚ and handholding their manufacturing processes on quality and environment aspects. The scheme is considered a cornerstone of the Government of India’s flagship “Make in India” Programme to turn India into a global manufacturing hub and raise the share of manufacturing to 25% of GDP by 2022. The policy proponents expect that MSMEs would reduce their environmental impacts after adopting the ZED maturity framework by adopting sustainable manufacturing practices, increasing productivity, expanding their market share, and ultimately becoming a reliable vendor to CPSUs/government.
ZED Maturity Assessment Model is a holistic evaluation and certification system to assess manufacturing units against 50 quality and environment assessing factors. These factors include process automation, capability, design, safety and hygiene issues, waste management, defect rate, and people management. SMEs are evaluated against each assessing factor and given a score of 1–5 depending on their maturity level as Struggler, Beginner, Organized, Achiever‚ and World Class, and the average of scores is used to award them Bronze, Silver, Gold, Diamond, and Platinum rating (Fig. 4.12). The ZED Model follows a four-step process—Free online registration by the unit, Free online self-assessment, Online verification of evidence by ZED Desktop Assessors, and On-site assessment by the third-party accredited Credit Rating agencies. A ZED Platinum rating informs that the manufacturing unit is of global standard and follows international best practices. Thus, the unit can continuously improve its manufacturing process and move up the ZED maturity assessment ladder. Therefore, a ZED rating assigned to organizations is like a scorecard that gives insights into their quality and sustainability performance.[image: ]
Fig. 4.12ZED maturity assessment model


The best part of the scheme has been the involvement of industry bodies in rolling out the scheme and creating awareness of ZED among vendors in different parts of the country. In addition, the Central Government has approved a “Financial Support to MSMEs in ZED Certification Scheme” in 2016 with a total budget of INR4910 million to motivate them to assess their enterprise for ZED (M/o MSME 2016). In order to create a pull factor for onboarding of MSMEs on the ZED scheme, several state governments have extended several financial benefits such as financial support for quality certification, technology acquisition, purchase of testing equipment, reimbursement of expenditure on the registration fee for ZED assessment, etc. to MSMEs. A few banks, namely State Bank of India and YES Bank, have announced 0.5% concession in Interest Rate on loans to these MSMEs. As per data available on the ZED portal, 25,873 MSMEs have participated in the ZED awareness program, 23,948 have registered for assessment of their unit (PIB 2021), and 304 have got ZED certification. However, the current number of MSMEs having ZED certification is still insignificant as compared to approx. 63.4 million MSMEs in India. It is expected that in the coming years, more and more MSMEs will be able to join this scheme and improve their production process to become truly world-class vendors in terms of quality and sustainability performance.
4.9.5 Use of EPEAT as Environmental Criteria in Tenders in India
Dazeinfo (2020) has estimated that international players such as Dell, HP, Acer, Apple, and Lenovo control India’s Personal Computer (PC) market. Their combined share in total PC shipment in India has been steadily rising from 84.2% in the first quarter of 2017 to 93.2% in the first quarter of 2021 with some ups and downs (Statista 2021). The IT products market is considered mature for introducing sustainability criteria in public procurement because these manufacturers serve the global market with sustainability criteria. Therefore, unlike other products, there appear no supply-side constraints in introducing sustainability criteria in the procurement of IT products like PC.
The Electronic Product Environmental Assessment Tool (EPEAT), an environmental rating system from the US-based Green Electronics Council (GEC), launched its registry for electronics manufacturers in India in July 2014. India, thus, became the 43rd country in the world to have EPEAT registration and verification services. The EPEAT has been one of the trusted certifications in the IT space worldwide, addressing the sustainability of IT products using a life cycle approach. To get EPEAT certification, manufacturers must register their products on a country-by-country basis to ensure that product and service criteria are supported and verified for local markets. Soon after the opening of the EPEAT registry in India, HP received the highest rating EPEAT Gold certification for its 18 products sold in India (India Infoline 2014). Other players like DELL also aggressively followed HP in the EPEAT registry for its products in India.
By the end of August 2020, there were 552 different products under the computer and display category of four manufacturers, namely Acer, ASUSTek, Dell, and HP, having active EPEAT registry in India.14 Similarly, Table 4.9 gives the number of other products having an active EPEAT registry in India. The progress of the EPEAT registry in India is remarkable considering that the government prescribes no such requirement for buying computers and imaging equipment.Table 4.9Number of product having active EPEAT registry in India15



	S.no
	Product type
	No of products with active status
	Name of manufacturers

	1
	Computer and display
	552
	Acer, ASUSTek, Dell, HP

	2
	Multifunctional devices
	193
	HP

	3
	Printer
	106
	HP





The market share of global brands such as HP, Dell, and Lenovo has been growing every year while that of Indian manufacturers has been dwindling, mainly confined to the lower end of the spectrum. After the launch of the EPEAT registry in India, the global brands found another opportunity to differentiate their products, and they rushed to get their products EPEAT certified. Interestingly, Chhattisgarh State Industrial Development Corporation Limited placed rate contracts for computers in which they asked for EPEAT certification besides other certifications like BEE, Energy Start, ROHS Compliance, etc. though there is no such guidelines at Central or State levels. In recent times, many organizations in India, such as the Survey of India Chennai, Director General of Hydrocarbon Noida, National Center for Antarctic and Ocean Research Goa, Indira Gandhi National Forest Academy Dehradun, have been inviting tenders to supply and install workstations/desktop computers in which they specifically asked for models having ENERGY Star/EPEAT/TCO certification. However, no data is publicly available on how many public authorities have actually placed supply orders for computers with EPEAT certification.
EPEAT criteria for buying computers and monitors by public agencies in India have also seen controversies. Post-EPEAT registry in India, DGS&D (earlier avatar of GeM) had floated a tender in late 2014 to finalize the rate contract for computer and display unit with EPEAT certification for the offered model. The domestic PC manufacturers found this clause discriminatory and represented to the Ministry of Electronics and Information Technology (MEITY). The MEITY wrote to DGS&D to drop this clause as it was apprehended that Indian manufacturers of PCs would find it challenging to meet EPEAT criteria.16 Notwithstanding this letter, DGS&D finalized a rate contract for personal computers on M/s Lenovo with EPEAT Gold certification.
Subsequently, MEITY (2018) came up with another Office Memorandum in the light of the Public Procurement (Preference to Make in India) policy announced by the Government of India in 2017. The memorandum prohibited the use of ENERGY STAR/EPEAT criteria as eligibility conditions for buying laptops/desktops stating they are not relevant to India and unduly favor multinational companies over the Indian manufacturers. It further advised all procuring entities to use BEE performance rating, Restriction on Hazardous Substances (RoHS), and Extended Producer Responsibility (EPR) for purchasing PCs and laptops. It is seen from the perusal of the BEE performance rating system for laptop/notebook computers (BEE 2016) that scope is limited to the energy labeling requirements for Desktop/notebook/laptop. On the other hand, EPEAT criteria for computer and display are comprehensive environmental criteria based on the life cycle approach and subsume RoHS and EPR conditions. The country registry of EPEAT ensures that country-specific laws related to the disposal of computer and display equipment are adhered to by the manufacturing company irrespective of domestic or MNC. ONGC, perhaps, has understood the importance of domestic registry of International standards in India and incorporated a clause in its manual that bars use of certification as essential eligibility criteria for domestic procurement of electronic products if that certification does not have a registry in India like EPEAT, GREENPEACE (ONGC 2015). This means that contracting authorities in ONGC can use EPEAT as essential eligibility criteria for procurement of electronic products.
In some cases, contracting authorities have asked for EPEAT certification without fully comprehending its meaning. For example, one of the CPSUs of the Ministry of Petroleum and Natural Gas in its tender for procurement of High-end workstations in 2017 did not ask for EPEAT certification for workstations but inserted the following as a part of technical specification of workstations (DGH 2017a).Power Source: “AC Power 220V (+/− 10%) & 50Hz (+/− 1%), 100 Watts or better 90% power efficient, EPEAT certified”



Even after representation by probable vendors in pre-bid meetings, the EPEAT certification criteria for power source were not withdrawn (DGH 2017b). Obviously, Green Electronics Council does not issue any separate EPEAT certification for “Power Source” but for the whole workstations.
The detailed discussion on the use of EPEAT in purchasing decisions was considered essential to highlight an urgent need for bringing a comprehensive guideline to regulate the use of VSS in public purchasing. The issue assumes a greater significance because the use of voluntary environmental standards is permitted under Para 2.2 ix of the Manual for Procurement of Goods 2017. The OM dated 24.01.2018 is not in line with the provision of the Manual for Procurement of Goods. It leaves open to contracting authorities to interpret policy on the use of VSS and apply them that suit the most in a given situation. Therefore, it is not surprising to find that the Reserve Bank of India (RBI), in their RFP for rate contract for supply and installation of computers/laptops for the period 2019–2020, has inserted EPEAT certification in the technical specification (RBI 2019b). This violates OM dated 24.01.2018 but is in accordance with the Manual for Procurement of Goods 2017. Such contradicting provisions is precisely one of the reasons why the use of VSS in public purchasing has been minimal even after three years of publication of the Manual for Procurement of Goods 2017.
The EPEAT example further illustrates the displacement strategy employed by global players using standards to capture the domestic market. Thus, if a country has a national ecolabel, it can protect the local market by gradually introducing more and more ambitious product standards until domestic players are ready to compete with global players. Therefore, if MEITY’s Office Memorandum in 2018 was issued with the aim to develop a national BEE label to protect domestic manufacturers in the short term and prepare them to compete with global players in the long term, it is a step in the right direction. However, while developing a performance rating system for Desktop/notebook/laptops, BEE needs to consider that the largest environmental and social impacts in the case of (most) electronic products occur during the production phase of the life cycle. Therefore, increasing the durability of IT products is critical for minimizing these impacts. This can be done by enhancing reparability, durability, and especially guarantees and warranties of products. It is hoped that BEE will take them into consideration while coming up with the next version of its performance rating system for Desktop/notebook/laptop.
4.9.6 Use of Life Cycle Costing in Tenders in India
As discussed above, GFR gives only passing reference to use of life cycle costing while preparing estimates for engineering works. The Ministry of Finance has reiterated the provisions contained in GFR in 2019 and stated that LCC may be considered while designing the project (MoF 2019b). The use of life cycle costing has not been specified for evaluating tender in GFR and Manuals. In absence of a clear policy direction coming from the Procurement Policy Division of Government of India, demands to allow the use of LCC for holistic evaluation of offers have been coming from various quarters. For example, the Financial Commissioner, Railway Board in his address to finance officers in 1995, exhorted them to use life cycle cost progressively instead of the tendency to go in for the lowest tender in every case. In 2003, the Ministry of Railway constituted a committee to identify items for undertaking their procurement on LCC basis and to examine various issues involved in adopting LCC (MoR 2003a). The Committee recommended eight items for procurement using LCC and suggested model tender conditions as well as evaluation criteria for three products. The Ministry of Railways again in 2011 issued guidelines mandating inclusion of 5 years Annual Maintenance Contract (AMC) cost beyond warranty period for the purpose of comparative evaluation of offers for procurement machinery and plant (M&P) items (MoR 2003b). The guideline further provides for disclosure of rate of discounting and Net Present Value (NPV) formula in the tender document. The AMC charges shall include all costs of personnel, spares, etc. except the cost of consumables required for day-to-day operations. The guidelines related to inclusion of AMC charges in the evaluation of offers for procurement of M&P items are widely used within railways since then.
Similarly, there are also examples of the use of some aspects of LCC by other contracting agencies in India. For example, the Ministry of Defense had been using the Total Cost of Ownership (TCO) model based on the life cycle cost (LCC) for capital acquisition for the Indian Air Force and Indian Navy (PBI 2014). The Defence Procurement Procedure that governs capital acquisitions by the Ministry of Defence provides guidance on LCC-based procurement (Verma 2015). However, the use of LCC thinking in procurement in India has not been without controversies. One such case (Box 4.3) of procurement of 486 Electrical Multiple Units (EMU) at an estimated cost of about USD670 million by Delhi Metro Rail Corporations went to the Supreme Court. It is the first public tender valuing more than US$500 million in which life cycle thinking has been applied in procurement decisions in India. The global experiences of running urban metro rail services show that capital cost, energy cost, and operation and maintenance (O&M) cost of metro coaches, each contributes roughly about one-third towards the total life cycle cost of the EMUs. Therefore, going beyond just the capital cost for acquisition of metro coaches and giving equal weight to energy cost over the life cycle was a well thought out decision. It is important to note that the bid for this tender was invited in 2012 when “Life Cycle Costing” was not even mentioned in the then GFR. The Supreme Court of India did not flag any violation of the public procurement framework in taking energy cost over the life cycle of 30 years as evaluation criteria for procuring coaches worth over UD$670 million. This shows that as long as evaluation criteria are clearly spelt out in the tender document and bids are opened and evaluated in a transparent and fair manner, the existing public procurement framework does not bar any contracting authority in applying life cycle costing in tender decisions.
Box 4.3: Case Study 4—Use of Life Cycle Costing for Procurement of Caches for Delhi Metro
Delhi Metro Rail Corporation (DMRC) Ltd, a unit of the Government of India, invited a two-package International Competitive Bid for Design, Manufacture, Supply, Testing and Training of 486 Electrical Multiple Units (EMU) in 2012 at an estimated cost of about USD670 million. As per the tender condition, the bidders were required to give Guaranteed Energy Consumption (GEC), which will be loaded on the capital cost for the evaluation of the bids based on advertised formula. Bidders were specially notified that if the actual measured energy consumption is found higher than the GEC value quoted by the bidder, the penalty shall be imposed for the excess energy consumption. The GEC values consisted on two factors‚ namely “X”—the electricity consumption for the operation of the train without HVAC and “Y”—the electricity consumption for operation of train with HVAC.
A pre-bid conference was held to clarifies issues raised by interested bidders. Eight bidders submitted their offers, out of which only six bidders were found to be technically eligible. The inter se ranking of different bidders based on their financial bid before and after loading the GEC value quoted by them in their technical offers is summarized below.	S.no
	Name of firm
	Ranking (without loading)
	Ranking (after loading on account of GEC)

	1
	Siemens Consortium
	L-1
	L-4

	2
	Bombardier Consortium
	L-2
	L-5

	3
	Hyundai ROTEM
	L-3
	L-1

	4
	Alstom Consortium
	L-4
	L-3

	5
	CAF Consortium
	L-5
	L-2

	6
	Hitachi + BHEL
	L-6
	L-6




Accordingly, the award was given to L-1 bidder M/s Hyundai ROTEM based on the combined financial price and loading for the GEC.
M/s Siemens alleged that the GEC values offered by M/s Hyundai ROTEM were untenable and unsustainable and approached the Supreme Court of India (Civil Appeal No. 2068 of 2014) that it should be considered as L-1 instead of determining the inter se position of the bidders on the basis of a supposedly anticipated saving in the consumption of energy on a life cycle of 30 years. The advocate for respondent argued that tender condition clearly stipulated that GEC value quoted by the bidders will be used in the process of the evaluation of the bids. Further, the parameters for evaluation of bids were uniformly applied to all the bidders under a procedure that was open, transparent‚ and fair as required by law. It was further argued that the lowest tenderer is under an onerous obligation to make good the GEC values or else end up paying a penalty at a rate, which is higher than the amount by which the financial bid has been loaded on a per unit of energy basis.
The Court ruled that irregularity, if any, in the process of evaluation of the bids needs to be examined by a reference to the conditions of the tender notice under which the tenders were invited, received, processed, evaluated, and eventually accepted. It noted that that it was common knowledge that the price bid offered by the tenderers was not itself a decisive factor for the award of the contract. The GEC values (comprising “X” and “Y”) quoted by tenderers in their technical bids and its loading after converting them into INR to the price bid of the tenderers were equally important for award of the contract. The Court found no error in conversion of such values in INR and their loading to the price bid of all tenderers, resulting in M/s Hyundai ROTEM becoming L-1 and M/s Siemens becoming L-4 and concluded that there was neither any illegality nor any irregularity in the process of evaluation of the bids and award of contract.
Discussions
This is the first case valuing above US$500 million, in which a public entity in India made attempt to think beyond the upfront cost of the capital equipment and apply life cycle thinking in procurement decision.
However, a lot of concerns have been raised by public procurement practitioners and policymakers on the rationale of loading of guaranteed energy consumption value after converting them into INR to the price bid of the tenderers. The issue was also discussed during the Fifth Meeting of the Task Force on SPP held on 26.06.2018. Some of the important concerns raised during the meeting are discussed below:
	a.
How will DMRC ensure that the winning tenderer would comply with the GEC value.
It is noted that a penalty clause has already been incorporated in tender condition for safeguarding the interest of DMRC. The defaulting firm is liable to pay penalty at the rate of INR40.3 million per unit of electricity committed in excess of the GEC values declared by it. Thus, the stipulated penalty works out to approximately 18.47% higher than the INR component loaded for each unit. This amount is deterrent enough for any business operating in any part of the world. More than the commercial risk, it is the reputational risks of the firm, in case of default in achieving committed GEC, that matters the most. All firms participating in the bid were of international repute‚ and they would not like to damage their own reputation and future credential.
There is absolutely no operational issue in measuring and tracking energy consumption by coaches on a real-time basis. The tender document clearly specified the methodology for verification of declared estimated energy consumption in actual uses.

 

	b.
Whether the money saved as a result of introducing GEC value will be more than interest on money if INR6.45 billion excess payment were invested in a bank?
This is a very valid concern. However, it is standard practice to select a formula for loading guaranteed energy consumption value after converting them into INR to the price bid of the tenderers such that it ensures benefits to the contracting authority. Fortunately, there is no subjectivity involved in arriving at present value and math is very clear about it. Only subjectivity involved in the process is regarding taking value of discount rate for calculating present value of future cash flows from a saving in energy bill. This is also made irrelevant when the central bank of a country prescribes the value of discount rate to be used in finding present value of future benefits.

 





The other thing that one must bear in mind is that saving in electricity bill is not the only benefit of using energy-efficient metro services. One also needs to consider the environmental benefits in terms of reduction in GHG emissions and its role in achieving climate change mitigation goals.
Therefore, it appears that the concerns raised by stakeholders are mostly from the financial angle without taking environmental benefits associated with the use of life cycle thinking. These concerns need to be addressed by raising awareness of stakeholders on life cycle thinking in public procurement.
Key Learnings
This case is landmark in many ways and has important learnings for public procurement practitioners.
	The case demonstrates how considering only the upfront cost of capital equipment could trick pubic agencies in buying products that has higher cost over the life cycle.

	The use of life cycle costing not only removes the structural inefficiency in public procurement as a result of considering only the upfront cost and brings down long-term cost‚ but it brings substantial environmental benefits too.






Discussion in the above paragraphs demonstrate that India currently has various tools to facilitate integration of sustainability in purchasing decisions. However, these tools have been used sparingly by public contracting authorities to influence sustainability outcomes of procurement decisions. It is certain that the future success of India on a sustainable procurement journey lies with mainstreaming the use of available tools in purchasing decisions; the magnitude of success depends on the ability of contracting authorities to effectively use these tools for addressing sustainability challenges and adapting to the new normal.
4.10 Summary
The exponential rise in consumer demands for resources in the medium and long term and their impacts on the environment and society has potential to unsettle India’s three decades of stellar economic development and future growth prospects. The challenges arising from astronomical growth in consumption will only worsen in the coming decades; finding solutions for them is an extraordinary opportunity. Unlike the nineteenth and early twentieth centuries, India does not have the luxury to extract resources at will without ensuring efficiency in their use. Therefore, government leaders need to rethink their approach to economic development to further, rather than hinder, sustainable development. Policymakers must hasten internalizing sustainability in policy and program of the Government of India to future proof its growth story.
While recent economic development has put India’s GDP close to that of the UK and France, it must avoid the mistakes of many developed countries struggling to retrofit and rationalize decisions limited by earlier works. Competing only on the GDP front without matured policy choices for addressing significant sustainability challenges would prompt nature to apply an automatic brake on India’s economic development trajectory. It needs to catch up in policy choices to reduce the consequences of economic development on the environment and society. Even its neighbor, China, has ensemble a bouquet of policy choices to protect and preserve the environment and promote resource efficiency and circular economy. A large economy like India will have to do much balancing for continuing its fast pace economic development in an environmentally and socially responsible manner.
India’s developmental challenges are so arduous and manifold; no one policy would suffice to address these challenges completely. SPP policy could be a great choice in combination with other fiscal and non-fiscal policy measures to foster ecologically sound, low carbon, and socially inclusive development. Procurement has a unique 360° view of the organization and market players‚ and thus‚ it can act as an instrument to address sustainability challenges both on the consumption and production sides by making it a central part of decision-making. Its emergence as a preferred tool in many parts of the world in a short period of about two decades attests to its robustness and efficacy in delivering sustainability outcomes in diverse situations. Out of the ten largest economies in the world in terms of GDP‚17 namely the USA, China, Japan, Germany, India, UK, France, Brazil, Italy, and Canada, nine of them have a comprehensive SPP policy framework and credible SPP program. In contrast, India’s “power of procurement” has only been used sparingly to achieve broader national developmental objectives. Such a conspicuous gap in uses and opportunities offers a massive opportunity for scaling up sustainable procurement practices in India.
India has a well-functioning public procurement framework that compares well with the best public procurement system in the world. However, discussions in the chapter revealed that GFR has weak provisions for facilitating the integration of sustainability in procurement decisions. It appears that facilitating the integration of sustainability in purchasing decisions was not on the table for deliberation while drafting GFR. Nowhere in GFR, achieving broader national objectives has been mentioned as one of the goals of public procurement. The mere reference to life cycle costing (LCC) in the context of preparing an estimate for works in GFR cannot be overstretched to mean that GFR facilitates the use of life cycle costing in purchasing decisions. In contrast, Manuals have advocated the principle of the Broader Obligation Principle that can be leveraged for embedding sustainability in purchasing decisions. Manuals for Procurement of Goods also have other promising provisions to facilitate sustainable procurement. Therefore, a concerted effort needs to be made for harmonizing provisions of GFR and Manuals and transforming the public procurement regime that better meets India’s developmental needs and delivers real value for taxpayers.
The public procurement function is decentralized in India. Some states have enacted a law on public procurement in contrast to the central government that still relies on executive orders to regulate public procurement. The fact that some states have enacted laws to regulate public procurement functions shows support of political leadership for procurement reform and their willingness to adopt best procurement practices. Moreover, they have proactively taken measures to professionalize public procurement functions. For example, efforts to professionalize procurement functions by providing training and setting certification requirements by the Government of Rajasthan are indeed praiseworthy and futuristic. Ideally, such states are better prepared and ripe for taking leadership on SPP policy development and implementation in India.
The size of procurement in central ministries, states, and municipalities presents a thought-provoking picture from a strategy point of view. In many states and CPSUs, annual procurement volumes are more significant than that of ministries at the Central level; it offers an exciting opportunity from a strategic point of view. Moreover, these states and CPSUs have sufficient purchasing power to influence market operators on their own and the capacity to provide leadership to the SPP program. Such a situation offers the opportunity to sensitize political and procurement leaderships at the sub-national level on sustainable procurement and motivate them to develop and lead sustainable procurement programs in their jurisdiction. This approach could augur well strategically for the spread of SPP in India. Therefore, advocates and stakeholders of SPP need to pay attention to opportunities lying at the sub-national levels and CPSUs in India while formulating any future strategy on developing and implementing SPP policy in a decentralized format.
India also has an array of socio-economic and environmental policies, which could be leveraged to promote and implement SPP in India. For example, the current directive to public authorities that mandates a minimum of 25% of their annual value of goods and services from the MSE sector has an origin, not in procurement directive but socio-economic directive. Similarly, other acts, rules, administrative orders, international agreements/conventions/protocols, and guidelines on environmental and social aspects offer opportunities to integrate sustainability in purchasing decisions by suitably harmonizing provisions and strengthening their cross-linkages with procurement policy. However, to seize the opportunities offered by sectoral and other policies and maximize the sustainability outcome of purchasing decisions, procurement professionals need to have a sound understanding of sustainability issues and have mastery of procurement functions so that they can exploit the opportunity available at different stages of procurement.
The chapter also discussed various labeling and voluntary standards, which are crucial for verifying the sustainability claims of vendors. The BEE Energy Star label has been the most successful label used widely for buying energy-efficient products by public buyers in India. The success of CII developed labels, namely GreenPro in building sectors, holds great hope for using other privately developed VSS and labels in India. However, experiences surrounding the use of EPEAT certification by contracting authorities for purchasing computers and monitors brought into focus the importance of the multi-stakeholder process for formulating policy on the use of VSS. In contrast, another label such as Indian EcoMark has not been used for buying sustainable products by public agencies despite its existence since 1991. The success of BEE and GreenPro product labels offers a ready-made template for restructuring the EcoMark scheme in India; its revival and strengthening for commonly used products hold enormous potential for SPP implementation. ZED Maturity Assessment Model has also emerged as an excellent tool for enhancing the sustainability of the supply chain and is waiting to be integrated with public procurement policy.
However, currently, these provisions remain scattered around the entire policy spectrum in the form of dots without any common thread that binds them together to communicate a clear message to all stakeholders. Further, their cross-linkages with public procurement policy at the various levels of governance have largely been missing. Leaving the task of discovering these policies/guidelines/acts/programs, comprehending them, and making sense of them on contracting authorities to drive sustainability outcomes through procurement is perhaps expecting too much from them. Most procurement professionals are sustainability illiterates. Their current training and the remits for carrying out procurement functions are inadequate to prepare them to connect these dots and take meaningful action to enhance the sustainability outcome of their procurement decisions. Therefore, the need of the hour is to connect these dots using a shared public procurement thread and bind them together under the SPP framework that communicates the same meaning to all stakeholders. Such a comprehensive SPP policy would bring clarity to the minds of procurers and provide them with a mandate to enhance the sustainability outcomes of their procurement decisions.
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5.1 Introduction
The chapter builds on discussions in the earlier chapters and assesses the presence, or absence, of critical drivers for SPP implementation in India. The idea is not to study challenges and drivers for SPP implementation per se but to examine these drivers in India’s current legal and institutional public procurement frameworks. The key drivers for the SPP implementation have been identified based on secondary literature.
It is difficult to arrive at a definitive conclusion regarding either presence or absence of an enabler, as arriving at such a decision is far more multifaceted than currently perceived, not to mention that it keeps evolving speedily. For example, making a broad statement that India’s current legal and administrative public procurement framework facilitates or prohibits the inclusion of sustainability in public procurement. Currently, only some provisions could be leveraged to integrate a particular aspect of sustainability into procurement decisions. The same provisions may not allow the inclusion of other aspects of sustainability. It would further depend on whether available provisions are understood and correctly applied by most procurers in actual practices. Therefore, it is essential to understand the degree to which the current framework facilitates or prohibits the inclusion of sustainability criteria in purchasing decisions. Such discussion is necessary for understanding gaps in SPP implementation in India and devising a strategy to bridge those gaps (discussed in Chapter 6). While drivers for SPP implementation discussed in the current chapter are generic and already known to stakeholders, the focus is on the importance of understanding the degree of their presence/absence in India.
5.2 Understanding the Challenges and Drivers
The Snakes and Ladders board game analogy best explains challenges and drivers for SPP implementation in a country. As in the board game, one comes across challenges (snakes) and drivers (ladders) throughout the SPP implementation process. The existence of certain situations, policies, institutions, tools, resources, and proactive leadership in a country/organization could be enablers (ladders), speeding up the SPP implementation process. At the same time, their non-existence becomes a barrier (snake). Like the board game, SPP implementation is a journey to achieve specific policy objectives. Unfortunately, unlike the board game, there is no final destination as the winning block in the SPP journey keeps shifting. Due to the rapid evolution of the concept, there are always new opportunities to enhance the sustainability outcomes of the procurement process. It is thus imperative to define the scope of SPP implementation and set clear objectives so that the 100th numbered block (target) in the SPP journey is well established and known to stakeholders.
Like the board game (Fig. 5.1), crossing one challenge (snake) in the SPP journey does not mean that the country or organization can successfully implement SPP policy. Other challenges may turn out to be more robust (a longer snake) than the previous one and disrupt earlier progress. The journey is replete with such challenges; one has to live with them and leverage drivers (ladders) present in the country to reach the SPP destination.[image: ]
Fig. 5.1Understanding challenges and drivers through snakes and ladders analogy


For example, the perception that sustainable products and services are expensive is difficult to shake from the mind of stakeholders. At one moment, policymakers might assume that they have benefitted from the ladder of leadership (political) support but are likely to be bitten by being stripped of the same support when leadership or circumstances change in the country. The world has seen how sustainability has slipped down on the priority list after the onset of the COVID-19 pandemic and resulting economic downturn. Therefore, the strength and maturity of enabling conditions (length of ladders) present in a country will determine how fast a country can rollout and mainstream sustainability in purchasing decisions.
5.3 Key Barriers for SPP Implementation
Guenther et al. (2016) studied the barriers to implementing public procurement innovation such as green purchasing. Based on a systematic review of 149 empirical studies and tested in a case study related to the integration of environmental practices in purchasing at Indian Railways (Ministry of Railways), the study classified barriers to implementing green purchasing into 15 categories.	1.
Capabilities of stakeholders‚

 

	2.
Resources,

 

	3.
Communication,

 

	4.
Organizational structure,

 

	5.
Resistance to change,

 

	6.
Institutional setting,

 

	7.
Management commitment,

 

	8.
Norms and values,

 

	9.
Targets of organization,

 

	10.
Technology and Infrastructure,

 

	11.
Negative emotions,

 

	12.
External information,

 

	13.
Experience,

 

	14.
The incentive system, and

 

	15.
Risks.

 





Compare these to the top ten barriers identified by UNEP (2017) in its global review of sustainable public procurement in 2017:	1.
perceived higher cost of sustainable products;

 

	2.
lack of expertise on SP implementation;

 

	3.
lack of policy commitment/goals/action plan;

 

	4.
lack of strong political and organizational leadership on SP;

 

	5.
lack of mandatory rules and guidelines;

 

	6.
insufficient monitoring and enforcement of SPP policies,

 

	7.
lack of market capacities;

 

	8.
competing procurement priorities;

 

	9.
lack of training of procurement professionals; and

 

	10.
lack of information on sustainability practices of suppliers.

 





It shows that the list of barriers identified by UNEP (2017) would fall in one or the other barrier categories identified by Guenther et al. (2016). Many other authors like Brammer and Walker (2011), Sourani and Sohail (2011), Oruezabala and Rico (2012), Serpell et al. (2013), McMurray et al. (2014), Ruparathna and Hewage (2015), Buniamin et al. (2016), Romodina and Silin (2016), Ahsan and Rahman (2017), Shen et al. (2017), Durdyev et al. (2018), Adjei-Bamfo and Maloreh-Nyamekye (2019), Mabece (2019), Hansen C. (2020), and Prakash et al. (2021) have studied barriers to implementing sustainable public procurement in different national and geographical contexts and have arrived at similar results with minor differences in terminology. This suggests that the nature of barriers to sustainable procurement implementation almost remains the same barring some national and cultural contexts.
Despite prevailing barriers, most countries, including India, have been practicing some aspects of SPP, even without a comprehensive SPP legal policy framework. However, such endeavors to integrate sustainability in the procurement process are primarily isolated with limited impacts and are too insignificant considering the size of the Indian economy. Currently, it does not even constitute one percent of the government’s total expenditure on procurement in India. Another significant feature of such isolated efforts is that individual SPP champions lead such efforts, driven by their motivation and desire to contribute to sustainability. Such initiatives fall flat the moment the champion moves out of the place of influence (transfer or promotion). It happens because the capacity of an SPP champion to influence and overcome barriers for implementing SPP is limited to the area under her jurisdiction. The experiences show that although taking baby steps for SPP implementation without a methodical approach is possible, it cannot guarantee continuity and long-term discernable success. UNEP has also noted that it is often a combination of barriers that are responsible for impeding the implementation of SPP in actual practices. Therefore, the individual approach is good for demonstrating the concept of sustainable procurement to stakeholders at the beginning of the SPP journey but not for institutionalizing the SPP program in a country.
Based on Hurdle Analysis developed during the European research project RELIEF, Kumar (2010) has identified the following as significant hurdles for implementing SPP in Indian Railways, one of the ministries of India.	No policy/overlapping policy governing SPP;

	unfavorable conditions for implementing SPP;

	no incentive to include environmental criteria in the procurement process;

	the underdeveloped market for green products;

	the prohibitive cost of sustainable products and services;

	lower functionality of sustainable products and services;

	lack of information on the relevance of sustainable products and SPP leads to additional work.





Therefore, it is pretty apparent that most barriers identified by UNEP and other researchers are true for India as a country and large procuring organizations such as Indian Railways. Some of these hurdles are self-evident and simple to comprehend, but others are hidden and complex, emanating from the governance structure of Government of India.
Some barriers have a historical origin, context, and how the public procurement policy has developed and evolved in India. For example, it was seen in Chapter 4 that different ministries of Government of India often issue an executive order on matters concerning public procurement regulation. The first socio-economic act in India, namely the Industries (Development and Regulation) Act, 1951, aimed to regulate manufacturing and procurement of products from small-scale industries, was issued by the Department of Industrial Policy and Promotion, Ministry of Commerce and Industry‚ Government of India. It probably set the precedence, and different ministries continued issuing sectoral policies having bearing on procurement decisions. Over time, it evolved as a practice as there was no separate division within the Ministry of Finance responsible for public procurement policy.
Interestingly, when the Ministry of Finance established a dedicated Public Procurement Division in 2013 for public procurement policy and regulation, different ministries continued with the old practice of issuing policy themselves. As a result, contracting authorities today face challenges in ascertaining a single authoritative source of reference on procurement policy. Also, the Central Vigilance Commission (CVC), an oversight body having jurisdiction to investigate unethical practices in public procurement, has issued 72 circulars on procurement-related matters. Therefore, the multiplicity of organizations issuing orders on public procurement regulation in India could be seen as a barrier having historical origin. However, irrespective of its origin, it remains a formidable challenge and makes a good case for having legislation on public procurement in India.
5.4 Key Drivers for SPP Implementation
Researchers have also identified key drivers for successful SPP implementation at national, regional, and local levels in countries worldwide. For example, based on the survey, UNEP (2017), in its global review of SPP practices in 2017, identified the top ten drivers for successful implementation of SPP.	policy commitments/goals/action plans;

	strong political and organizational leadership;

	mandatory SP rules/legislation;

	training of procurement professionals in SPP;

	expertise in legal, environmental, social, and economic aspects of SP;

	availability of SP criteria and specifications;

	the personal commitment of staff to sustainability;

	monitoring, evaluation, and enforcement of SP policies;

	availability of sustainable products in the market; and

	availability of credible sustainability standards and ecolabels





A simple glance at these drivers shows that while some of them pertain to efforts at the national level, some at the organization level, and remaining at the market level. Drivers at all three levels must work in sync with each other to support SPP implementation. Failure to remove hurdles at any one level is likely to derail or slacken the pace of implementation.
Figure 5.2 summarizes key drivers for SPP implementation. These drivers are not independent in themselves; many would depend on the presence or absence of others. For example, political support on any environmental issues would not come unless citizens are aware of the issues; they demand actions to address those issues and hold the government responsible for such issues. However, before holding the government responsible for environmental degradation, they should be first willing to support the government on sustainability issues. It can happen only if citizens become more aware of the impacts of unsustainable growth on current and future generations and are willing to allow the government to incur more expenses to find more sustainable solutions. The remaining paragraphs in the chapter discuss these drivers in detail in the current context of India.[image: ]
Fig. 5.2Key drivers for implementing Sustainable Public Procurement


5.4.1 Key Drivers at Country Level
By now, it is clear that it would be difficult to imagine the progress of SPP implementation in a country without the presence of these drivers in the country. While deliberating these drivers separately, the initial sections discuss their importance in general for the implementation of SPP. The later sections on specific drivers focus on their current status in India, i.e. degree to which they are present or absent. Such threadbare discussions will help understand gaps between the desired situation and existing situation on a specific driver for SPP implementation. The knowledge gained through this analysis will provide significant insights into measures required for reaching the desired situation for SPP implementation.
5.4.1.1 Political Support for Implementing SPP
Public procurement operates within a political environment‚ and therefore‚ political agenda often shapes the procurement agenda (McCue et al., 2015). Therefore, a bi-partisan political support in a democratic setup has been acknowledged as pivotal for SPP implementation. Mohamad et al. (2019) have argued that once sustainable procurement gets political support and does not have to join many issues that have become politicized, implementing it becomes a question of organizational capacity and purchasing power, not of political will. The best reflection of broad political support on any issue is the presence or absence of legislation on any issue. Political leadership’s sheer articulation of support for SPP policy directly impacts the legal and bureaucratic institutions responsible for the formulation, implementation, and monitoring of policy. This inter alia also empowers the government of the day to align resources and incur spending for rolling out sustainable procurement policy and drive implementation.
Depending on the support of political leadership, public contracting authorities can turn the complex procedural constraints into either an obstacle or an enabler for implementing sustainable procurement (Correia et al. 2013). There are umpteen examples that show how political support on SPP has helped to mobilize support for SPP implementation. It is often the head of State of a country articulating the need to use public procurement strategically that became a rallying point for subsequent changes in public procurement regulations and market behavior. The President of the USA signed Executive Order 12,873—Federal Acquisition, Recycling, and Waste Prevention 1993—which is considered a harbinger of SPP policy in the USA. Japan enacted an Act in 2000 on the Promotion of Procurement of Eco-Friendly Goods and Services by the State and other entities, known as Act on Promoting Green Purchasing, that laid the framework for starting GPP in Japan. In 2005, when the UK stated its ambitious goal to be a leader in the EU on sustainable procurement by 2009 in its Sustainable Development Strategy document, “Securing the Future,”; Mr. Tony Blair, the then Prime Minister of the UK, signed it. As recently as June 2020 in the Philippines, the House Committee on Sustainable Development Goals approved a bill to establish a sustainable public procurement program for all public agencies. While introducing the bill, the House Deputy Speaker stated, “government procurement carries the potential of stimulating the market for the production of ecologically friendlier products by setting an example as a responsible consumer” (Espedido 2020). On 8 December 2021, President Biden signed an executive order directing the federal government to use its scale and procurement power to tackle the climate crisis (White House 2021). Such public endorsement of public procurement as a strategic tool for achieving sustainable development objectives by the political class suddenly lifts a subject from the barrage of policy papers and makes it a priority agenda of the government of the day.
Even in countries that took administrative measures to introduce sustainable procurement, the idea had strong backing from political leaders. Then again, the drive for SPP policy can come from the political class and other pressure groups and stakeholders such as NGOs, industry associations, government functionaries, and academia. For example, in the run-up to the general election in Australia in 2019, the Waste Management and Resource Recovery Association of Australia (WMRR) released a five-point election plan. It included, among others, demand for mandating sustainable procurement of goods that has “Made with Australian Recycled Material” label by all government departments and setting a target of 30 percent government procurement of recycled goods by 2020 (WMRR 2019). Elizabeth Warren, senator from Massachusetts, the USA in her official website “Warren for President,” committed to using the full power of the federal procurement process to spur innovation and create demand for clean energy products (Warren 2019). Among other things, such call-outs and discourses in the public domain help evolve a national consensus on either starting or further strengthening the sustainable procurement policy of that nation. Ireland has gone a few steps further ahead. The Green Party, which formed a coalition government after the 2020 election with two other parties, recently appointed a Minister of State for Public Procurement & eGovernment, clearly considering the strategic importance of public procurement (Green Party 2020). This shows the importance attached by political and other pressure groups to public procurement and its extensive uses in delivering national objectives.
In contrast, India has hardly witnessed any discourse on sustainable procurement within or outside parliament. Though environmental issues have been flagged by the political leaders on several occasions in recent times at national and global forums, no political leader from the entire political spectrum in India has spoken on the need for having a sustainable public procurement policy. As discussed, a simple search for the phrase “sustainable procurement” on the website of the Ministry of Environment, Forest and Climate Change (MoEFCC), Government of India‚ did not yield any result. Also, industry associations in India have not been consistent in support of SPP policy implementation. While the Confederation of Indian Industry was deeply engaged in drafting national guidelines on GPP in 2011–2012 (discussed later in the chapter), their voice on the issue has become feeble and sporadic since then. The Federation of Indian Chambers of Commerce (FICCI) has also organized a few workshops on GPP and Life Cycle Analysis (LCA). However, they have not steadily raised their voice for mainstreaming life cycle principles in procurement decisions. Moreover, no credible NGO in India has shown unwavering commitment to SPP policy. They can play a very important role in educating the general masses on long-term benefits of adopting SPP policy. Their voices could have become a catalyst for winning political support on the SPP issue. Unfortunately, it has not happened so far, and it gets reflected in the political support on the issue from entire political parties in India.
The level of political buy-in on SPP has a bearing on the motivation of organizational leadership for driving SPP policy. The constitution of the Task Force on SPP was approved by the Secretary (Expenditure), Ministry of Finance, in March 2018. Any pronouncement on SPP policy, political or otherwise, needs to be complemented with a generous commitment of funds, a new institution that understands merits and hires extensively from the private sector, and decision-making at breakneck speed. However, since the notification of the Task Force, the Chairman has changed thrice, impacting its progress. After the initial euphoria, the ministry has convened no meeting of the Task Force after 06.12.2018. Non-allocation of adequate funds for undertaking studies led to dependence on UNEP for carrying out background studies. The UNEP India office commissioned two studies, namely Prioritization Study and Market Readiness Study (EDS 2019) to support the development of SPP policy, but the Ministry of Finance has not endorsed these studies so far. India has a well-set ICT-based, multimodal platform PRAGATI1 for monitoring progress on the issue of national importance by the Prime Minister of India. Inexplicably, the Task Force on SPP does not find a place in the agenda for PRAGATI meetings, monthly reviewed by the Prime Minister.
In a democratic setup like India, political leadership sets the priority for governance and actions. It does not take much time for seasoned bureaucrats to read the mind and priorities of political leadership and align their priorities with them. It is thus no surprise that there have been no takers in the bureaucratic setup for internalizing provisions of the Manual for Procurement of Goods 2017 related to integrating sustainability criteria in purchasing decisions. No ministry has adopted these provisions in its procurement manual and guidelines, virtually negating the existence of such provisions in the Manual. As far as SPP is concerned, the public procurement regime in India has not witnessed any change post-2017, publication of the new GFR and Manuals. As critical policy as SPP for achieving developmental objectives, the silence on the matter appears deafening and does not augur well for a country, which aspires to become USD 5 trillion economy and global leader. In contrast, the leadership in the EU and the USA has not only provided the initial support for the development of SPP policy but have endorsed the strategic use of public procurement uninterruptedly.
There are some differences in opinion among academia in India on leveraging public procurement for achieving socio-economic developmental objectives, adversely impacting political opinion. Works such as (CUTS International 2012), Hazarika and Jena (2017), etc., have taken a dim view of achieving socio-economic developmental objectives through public procurement. They have argued that achieving socio-economic developmental objectives, including promotion of MSEs through price and purchase preferences and reservation of sector-specific products, lead to complexities due to interpretations of rules and regulations at the discretion of procuring entities. Their observations have some elements of truth, and they deserve serious consideration. However, the way forward is not to abandon the use of public procurement in pursuit of socio-economic developmental objectives but to focus on addressing them through appropriate means. Global experiences show that complexities arising from the integration of sustainability concerns in purchasing decisions can be addressed by creating awareness, imparting training to procurers, and providing appropriate tools, knowledge, and information. Therefore, creating an ecosystem for disseminating information on SPP would be decisive for removing misconceptions about sustainable procurement in the minds of stakeholders.
There is no easy answer for why political leadership in India is not championing SPP policy even though various reports of the Government of India have recommended sustainable procurement for enhancing energy and resource efficiency in the country. It is hard to believe that political leaders and their advisors are unaware of SPP and its potential benefits. So, what could be a plausible reason for such neglect? (Dalpe 1994) has argued that political leaders tend to favor investing in innovative procurement projects only when electoral cost of failure appears very low and the benefits of the project are visible before the next election. Though sustainable procurement policy may not produce immediate results, political leaders must be convinced that the socio-environmental benefits of implementing SPP policy outweigh the electoral risks. As evidenced by the preceding paragraphs, many heads of state have openly embraced and guided SPP policy in their respective countries. Such open endorsement and depoliticization of sustainable procurement are more likely to motivate the private sector to mimic the public sector sustainable practices, thereby establishing the public sector as a trendsetter and prime example of ethical and sustainable spending (Mohamad et al. 2019).
Keeping this in mind, the lukewarm response of political leaders is understandable, but what explains the unenthusiastic response of organizational leaders for using public procurement as a strategic tool for achieving broader national objectives. It is baffling because the government institutions that exercise public authority and implement policies have enormous power for translating citizens’ normative views into public policy (Kulin and Sevä 2019). They have a much more significant role to play in designing and proclaiming an effective SPP policy. They need to weigh their role in transforming public procurement into a strategic tool and effect a distinct change in public procurement performance to propel India into a leadership position.
COVID-19 pandemic has brought an unprecedented financial crisis all across the world. One of the popular responses of governments faced with such crises is to cut expenditure and rollback policy, often weakening or dismantling existing policies considered a hindrance to quick economic recovery. Burns et al. (2020) have observed that environmental policy slips down the priority list during financial crises, leading to long-term consequences. Governments need to recognize that such crises also present a unique opportunity to remodel the dominant neoliberal economic paradigm towards sustainable, inclusive, and low carbon growth. The global economic crisis in the late 2000s led to path-breaking reforms in the European countries, and the European Commission launched an ambitious 2020 strategy calling for a new era of sustainable, inclusive, and low carbon growth even at the cost of no growth. The European Commission has announced a new Green Deal post-COVID-19 pandemic, in which green procurement finds special mention for transforming the EU into a modern, resource-efficient, and competitive economy. The Government of India has announced a fiscal stimulus package to boost the country’s economic situation in the aftermath of the COVID-19 pandemic. Can the leadership in India seize this opportunity to launch an ambitious, comprehensive SPP policy and let this financial package and all future government expenditure be spent on fueling green and inclusive growth in India that is good for people and the planet?
5.4.1.2 SPP Policy Framework and National Action Plan
Public procurement, in general, is highly regulated in all countries as it entails spending taxpayers’ money and is susceptible to being misused by authority engaged in decision-making. By subjecting the procurement regime to financial regulations, the government aims to impose specific requirements, restrictions, and guidelines on contracting authorities and thereby ensure certainty of the outcome of the procurement process. Often there is no/limited scope for deviation/ discretion/innovation from established policy and guidelines, and any decision in deviation to existing policy framework invites scrutiny by civil societies, oversight bodies, and judicial courts. Legally speaking, the onus to demonstrate relevance of tendering process is on procurers that makes inclusion of sustainability criteria much more difficult when they do not result in direct quantifiable and demonstrable benefits to the public body (Correia et al. 2013).. Fear that an oversight agency or civil society not conversant with the non-price aspects of tender decisions or its implications may accuse that a higher price has been paid to favor a specific contractor/supplier/service provider.
Therefore, the contracting authority faces personal risks for taking professional decisions that might benefit people and the planet but infringe the existing public procurement policy. The rudimentary reason perhaps is a huge trust deficit in government, politicians, and bureaucrats; every procurement decision is looked at with suspicion and invites bad publicity, damaging personal reputation. (Erridge and Greer 2002) has observed that such a situation has perpetuated a risk-averse culture and an ecosystem in which public procurers are the least enthusiastic to explore innovative methods to drive sustainability objectives but prefer the safety of business-as-usual procurement procedures.
This additional burden on the public procurers is often not appreciated when public procurement officials are “glorified” with adjectives such as reticent, regressive, unimaginative, glorified “babu,” back-office manager, etc. It is a known personal hazard for professional decisions taken in the interest of people and the planet. Therefore, it is no surprise that they safeguard their employment and personal reputation over violating the cardinal principles of public procurement in statute and administrative guidelines. Despite attempts by governments to make procurement a strategic function, in practice, accountability to administrative procedures prevails over attaining strategic goals. Therefore, for all encompassing inclusion of sustainability criteria in decisions matrix, governments necessarily have to incorporate binding provisions into procurement law/administrative guidelines (Handler 2015).
New et al. (2002) have argued that higher degree of regulations has impacted uptake of green procurement in the public sector in different ways. It becomes relatively easy for contracting authorities to include green criteria in tender as they are already following criteria-based procurement processes. However, the inability of contracting authorities to enforce non-monetary criteria in practice and fear of having to explain a non-cost-based purchasing decision have discouraging impacts on them; they soften these criteria and fall back on price or demonstrable cost. As a result, they are willing to incorporate green criteria but hesitant to pay any green premium for the same. Therefore, it can be seen that additional complexity in integrating sustainability concerns in purchasing decisions in public sectors is often the result of how public procurement functions are organized and delivered. Governments and policymakers would be wise to undertake reforms in the public procurement framework to give required flexibility to procurers to meet sustainability challenges of the twenty-first century.
This situation is not unique to India or any developing country but exists even in countries having advanced, sophisticated, and matured procurement guidelines. That is why even the World Bank, which has been a leader in driving procurement reforms in many countries, could not implement sustainable procurement in projects funded by them till 2016. The primary reason was that their procurement regulations did not explicitly permit sustainability criteria in procurement decisions. In 2016, the World Bank came up with new procurement guidelines to facilitate purchasing of sustainable products, works, and services in projects funded by them. Thus, the regulated nature of public procurement exhorts the need for a comprehensive policy framework for stepping up SPP implementation. World Bank (2022) has noted that without an overarching sustainable procurement policy, procurement of sustainable products, works, and services cannot be institutionalized to deliver SDGs.
While bringing regulation is essential to give a flip to integration of sustainability concerns in purchasing decisions, policymakers need to consider capacity and competences of procuring agency in their countries to allow a certain discretion at the level of procurers. A procurement regulation that prescribes uniform application irrespective of value of the procurement projects or its nature—delivery of goods, services, and works—can have varying impacts depending on the capacity and competency within each procuring authority (Cocciolo et al. 2021). The proliferation of rules removes incentives for procurers to obtain better deals for organizations and instead shifts their focus on costly compliance of rules (Kelman 2005). Bosio et al. (2022) have found that better practices are correlated with better outcome across all countries, but the same correlation does not exist between better laws and better outcomes. A stricter procurement regulation leads to better efficiency in procurement in countries‚ with low public sector capacity but could prove detrimental in countries with high public sector capacity where it prohibits the use of discretion (Bosio et al. 2022). This establishes an important prerequisite for the success of procurement reforms, and policymakers must strike a balance between the degree of procurement regulations and the competency of contracting authorities.
An SPP policy framework in a country signals support at the highest level, articulates the ambitions and purposes, and comes with many co-benefits. It can also provide a mandate for action by the budget controller and contracting authorities and raise the profile of benefits associated with procuring sustainably. Such a mandate from the highest level legitimizes public procurers’ procurement of sustainable goods without any fear of retribution from oversight bodies for decisions taken in the interest of a larger public good. In addition, such a framework shall provide the required flexibility for procurers to become creative and innovative in applying sustainability criteria to maximize the sustainability benefits of their procurement decisions. The onus of simplifying procurement guidelines and striking a delicate balance between regulating public procurement and giving flexibility to contracting authority in integrating sustainability criteria in procurement decisions rests with policymakers and leaders. In December 2020, the UK government published a Green Paper on “Transforming Public Procurement,” emphasizing adopting a new competitive, flexible procedure that leverages public procurement spending to deliver national and local government priorities (Govt of UK 2020). The Government of India also needs to take a cue from the UK and act fast to utilize the “power of procurement” to achieve horizontal objectives of the government.
However, balancing multiple policy objectives of the government has been a governance challenge for a long time and a tricky issue for policymakers. Having a comprehensive SPP policy framework addresses this challenge to a large extent and comes with many advantages. Firstly, the unique advantage of having a comprehensive policy framework is that it balances regulation and flexibility. Secondly, it recognizes the multidisciplinary nature of sustainable procurement and brings all relevant horizontal policies under a single umbrella. Thirdly, developing an SPP policy provides an opportunity to onboard other stakeholders who may not be directly part of the procurement process. Fourthly, it promotes the professionalization of the procurement function, essential for driving better sustainability outcomes through the procurement process.
An SPP policy of an organization or a country could be a short document, but essentially its essence should get reflected in the national/organizational SPP action plan. The SPP action plan is a living document that translates vision enunciated in the SPP policy into actionable agenda. It must address issues like what is “sustainable”; national and international obligations that apply to public agencies in the context of public procurement; institutional arrangement; capacity building and training needs, etc. Based on the comparative study of national/organizational action plans of different countries/organizations, Table 5.1 captures insights on essential elements of the SPP policy/National Action Plan (NAP) based on that of (Min of Finance Mongolia and UNEP 2017), (DEFRA 2006), (PIANOo 2015), (UNDP et al. 2012), (Republic of Moldova 2015), (Scottish Procurement Directorate 2009) (Commonwealth of Massachusetts 2009), (City of Seattle 2021), and (Haringey Council 2008), broadly reflecting national and sub-national governments.Table 5.1Essential elements of SPP policy/action plan


	SN
	Essential elements of SPP policy/action plan
	MONGOLIA
	HARINGEY
COUNCIL
	STATE
OF
MASSACHUSETTS
	CITY
OF
SEATTLE
	SCOTLAND
	UK
	LEBANON
	REPUBLIC
OF
MOLDOVA
	NETHERLANDS

	1
	Context and background
	√
	-
	√
	√
	√
	√
	√
	√
	√

	2
	Sustainable development priorities
	√
	-
	√
	√
	√
	√
	√
	√
	√

	3
	Legal framework for public procurement
	√
	√
	√
	√
	√
	√
	√
	√
	√

	4
	Institutional structure, roles‚ and responsibilities
	√
	-
	-
	√
	-
	√
	√
	√
	√

	5
	Capacity building needs and measures
	√
	√
	√
	√
	√
	√
	√
	√
	√

	6
	Communication and awareness raising strategy
	√
	√
	-
	√
	√
	-
	√
	√
	√

	7
	SPP implementation
	√
	-
	√
	√
	√
	√
	√
	√
	√

	8
	Priority products and tools to support procurement process
	√
	√
	√
	√
	√
	√
	√
	√
	√

	9
	Market Engagement Strategy
	√
	√
	√
	√
	√
	√
	√
	√
	√

	10
	Monitoring and evaluation
	√
	√
	√
	√
	√
	√
	√
	√
	√

	11
	Resources and budget
	√
	-
	√
	-
	-
	√
	√
	-
	-





Chapter 4 has extensively deliberated the existing public procurement framework. As explained, though a few provisions in the public procurement framework support the integration of sustainability in purchasing decisions, there are hordes of sectoral social and environmental policy/legislation that could be leveraged to support embedding sustainability in decision-making. However, these provisions are scattered over different websites, policy papers, rules, and guidelines of various ministries with hardly any cross-linkages with the public procurement framework. So much so that contracting authority needs to have a dedicated team of researchers, not a purchaser, to discover, ensemble, and make sense of such scattered information and finally use them to enhance sustainability outcomes of purchasing decisions. In any case, such information is just “nice to know” for public procurement professionals until they are incorporated in procurement guidelines, and procurers are mandated to follow these provisions.
For example, in a quick survey on awareness about “Manual for Procurement of Goods 2017” in a workshop on SPP held in late 2018, the author asked how many participants are aware of the Manual and its provisions related to sustainable procurement. Out of about 40 participants, with an average public procurement experience of about 11 years, only three–four participants raised their hands. It was quite alarming but understandable. This example highlights the lack of information infrastructure for public procurement; policy information related to public procurement is not flowing seamlessly from policymakers to implementers, contracting authorities, and vendors. In the absence of such flow of information, contracting authorities cannot design procurement strategies for enhancing sustainability outcomes, much less monitor‚ and control their implementation. This presents a picture of the current status of adoption of various provisions of the Manual by various ministries and departments that disturbingly remain the same even in 2021.
The Government of India had notified the Task Force on SPP in 2018 to address these lacunae by harmonizing sectoral socio-economy and environment policies with public procurement policy. It was the outcome of a series of meetings held with the author, who had proposed the SPP implementation framework in India (Fig. 5.3). The rationale behind the proposed framework was that simply enumerating the benefits of sustainable purchasing does not—by itself—make the case for creating a program. Some benefits of sustainable purchasing can be realized without a formal program, but the experiences suggest that the strategic intention that comes from defining how a program will be run and evaluated is essential to leadership. A well-designed program will increase the chances that an organization’s sustainable purchasing efforts will achieve the benefits described and advance organizational goals, including sustainability goals.[image: ]
Fig. 5.3Sustainable procurement implementation framework


The Task Force (MoF 2018a, b) was given a mandate to:	i.
review international best practices in the area of SPP;

 

	ii.
inventories the current status of SPP in India across government organizations;

 

	iii.
prepare a draft Sustainable Procurement Action Plan;

 

	iv.
recommend an initial set of product/service categories (along with their specifications) where SPP can be implemented.

 





Six meetings of the Task Force have been held since its inception. However, no meeting has been held since December 2018. Unfortunately, none of the above mandates given to the Task Force has been delivered yet, and this is the biggest concern for SPP implementation in India as of date.
5.4.1.3 Sustainability Risks Analysis and Product Criteria
The concept of SPP relies on having transparent and verifiable sustainability criteria for products and services. Depending on its size, a typical organization buys a few to a few thousand products, works, and services to meet its own needs and that of its customers. For such an organization, choosing the appropriate procurement strategy to mitigate sustainability risks in its supply chain hinges on the nature and scale of sustainability risks. Therefore, a logical step for beginning SPP implementation is to develop a deep understanding of sustainability risks profile for informed decision-making. It is a nerve-racking proposition for an organization to know the complete risk profile of products, works, and services even though they have been procuring them for years. It further mystifies them when faced with multiple impact categories—reducing GHG emissions, promoting energy/resource efficiency, protecting soil, water, biodiversity and health, rights and safety of workers, and promoting SMEs—to be considered in purchasing decisions. The key here is to identify the relevance and impact of a specific procurement that the organization desires to pursue to meet organizational/national objectives. Sustainability risks profile, materiality, etc., are alien concepts for sustainability-illiterate procurers. Even the users have next to no knowledge on these matters. An additional dimension comes into play in developing countries as most contracting authorities do not have a sustainability professional on their roster! Together, these dimensions complicate matters in SPP policy implementation, though, at a conceptual level, it is just about integrating sustainability concerns in purchasing decisions.
Further, not all products/works/services in an economy have the same bearing in terms of their sustainability impacts. Therefore, a government would be wise to prioritize those products/works/services that yield maximum socio-economic-environment benefits to society and where procurement choices could result in better sustainability outcomes. In order to identify such product categories, the government needs to review procurement footprints in granular form, i.e., categorize products and their impacts on various sustainability attributes such as GHG emissions, energy/resource consumption, impacts on soil, water, biodiversity and health, impacts on SMEs‚ etc. Such granular data will assist the government in prioritizing the highest-impact product categories and deciding appropriate procurement strategies for them. The moot question that might be troubling to policymakers at this stage—is it worth doing sustainability risk analysis for all products, works, and services? This is a value-judgment question and depends on the organization’s appetite, resources, and drive to implement sustainable procurement. It would make sense to start with a small number, based on criteria such as value-based (all contracts above a threshold value), risk-based (all contracts identified as high risk), and product-based (identified set of spend category). The value-based approach has the obvious disadvantage: organizations will miss out on low-value products but with high sustainability impacts.
(Ministry of Economic Development 2010) has suggested contracting authorities in New Zealand to prioritize sustainability risk effort based on a combination of risks and value associated with products (Fig. 5.4). The approach builds on the Procurement Portfolio Model developed by (Kraljic 1983) which advocates organizations to segment purchase categories as per risks to exploit their purchasing power vis-à-vis important suppliers and reduce risks to an acceptable minimum by developing distinct procurement strategies. (Hansen and Yaker 2021) has also suggested a similar model called Sustainability-weighted Procurement Portfolio Model for developing risks informed sustainable procurement strategy for product categories falling in distinct quadrants of Risk-Value Matrix.[image: ]
Fig. 5.4Prioritization of products based on Risk-Value Matrix (*As per (Kraljic 1983))


Organizations can plot sustainability risks associated with different products/works/services and their annual procurement value to get the Risk-Value Matrix shown in Fig. 5.4. However, they should ideally reserve their resources for detailed risk analysis of products falling in the Critical and Secure quadrants of the Risk-Value Matrix. As the volume and varieties of products procured by an organization increases, the complexity of the exercise intensifies dramatically, and it could quickly become overwhelming for any organization. Another issue related to the process is the subjectivity involved in carrying out a sustainability risk assessment, as it requires both quantitative and qualitative judgments. The suggested practical approach to reducing subjectivity involves a broad group of stakeholders, including suppliers, for carrying out this exercise. A positive side effect of involving suppliers in the assessment exercise is that the market players get sounded in advance about the organization’s intent and future strategy. In addition, it gives them breathing space to take remedial measures to enhance their products’ sustainability performance. The best but the costliest and time-consuming way to do sustainability risk assessment is to carry out a life cycle assessment of products, works, and services in the Critical and Secure quadrants of the Risk-Value Matrix.
Fortunately, solution providers are available in the market to carry out Spend Analysis for an organization to understand and prioritize opportunities to improve sustainability performance within their supply chains. These solution providers need the organization’s spend data. After running their proprietary software on them, they provide multiple impact assessments, e.g., GHG emissions, water, energy, waste, etc., for the whole supply chain. It is possible to categorize the results in many ways, such as procurement type, product category, departments, vendors, regions, or projects. Such insights on impacts inform organizations in identifying spend categories that contribute to the most significant sustainability impacts. These “hot spots” are further prioritized for additional analysis and/or engagement and targeted as priority areas for impact reduction.
Once the organization knows sustainability impacts associated with prioritized product categories, further analysis is required to find opportunities for their mitigation through procurement. Additionally, extra fine-tuning is required after getting insights on the current capacity of market players to meet sustainability requirements and their potential to move towards industry best practices. It also helps determine the ability of organizations/buyers to influence the supplier base towards sustainable procurement objectives. An organization has better potential to drive a product’s sustainability performance if it has a large share in the overall market of that product. For example, Indian Railways is the sole client for many railway-specific products manufactured by vendors, and they are dependent on the railway business for their existence. Thus, Indian Railways is in pole position to drive sustainability of railway-specific products.
Once a decision has been made to focus on specific sustainability risks, the next step is to evaluate which procurement stage could be best deployed to address the sustainability impacts of the prioritized products/works/services. The choice of procurement strategy would vary depending on the type of products, complexity of products, supplier’s readiness, availability of products in the market, degree of influence on the market, and most importantly, the nature of the impact. For example, energy consumption could be addressed by specifying appropriate Energy Star criteria in product specification or providing additional points to suppliers for supplying better energy-efficient products at the evaluation stage. The pass/fail sustainability criteria as a part of the product specification, or pre-qualification criteria should be used only when the compliance of specific sustainability attributes is mandatory or essential. For example, lead content over 90 ppm is not permissible in households and decorative paints in India. Therefore, contracting authorities must specify maximum lead content as 90 ppm in the technical specification for buying household and decorative paints. Social impacts arising during the contract execution phase (health and safety of workers, training, and employment of local people, etc.) can be best addressed by inserting appropriate performance clauses in terms and conditions of the contract rather than in technical specification or selection criteria (Handler 2015).
Supplier selection stage of the procurement cycle, especially for procurement of service and works, plays an important role in evaluating suitability of bidders to perform the sustainability requirement in the contract. However, assigning a lower weight to sustainability criteria as compared to price and quality might result in decisions with sustainability criteria having little influence on final selection of bidder (Igarashi et al. 2015). Therefore, one needs to be cautious while specifying weight to the sustainability criteria keeping in mind the specific, strategic, and long-term sustainability objectives. Some of the sustainability concerns, however, could be addressed better by specifying suitable pre-qualification or selection criteria. For example, suppose the intention is to improve the sustainability performance of supplier’s production processes and minimize waste generation. In that case, it can be achieved by specifying the Environment Management System (EMS) as a pre-qualification criterion. Having EMS in place in the supplier’s premises provides confidence to contracting authorities in the supplier’s ability to ensure minimum waste generation during the manufacturing process and safe disposal afterward. One needs to be imaginative in choosing an appropriate sustainability criteria and procurement phase. For example, concerns over sourcing of conflict minerals from the Democratic Republic of the Congo can be mitigated by inserting suitable selection criteria, barring participation of firms from that country. However, that would put strenuous economic hardships to the vulnerable communities tied to supply chain. An alternative smart choice could be to use a third-party certification system (Conflict Free Smelter Program) for legitimate mines to source materials without jeopardizing the livelihood of vulnerable communities. Table 5.2 gives recommendations on choosing the appropriate procurement stage for addressing prioritized sustainability impacts. Procurement strategy for specific product categories could also vary on the quadrant in which the product falls in the Risk-Value Matrix, shown in Fig. 5.4. The key strategy for products falling in different quadrants is summarized in Table 5.3.Table 5.2Strategy for selecting stage of procurement cycle to address sustainability impacts


	Procurement stage
	Nature of sustainability impacts

	Procurement planning
	• Aligning procurement goals with organizational sustainability goals;

	Pre-qualification
	• When sustainability issues are considered as essential Example—sustainability obligations arising out of national and international laws
• Sufficient no of vendors is available in the market

	Product’s specification
	• Bidders must meet those sustainability requirements. Example—Minimum Energy Star label for electrical appliance
• When sustainability criteria can be quantified and measured using standard laboratory tests
Example—Max. VOC content in paint; Min. post-consumer waste recycled content in paper; Max. permissible limit of hazardous substance‚ etc.
• Don’t use this stage for achieving social objectives except accessibility criteria for disabled persons

	Selection criteria
	• This stage of the procurement cycle is very crucial for delivering sustainability outcomes especially in the case of procurement of services and works
• Appropriate weight needs to be assigned to sustainability criteria with respect to specific, strategic‚ and long-term environmental objectives

	Evaluation
	• When lower weight for sustainability concern is desired
• To encourage market to offer innovative sustainable products
• Allowing buyers to evaluate various sustainable options including their cost impacts

	Contract conditions and management
	• To ensure compliance of sustainability criteria specified in procurement phases
• To influence impacts taking place during execution of the work. For example—skill development and employment to local people
• Health and safety of workers, minimum wages‚ etc.
• To improve KPI during the execution phase of contract



Table 5.3Sustainable procurement strategy for different products (Ministry of Economic Development 2010)


	Quadrant
	Key strategy

	Critical
	• Focus both on sustainability risks and cost reduction
• Specify minimum sustainability criteria in product specification
• Use TCO as evaluation criteria with equal weightage for better sustainability options and cost
• Contract condition shall include Sustainability KPI and supplier be asked to improve KPI during contract period
• Develop alternative product to meet the requirement
• Centralization

	Secure
	• Specify detailed sustainability criteria in product specification
• Use a third-party certification as a selection criterion
• Use TCO as evaluation criteria with higher weight for better sustainability option
• Develop alternative product to meet the requirement
• Decentralized but centrally controlled

	Drive
	• Specify minimum sustainability criteria in product specification and progressively raise sustainability requirements
• Use TCO as evaluation criteria with higher weight for cost
• Decentralized

	Routine
	• Use simple sustainability criteria such as ecolabel and social responsibility certification
• Use lowest cost as evaluation criteria
• Decentralization of procurement




Depending on the approach chosen, the outcome of a procurement process sometimes may result in the purchase of sustainable products that cost more than less-sustainable goods/services, even when life cycle cost is considered. In such cases, the contracting authority should be willing to consider cost premiums for high sustainability risk products/services, which have a high focus on risk reduction or which can demonstrate substantial or essential sustainability benefits. Contracting authorities can handle such situations by assigning high weight to sustainability criteria compared to the price when using the MEAT evaluation methodology (explained in Chapter 2) as evaluation criteria. However, the procurement regulation should be flexible enough to allow such professional judgment by contracting authority on a case-to-case basis to achieve broader organizational objectives.
By far, governments in most parts of the world have used the technical specification stage as the dominant strategy for driving their SPP program. They have identified priority product categories, developed common product criteria, and established verification methodology against these requirements. Invariably, contracting authorities have used national ecolabel to verify compliance against product’s sustainability criteria while evaluating tender bids. Experiences show that countries have developed and notified product sustainability criteria at the national level to send a strong and coherent signal to market players. For example, the European Union Member States have adopted GPP product criteria developed by the European Commission for implementing GPP in their countries (EC 2008). In the UK, the government has developed Government Buying Standards (GBS) for implementing SPP, and all public agencies at the central level have been mandated to use minimum sustainability criteria specified in GBS (DEFRA 2012). USEPA (2022) has also identified vital purchase categories, described associated sustainability risks, and defined standards and labels for procurement by all public authorities at the federal level. Similarly, other countries such as South Korea, Japan, China, Thailand, etc., have developed and communicated product criteria for use by contracting authorities. The use of common product sustainability criteria has been at the core of SPP spread in these countries. In contrast, most private players have used the selection stage as their preferred strategy for mitigating sustainability risks in their supply chain.
The strategy of using the technical specification stage for driving the SPP program is recommended for a country, which has just begun its SPP program and is examining options to raise awareness and increase uptake of the SPP program. The top-down approach for developing product sustainability criteria and communicating them to contracting authorities is endorsed for several reasons. Firstly, the majority of procurers do not have the requisite expertise to develop sustainability criteria of products and evaluate them independently without any tools. Secondly, even if they develop product sustainability criteria by engaging consultants, there is a significant possibility that two different contracting authorities will come up with their arrays of sustainability criteria for the same product. If different contracting authorities invite tenders with varying product sustainability criteria, it will send a chaotic signal to the market and the market operators may not respond to such signals. Thirdly, when product sustainability criteria are developed at the national level, the responsibility to define and verify sustainable criteria shifts at a higher level, giving an extra layer of comfort to contracting authorities for using them in buying those products. Fourthly, the use of common criteria reduces administrative burdens and transaction costs both for procurers and market operators. It would particularly benefit not only vendors operating in different states but also SMEs. Lastly, it is simple to use and will lead to ease of monitoring and benchmarking the progress of different contracting authorities. A consolidated product e-catalog including technical specifications for specific products/services issued by the central procurement authority can facilitate this strategy to work effectively. This catalog could be made accessible via an app for public procurers; it can create wonder. For example, Green Cart (Tippamongkol 2014) and MyHijau (MGTC 2012) in Thailand and Malaysia, respectively. Therefore, leveraging this stage is the first step for a more advanced SPP program.
However, this strategy can have its share of shortcomings. Firstly, it is a minimum standard approach, which does not give enough flexibility to contracting authorities in exercising their professional judgments to enhance the sustainability outcome of their procurement decisions. If technical criteria are not revised regularly, it fails to lift the market on a higher sustainability trajectory. Secondly, since the government centrally sets criteria for only a few products, the progress of SPP implementation is limited to those product categories only. It does not encourage innovation at the local level by contracting authorities to drive sustainability performance for other or related products. Cheng et al. (2018) have noted criticism of this approach due to over-reliance on the detailed technology requirements that might distort incentives in the short term and discourage innovation in the long term. Thirdly, once accustomed to using a product’s sustainability criteria for SPP implementation, contracting authorities do not apply their imagination to enhance sustainability outcomes by focusing on other stages of the procurement cycle such as planning, pre-qualification, evaluation criteria, and contract terms and conditions. Lastly, integrating sustainability criteria at this stage of the procurement cycle means that the contracting authority is willing to pay any (higher) cost to vendors meeting those criteria, i.e., giving 100% weightage to sustainability criteria. By simply selecting suppliers who can offer more sustainable options and rejecting those who don’t, contracting authorities will persistently fish in a smaller competitive pool. This leads to purchasing a product at a higher initial cost from the few vendors who are able to offer sustainable solutions while letting others go out of business. This may necessitate a larger budget for contracting authorities, as well as resistance from stakeholders, given the higher opportunity costs involved in such decisions. This situation reinforces the perception that sustainable procurement comes at a higher cost, negatively impacting the spread of SPP in transition countries. This calls for creating market intervention to support the market operators to develop its sustainability competence, providing a bigger competitive pool of vendors. That is where institutions such as Supply Chain Sustainability School2 in the UK and Australia hold promises. Also, it would be an interesting research question for academia to investigate the welfare gains by defining the trade-off between the sustainability benefits to organizations due to SPP practices vis-a-vis the loss to other organizations/private consumers in terms of cost increases due to a lower number of qualified bidders in the market.
The net result of this strategy has been that countries are focusing only on a narrow range of product categories, leaving a majority of products outside the scope of SPP implementation. Other procurement stages such as planning, award, post-award management, and supplier performance management that play a key role in delivering sustainable outcomes take a back seat. Hettne (2013) argues that award criteria are much more proportionate and effective approach than other stages of procurement cycle such as selection and technical specifications, etc., because they totally exclude bidders not satisfying those conditions. World Bank (2021) has emphasized paying adequate attention to planning and contract implementation phases of the procurement cycle to carry out a more strategic approach to procurement. Therefore, instead of focusing only on the product’s specification stage, contracting authorities should be progressively trained and encouraged to use all stages of the procurement cycle to drive sustainability benefits through procurement decisions. A direct correlation exists between the professionalization of procurement functions and the ability of authorities to contract for maximizing sustainability benefits. Therefore, while product sustainability criteria can give immediate benefits, countries should prioritize the professionalization of procurement to derive sustainability outcomes by appropriately choosing different procurement stages to achieve long-term success.
The closest that India has on this front is the letter issued by the Ministry of Finance, Government of India‚ on procurement of Split Air Conditioner, Frost-Free Refrigerator, Ceiling Fan, and Water Heater with minimum BEE Star label (MoF 2013). Another example is a letter issued by the Ministry of Railways for procurement of writing paper with a minimum 60% recycled content (Kumar 2013). Other than these two, ministries have never communicated any guidelines on product sustainability criteria and verifying mechanisms to contracting authorities. It is no surprise that the progress of SPP implementation in ministries and departments even after the issue of GFR 2017 and the Manual for Procurement of Goods 2017 has been insignificant despite enabling provisions.
MoF (2018b) has observed that these shortcomings came for discussion during the 2nd Meeting of the Task Force on SPP and three sub-committees were constituted for developing products criteria for different items to be coordinated by the National Informatics Center (NIC), Bureau of Indian Standards (BIS), and Bureau of Energy Efficiency (BEE). These sub-committees were responsible for framing product sustainability criteria in consultation with various stakeholders (Table 5.4).Table 5.4Sub-committee constitution for framing product sustainability criteria


	SN
	Members of sub-committee
	Coordinator of sub-committee
	Items assigned to the sub-committee

	1
	NIC, BEE, GeM, MeitY, and MoEFCC
	NIC
	Computers, printers, and other office automation equipment

	2
	BIS and MoEFCC
	BIS
	Printing and writing paper, sanitary ware, washroom chemicals, and soap

	3
	GeM, PCRA, and BEE
	BEE
	Vehicle and other electrical appliances




The sub-committees were at liberty to co-opt industry bodies, experts, and other stakeholders as per their requirements. These products were selected based on the combined wisdom of members of the Task Force and feedback received from industry bodies but without any formal Prioritization and Market Readiness Studies recommended in the UNEP approach for SPP implementation. A few meetings of different sub-committees were also held, and their progress was invariably reviewed during the subsequent meetings of the Task Force.
During the 6th Meeting of the Task Force, a presentation was made on “UN Environment SPP Guidelines” by the UN Environment representative. During the meeting, the representative proposed to seek financial assistance for carrying out Prioritization and Market Readiness Studies from the ongoing PAGE program in India. Other experts affirmed the versatility of the UN Environment Approach to SPP implementation. As a follow-up, the UN Environment took the initiative to carry out these studies as per UNEP’s methodology and awarded contracts for Prioritization Study and Market Readiness Studies to The Energy and Resources Institute (TERI), New Delhi. The report of the studies carried out by consultants is available in the public domain now (EDS 2019). Surprisingly, the report did not follow the detailed methodology prescribed by UNEP (No Year) for carrying out Prioritization Study. Even the primary impact data related to the procurement of products and services was not examined before arriving at prioritized products, namely printing paper, disinfecting/cleaning solutions, and room air conditioners. After putting in effort for more than 12 months since the award of contract, the study could zero in on three products, which are a subset of products identified by the Task Force to develop product specification by three sub-committees (Table 5.4). It would not be far from the truth if someone calls it a colossal waste of public money and time. The result is that India is back to its original plan of developing product specifications for prioritized product groups by three sub-committees.
It is open to discussion whether UN Environment’s engagement with the Task Force on SPP benefitted India’s fast-tracking SPP implementation. There is no denying that UN Environment took the initiative of carrying out studies, and the organization deserves due appreciation for it. Conversely, in hindsight, excessive reliance on the UN Environment for carrying out these reports appears to have slowed down the momentum of the Task Force. The Task Force met six times during eight months in 2018 but did not meet even once after the UN Environment volunteered to carry out studies. Nevertheless, it would not be fair to blame the Task Force’s slow progress on the UN Environment. The need of the hour is to revive the Task Force and three sub-committees responsible for framing specifications. The three coordinating agencies, namely NIC, BIS, and BEE, have the necessary wherewithal, institutional support, and experience for framing specifications, and they are capable of delivering them expeditiously. While it is important to articulate good intentions, it is much more important to have good institutions, driving these changes. What is needed is a bit of prodding and effective coordination by the Secretariat with these three institutes nominated for developing product criteria.
5.4.1.4 Presence of Voluntary Sustainability Standards and Ecolabels
The importance of having common product sustainability criteria has been discussed in the above paragraphs. The contracting authority must have reliable and trustworthy information about the environmentally relevant and health-related impacts to integrate them in purchasing decisions successfully. However, knowledge of procurers or users on sustainability impacts of products/works/services is as good or bad as that of a commoner. This is precisely where standards and ecolabel can assist contracting authorities in their efforts to integrate sustainability concerns in purchasing decisions. Voluntary standards and ecolabels bridge the knowledge gap and help contracting authorities provide third-party verified, credible information on environmental sustainability. A label ensures a thorough and complete assessment of all environmental impacts of the product over its lifetime.
The International Standard Organization (ISO) has categorized ecolabel in three types based on the principles, practices, and key characteristics (Table 5.5). The Type I ecolabel typically considers several parameters such as toxicity, recycled content, energy efficiency, etc., based on Life Cycle Analysis (LCA) for awarding labels to products. For example, EU Flower, Blue Angel, Indian EcoMark, Nordic Swan, etc. It is widely used by contracting authorities to set product specifications and verify its compliance. It has, thus, become one of the cornerstones of a successful SPP program around the globe. Type II labels are not independently verified by the third party‚ and therefore‚ they need to be regulated by governments under consumer protection legislation. Normally, they should not be used in public procurement for setting and verifying the product’s greenness as such claims can be misleading. Type III environmental declarations give quantified environmental information based on LCA data of a product to enable comparisons between products. Prakash et al. (2021) have noted that voluntary labeling schemes have limited potential to effectively internalize negative externalities in the market but can become a very powerful tool if combined with other policy instruments such as public procurement.Table 5.5Types of ecolabel (ISO 2019)


	Type of ecolabel
	ISO standards
	Key characteristics

	Type I
	ISO 14024
	A voluntary, multi-criteria based, third-party program that awards a license based on life cycle consideration, which authorizes the use of environmental labels on product indicating overall environmental preferences

	Type II
	ISO 14021
	Self-declared informative environmental claims by manufacturers and retailers

	Type III
	ISO 14025
	Environmental Product Declarations voluntary programs that provide quantified environmental data of a product, under pre-set categories of parameters




The use of product specification of an ecolabel and the use of ecolabel as verification mechanism are permitted in most countries‚ but ecolabel as product qualification criterion in a tender is not permitted. Notwithstanding the limitation, most countries with matured SPP programs have been using “ecolabel or equivalent” in tender documents to define and verify products’ sustainability. Clement et al. (2016) have observed that the EU 2014 Directives allow the use of ecolabels not only to define and verify the technical specification but also use it in award criteria, or contract performance clauses. The Directive has further put governing conditionality for using ecolabels in tender, such as criteria for label shall be verifiable, transparent, and non-discriminatory; independently developed by a third party and accessible to all concerned. These conditions are applied across all countries to ensure that the label does not act as an entry barrier to restrict access to public tender. Further, these conditions are met only by Type I ecolabel and hence their popularity in public procurement. Another important aspect related to the use of ecolabel is that vendors shall be allowed to prove compliance to criteria by any other means or other labels. This ensures that vendors are not unnecessarily burdened to take specific ecolabel for their products if they already have other means to prove compliance against tender criteria.
Many countries have used ecolabels differently to progress on GPP implementation. For example, in Japan, contracting authorities use GPP criteria to define product specifications and Japan’s EcoMark to verify compliance to GPP criteria set in the tender. GPP criteria are always set below EcoMark criteria so that vendors offering products with EcoMark labels meet the GPP criteria specified in the tender. The Blue Angel, the first and most well-known ecolabel worldwide, set up in 1978, is widely used in Germany by public agencies for defining product specification and their verification. However, the criteria are set in such a manner that only about 30% of products available in the market meet Blue Angel criteria for that product. As per Eco-Institut (2021), the basic criteria for Blue Angel are changed every three to four years. By positioning it as an aspirational label, it has encouraged companies to improve the sustainability attributes of their products and shift the market towards better sustainable products. China has an Energy-saving Products Catalog and Environment-friendly Products Catalog. Public authorities are mandated to procure items falling under these Catalogs as per Energy Conservation Certification and China Environmental labeling. Based on experiences of ecolabels in several countries, Inraldo et al. (2020) have overserved that the impacts of ecolabeling program depend on how a country uses ecolabel, how product criteria are established, how companies are given a label for use, and how often the criteria are updated.
While the market for labeled products has been growing globally, it is not growing uniformly. Vendors in the developing countries still face difficulties getting relevant labels/certifications as it requires a considerable amount of time and resources. The uptake of the label is also hindered due to a lack of knowledge on the perceived benefits of ecolabel, lack of awareness of the ecolabel itself among consumers and institutional buyers, and lack of promotion of the label. Inraldo et al. (2020) have studied barriers such as lack of industrial bases in small countries, lack of recognition of ecolabel as a decision-making tool, high certification and third-party verification cost, supplier strategy to protect their overall product portfolio, etc. for use of ecolabel. In the case of India, most of the reasons collectively have contributed to the failure of Indian EcoMark, as discussed in Chapter 4. The prevailing public procurement regime cannot escape the share of the blame for the scheme’s failure. It does not mandate/permit contracting authorities to buy products with EcoMark criteria. Even now, the Manual for Procurement of Goods 2017 provides for buying products with Type III ecolabel. A Type III ecolabel (as per ISO 14025) gives environment product declarations based on the LCA study, which has only been sparingly used in a few countries as a proof for carbon reduction claims of products. Further, Parikka-Alhola and Nissinen (2012), based on empirical evidence, have found that LCA-based award criteria in real purchase cases have very limited use. Therefore, it is an anomaly in the Manual and needs to be immediately attended, else any attempt to revive Indian EcoMark will not yield desired results. Due to the poor performance of the EcoMark label, India is losing on a vital tool for SPP implementation, which has been used constructively by other countries to commence their SPP journey. Additionally, the provision regarding Type I ecolabel should be made simpler within the public procurement framework to allow its uses in the tender document.
The need for a comprehensive regulation on VSS was highlighted in Chapter 4. VSS is no longer limited to the niche market but is making steady progress globally. According to Eco Index (2022), there are more than 455 ecolabels in 199 countries worldwide that claim to authenticate environmental and human health benefits. Córdoba SFD (2018) has estimated that VSS caters to the agricultural and seafood commodities market valuing USD 503 billion globally. It was also discussed in Chapter 4 how different VSS have made an inroad into India in the recent time, and more and more producers and manufacturers have trusted them to increase their share in global export markets. That day is not far off when national/international VSS/ecolabels would swamp the Indian market. Currently, India’s VSS Adoption Score, which measures the percentage of active VSS in a country with the total number of active VSS worldwide, is 43.08 (UNFSS 2020). The score of 43.08 is a very high score considering India is still a lower-middle-income country, and her score is just below that of Brazil, the USA, and China. This VSS Adoption Score indicates that many VSSs are already present in India, which are being used extensively by private sectors but are yet to be tapped by public procurers for enhancing procurement outcomes.
The growth of VSS and ecolabels has also helped shift the conversations on ethical and sustainable sourcing practices at the core of the organizational strategy. The availability of VSS and ecolabels in the market offers an excellent opportunity for purchasing communities to leverage them to create positive and measurable changes in products and services’ environmental and social performance. However, on the flip side, mushrooming of VSS may lead to misleading signals to consumers. Vieira AC (2017) informs that false “green” claims by companies are not uncommon and it has raised concerns about the legitimacy of the standard-setting process, accountability of standards-setting organizations, and government responsibility. As part of its 2020 Circular Economy Action Plan, the European Commission has highlighted the problem of “greenwashing.” EC (2020a) has underscored the need for empowering consumers and public buyers by providing trustworthy and relevant information on products, including their life span, availability of repair services, spare parts, and repair manuals.
Therefore, it is vital and urgent to develop a national VSS and ecolabeling framework to provide a definitive methodology for the standard/ecolabel development process, their effectiveness in meeting the stated claims, and transparency in assessment and management of standard/ecolabel. The proposed framework will filter out good standards/ecolabels from the bad ones and guide public buyers and consumers in identifying sustainably produced products and services by selecting appropriate standards/ecolabel in purchasing decisions. At the international level, Iseal Alliance has been promoting good practices for credible standards and has developed guidance and expertise on credible standard-setting, assurance, and measuring impacts of sustainability standards (ISEAL Alliance 2021). At a national level, the US Environmental Protection Agency (EPA) has taken the lead and come out with “Guidelines for the Assessment of Environmental Performance Standards and Ecolabels for Federal Procurement” in 2018 (USEPA 2016). The guideline has established a framework for evaluating VSS/ecolabels developed by private agencies/NGOs and recommending them for use in public procurement. Based on the guideline, the US EPA has developed a tool to help purchasers identify and procure environmentally sustainable products and services in an efficient and effective way. The US EPA leveraged private sector approach to define and measure sustainability of products and services by recommending the uses of over 40 private VSS/ecolabels in federal procurement covering 25 purchase categories (USEPA 2022). The German Federal Government has an initiative called “Siegelklarheit” that aims to provide information on credible labels so that they could be integrated in sustainable purchasing decisions and to counter greenwashing (Siegelklarheit 2021). UNOPS has also published a guide on choosing labels by the procurement practitioners within United Nations System (UNOPS 2009).
Also, despite the voluntary nature of VSS, they sometimes become a mandatory requirement through the global value chain, thus becoming a big barrier to trade, necessitating a meta-regulation of VSS. The need for such regulation was felt so important that five UN agencies, namely FAO, ITC, UNE, UNIDO, and UNCTAD, have jointly formed United Nations Forum on Sustainability Standards (UNFSS) to stimulate informed dialogue among key stakeholders, VSS, and ecolabels. Being a UN agency, UNFSS has the due legitimacy to set up a meta-regulation on market standards, which could diminish the problems of “greenwashing,” anti-competitive practices, and malpractices in the standards-setting business. Thame (2017) has reported that following this development, UNFSS has facilitated the launch of national platforms in a few countries to establish minimum criteria on which the standard can be created and operated.
Developing a national framework on VSS and ecolabel will be a step towards building a consensus on the meta-regulation of standards at the global level. On the one hand, the national regulation would ensure a science-based approach in standard-setting by any public or private entity. On the other hand, it would provide access to manufacturers of goods and services about the compliance requirements of private standards. Keeping all this in mind, UNFSS had facilitated the launch of the Brazilian Platform for Voluntary Sustainability Standards in June 2017. This platform provides data and analysis to enable the government to make informed decisions about VSS, its implications, benefits, and production and export costs. According to UNFSS (2016) and UNFSS (2017), India and China have also launched the India National Platform on Private Sustainability Standards in November 2016 and China VSS Platform in June 2017, respectively. It is expected that the launch of such platforms will build the necessary momentum for developing a comprehensive national framework on VSS and ecolabel in India.
Establishing a comprehensive VSS and ecolabeling framework in India would go a long way in developing, using, and managing VSS/ecolabels developed by private players/NGOs/BIS. Furthermore, it would provide much-needed confidence to public procurers in using them in selecting sustainable products and services and mitigate the risks of verifying claims of sustainability standards. The lack of such tools currently provides contracting authorities with a ready-made excuse for failing to use VSS and ecolabel in public buying. Finally, public policy demanding and recognizing VSS would drive transformational changes in the quality of standards, intensify VSS use in public procurement, and create a level playing ground for different VSS in the market.
5.4.1.5 Citizen Awareness of Sustainability Issues
The level of awareness of citizens of sustainability issues in a country directly impacts the uptake of policies promoting sustainable development, including SPP. Firstly, it puts the sustainability agenda at the center of public debates and dialogues and thus forcing the political class to take note of them. In a democratic setup like India, the voice of the people matters, and it has the potential to push the sustainability agenda upward on the priority list as elected representatives are particularly responsive to their citizen’s preferences. It triggers political debate by national political parties, leading to mainstreaming of sustainability principles in public policy. Secondly, enhanced awareness of citizens on sustainability issues makes them realize that protecting the environment and safeguarding the interest of society are public good and thus a key responsibility of the government. With this new realization, citizens are willing to support the government’s increased expenditure for safeguarding the environment and protecting human health. Thirdly, enhanced awareness of consumers on sustainability issues directly impacts their willingness to pay for sustainable products. It has been found that people are willing to pay a price premium for sustainable alternatives and choose the product with a lower environmental impact when given a choice of products that cost the same. Finally, Mohamad et al. (2019), based on sustainable procurement practices in local governments in the USA, have concluded that government’s willingness to spend money ethically for sustainable outcomes is more likely to be influenced by the political learnings of the citizen (which is dependent on their sustainability awareness) than the capacity of local government to institute and enforce sustainable practices.
Encouragingly, awareness of Indian citizens on environmental issues has seen a steady rise, in particular over the last few years. Millennials, in particular, are better informed and demanding, thanks to the introduction of environmental education in primary school. Citizens have started taking a keen interest in environmental issues and begun demanding action from the government to protect the environment. In recent times, they have come out on the streets to protest air pollution, water shortage, climate change, protection of the reserved forest, dilution of provisions in EIA rules, etc. Many school children in different cities of India joined Greta Thunberg’s global campaign—Fridays for Future, to demand the government’s attention on climate actions.
Lately, India has also witnessed excellent conversations on environmental sustainability in print and visual media. A few could even manage to grab the attention of political parties. The first case is related to permission to cut 2700 trees from the Aarey Forest in Mumbai, considered as the city’s lungs, to construct a car shed for the upcoming metro rail project3 in the city. It led to widespread protests from citizens and activists demanding the relocation of car sheds to protect the city’s green space. The case went up to the High Court, and the Hon’ble judge gave a ruling in favor of the construction of a car shed by cutting trees. Within hours of the High Court’s order, several trees were cut down overnight, leading to an enormous citizen outrage and triggering widespread protests. It became a political issue in the election for the State Legislature in Maharashtra in 2019. One side argued in favor of saving trees and withdrawal of permission to cut trees. The other side argued in favor of development and highlighted the resulting reduction in GHG emissions due to the construction of the public transport system. The matter went up to the Supreme Court, the highest court in India‚ that ordered maintaining the status quo until further order. Incidentally, the political party, which was opposing the cutting of trees, came to power after the election in 2019 and overturned the permission to cut trees from the Aarey city forest to construct a car shed. Instead, the government allocated a separate piece of land at another place to construct a car shed that would allow citizens to enjoy the benefits of both city forest and a reliable mass public transport system.
Another case relates to notification by the central government, regarding the draft Environmental Impact Assessment (EIA) Notification 2020, for streamlining the environmental clearance process for developmental projects. This again has created a division among political parties and was widely covered in the media. The matter is sub-judice under various courts and is under discussion in Parliament. However, these are isolated incidents where citizens and political parties have kept environmental issues at the core of their public debates. Such open discussions have helped create awareness of sustainability issues. The COVID-19 pandemic has further highlighted interlinkages among environmental and social sustainability and people’s well-being.
The growing awareness of citizens on sustainability issues also reflects the frequent coverage of environmental issues in print media. Some mainstream print media in India and abroad have covered the need for adopting sustainable procurement (Kumar 2019), (Shukla 2019) and (Gies 2014). It was quite heartening to see an advertisement in a newspaper by the Confederation of Indian Industry (CII) regarding its “Cleaner Air Better Life” initiative on 12th November 2020, though the initiative itself was launched in 2016 (CII 2020). This is a business-led initiative to achieve visible improvements in India’s air quality through sustainable solutions. This is for the first time that businesses in India have joined hands to form India CEO Forum and voluntarily address issues that concern ordinary people and their business competitiveness. They have come up with a “Clean Air Declaration” which encapsulates its pledge for action on clean air. Such business initiatives have the potential to enhance citizens’ awareness of sustainability issues. Yet another initiative by corporate leaders, the Science Based Targets Initiative (SBTi), a collaboration between CDP, UNGC, WRI, and WWF, provides companies with a clear roadmap to decarbonization by setting ambitious emission reduction targets. Though it seems corporate leaders have started understanding the merits of decarbonization, their sustainability journey has just begun.
Social media has also played a critical role in raising the awareness of citizens on environmental and social issues. There are several dedicated groups on social media dedicated to sustainability issues‚ and over the years‚ they have begun influencing policies that matter to citizens and the planet. They sparked a dramatic awareness on ocean plastic that led to increasing awareness on plastic standards and their uses in public buying.
These developments show that India has come a long way from 1974 when India created a separate ministry for Environment and Forest to now when sustainability issues are attracting millennials and bringing business, civil societies, and government together for actions at grass root levels. The Aarey Forest episode highlighted a unique challenge of competing interests of two sustainability issues and how they need balancing—saving of forest on one hand and benefits of public transport on the other. The government’s decision to allocate a separate piece of land to construct a car shed demonstrated that sustainability and development can go hand in hand. This is perhaps the first case in India in which the executive government has heeded the citizen’s demands on environmental issues and found a solution without the intervention of the judiciary. Such decisions would empower the government to incur higher expenditure when it comes to balancing costs vis-à-vis sustainability. It is hoped that this decision would lead to mainstreaming of sustainability issues in political discourse in India. Though the number of discussions on environmental issues in the Indian Parliament has increased, it has not reached the critical mass required for tilting decisions in favor of sustainability over economic development. India’s performance on environmental issues has not kept pace with its economic development. According to Yale University (2020), India shares a spot with Ghana at 168 out of 180 countries in the Environmental Performance Index Report 2020, leaving scope for a massive improvement.
Social issues such as fair trade and ethical practices, promoting fair employment practices, promoting workforce welfare, creating employment and training opportunities, social inclusion, diversity, and equity in the market are further down on priority. This situation prevails because they are hardly discussed in the mainstream media. Civil Society also has to play a pioneering role in sensitizing stakeholders on the importance of social issues in the context of public procurement, especially short-term gain by paying the lowest price vis-à-vis long-term gain to society by paying higher cost.
Willingness to Pay Higher Price for Sustainable Products
Many reports indicate that millennials worldwide are more willing to pay for sustainable products designed to be reused or recycled. This trend is evident in India too. If the price and quality were equal, most consumers would immediately shift from brown products to eco-friendly ones. However, the real challenge for shifting consumer behavior towards sustainable products comes when the price of a sustainable product is higher. This aspect of consumer behavior was highlighted in a recently published report titled “Alternativism” by an Indian MNC, the Mahindra Group. The report found that most Indian consumers are willing to choose environment-friendly alternatives, but 88% of them believe that such alternatives would be unaffordable (Ho 2019). Since most survey participants were from mega-cities having higher-income levels, it can be safely assumed that the percentage of people expressing similar sentiments will be much higher in smaller towns and rural India.
Such perception regarding affordability of sustainable products in the mind of consumers in urban India (presumably better educated and comparatively more affluent) suggests that their decision is impacted more by product pricing than by environmental benefits of the product. It further suggests a considerable gap between the number of consumers who intend to buy environment-friendly products and those actually buying such products. It does not need much effort to change the behavior of high-income group consumers as they would, in most cases, willingly shift to sustainable products at a higher cost. This is because they can afford higher costs and it gives them a feel-good sense of having done something for the environment. However, bridging the gaps for low- and medium-income consumers can only be achieved by bringing parity in the price of sustainable products through economies of scale and focusing on consumer education. As mentioned many times before, the government has a huge opportunity to create an economy of scale in the market by sending consistent demand for sustainable products and services and thus playing a role in bridging the gap.
Another pertinent point to be noted here is that the “Alternativism” report talks only of environment-friendly alternatives. There is no mention of ethically produced products because such consciousness is yet to get ingrained in people’s minds in India. This situation is not unique to India; many countries in the past faced similar situations. For example, Pelsmacker et al. (2006), in a study done in Belgium in 2005, found that consumers’ buying behavior is not consistent with their positive attitude towards ethical products, and on average, they were willing to pay only a 10% premium for Fair Trade label products. It did not change much even in 2018–2019; the market share of Fair Trade label coffee, cocoa, and bananas in Belgium are only 4.6%, 6.5%, and 28.2%, respectively (Gelder 2021). In an independent study carried out by Carlson (2008) using retail scanner data in the USA, the researcher concluded that consumers are willing to pay only a small premium for Fair Trade coffee. It shows the contradiction between consumers’ intention and their actual buying behavior. It further indicates that consumers, though aware of the impacts of their decisions, remain motivated by price while choosing more sustainable options. Moreover, while they may be willing to accommodate environmental concerns in their buying decisions, ethical ones are something that they are unwilling to consider, at least at the moment.
Consumers need to be aware of the utility of a product and how it is produced, and who produces it to incur higher costs for ethically produced products. To manifest such thinking in consumers’ buying behavior takes time and depends on the consciousness of consumers. Shifting private consumption towards ethically sourced products at a higher cost has been challenging even in industrialized economies. However, the private consumers’ reluctance to pay a premium for buying ethically sourced products should not be an excuse for the government to adopt the SPP policy. While buying environment-friendly and ethically sourced products, governments can keep the temptation of a lower price at bay in favor of broader national policy objectives. For example, even though private consumers were reluctant to pay a cost premium for Fair Trade products during that time, Belgium adopted a national action plan on SPP in 2009, and today Belgium boasts a very advanced level of maturity on socially sustainable procurement. Out of three regions in Belgium, two regions, namely Flanders and Wallonia, had a target of 100% SPP by 2020 (EC 2020b). The Government of Flanders won the Sustainable Procurement of the Year award at the 2018 Eco-Procura conference for their excellent progress on the SPP front (Procura + Network 2020).
These findings have practical implications for policymakers in a country like India. Firstly, they suggest that enhancing public awareness and knowledge on sustainability issues drives consumers’ preferences towards sustainably conscious purchasing behavior. Of course, such a change in consumer behavior should not be expected to happen overnight. Secondly, by buying environment-friendly and ethically sourced products, the government could become a champion in the eyes of private consumers and institutional buyers. The government needs to encourage business models that result in better sustainable outcomes to bring down the price of sustainable alternatives and promote widespread adoption of these alternatives compared to conventional, cheaper options. Thirdly, the number of consumers willing to pay a higher price for sustainable solutions in India has not yet reached the critical mass required for swaying political leadership to embrace SPP policy and make it a priority item of their party manifesto or governance agenda. The onus lies thus on policymakers to introduce SPP policy as a tool to pursue a more extensive national development agenda and keep trying for political buy-in. Lastly, we need to understand that SPP is a paradigm shift from the traditional procurement approach, and it takes time to arrive at a consensus on the issue. Advocates and champions need to continue creating awareness and spreading knowledge on sustainability issues for mainstreaming sustainability in public procurement.
5.4.2 Key Drivers at Organizational Level
The best way for an organization to undertake the SPP journey is to align its sustainable procurement policy/approach with the business plan and overall national priorities. The presence or absence of crucial drivers at the country level would impact the pace of rollout of a successful sustainable procurement program. These drivers at the country level provide an enabling framework and ecosystem, but they do not automatically lead to SPP implementation at the organization level. The frameworks and enabling ecosystem available at the national level need to be transposed in organizational policy and program for successful implementation of SPP. It would be erroneous to assume that challenges for implementing SPP at the organizational level are of any lesser significance. The presence of even a small hurdle has the potential to push SPP implementation off-track. The following sections discuss critical drivers for SPP implementation at the organizational level.
5.4.2.1 Top Management Support for SPP Implementation
The top leadership support for SPP implementation in an organization is as crucial as the support of political leadership for having an SPP policy at the national level. Sometimes the top management’s support has more bearing on SPP implementation than even political leadership. It has already been discussed how certain Central Ministries and Public Sector Undertakings in India had gone ahead with integrating sustainable concerns in purchasing decisions even when there were no enabling provisions in GFR and Manuals at the national level. The role of dynamic leadership has been a recurring theme in SPP initiatives in India, as will be seen later in the chapter.
Having an SPP policy at the national level is, of course, essential. However, it will not have anticipated impacts unless the leadership at the organizational level commits to translate policy into actionable documents. For example, the Foreword of the Manual for Procurement of Goods 2017 clarifies that the provisions given in the Manual are broad and generic and further advises ministries/departments to localize these provisions by issuing their detailed manuals (MoF 2017). However, none of the ministries/departments has developed detailed guidelines on enabling provisions in the Manual for integrating sustainability in public purchasing. Admittedly, it is unfair to draw a direct correlation with leadership in all these cases because it is often a combination of factors responsible for the uptake or failure of SPP policy. However, these examples bring out the pivotal role of top management in kicking off a fledgling SPP program. Their role would continue to be crucial until SPP policy gets deeply ingrained in organizational policy and becomes a routine affair.
The support of organizational leadership is crucial for other reasons too. SPP implementation is a multi-stakeholder process in which multiple actors play a decisive role during different stages of the procurement cycle. These actors may belong to different departments such as Procurement, Finance, Users, Environment, and Marketing. Unless departmental interest is harmonized with organizational policy, their action or inaction during the procurement process may push or pull back SPP implementation. For example, most public organizations in India do not have sustainability professionals, and even if some have, their alignment with the procurement department is suboptimal. Such disconnect continues, even though collaboration between these departments is indispensable for many crucial decisions during the procurement process and enhances sustainability outcomes of procurement decisions. The top management is often required to nip such conflicts in the bud and encourage team play among internal stakeholders.
Like a national action plan on SPP, each organization also needs to have a miniature version of its organizational policy and action plan that would act as a compass on its journey on the SPP path. The active engagement of the top leadership in the process ensures that departmental aspirations are reconciled with an organizational policy on SPP. Sometimes it might involve changing existing processes for better management control and developing an entirely new matrix for performance measurement. For example, a tender committee consisting of members from Procurement, Finance, and User departments are empowered to award a contract above a certain value. However, with sustainability criteria playing a pivotal role in decision-making, the need to involve sustainability professionals in decision-making will arise. All these need the seal of top management to get going. It is unimaginable to begin the SPP journey without the blessing of top leadership.
5.4.2.2 Resource Commitment for Sustainable Public Procurement
Like any new initiative, the development of the SPP policy and its implementation needs resources—both financial and human. SPP implementation starts with understanding relevant environmental and social impacts of purchasing decisions using the best available science, information, and expert knowledge. These insights and understandings come at a cost to the organization. Suppose an organization is just focusing on prioritized product categories identified and communicated by the national government. In that case, organizations at the sub-national level need not repeat this process and can begin their SPP journey by adopting them. Among many commonly used equipment/products/services at different levels of governance, a handful of them would contribute to the majority of the impacts. It is possible to standardize these equipment/products/services; ideally the national government should gradually include them in prioritized categories. But the government shall be willing to fund research and development for identifying prioritized product categories, establishing institutions, developing testing protocols, and identifying testing laboratories.
However, many bigger States, CPSUs, and Municipalities having larger budgets might have higher aspirations to contribute more actively towards achieving horizontal objectives and go beyond what is mandated by the national government and chart their own path on a sustainable procurement journey. For CPSUs with larger procurement volumes, it is advisable to carry out independent Prioritization and Market Readiness Studies to arrive at a list of prioritized products. This is equally true for States and Municipalities because the nature of products, works, and services purchased could be different from what is being purchased by ministries and departments of the central government. Sometimes sustainability impacts of products, works, and services could also vary depending on the local conditions and geographical location of Municipalities, States, and CPSUs in India. Carrying independent studies will allow them to measure their progress towards achieving sustainability objectives. In all probability, the list of identified product categories would match with product categories identified and communicated by the national government. In that case, organizations need to ensure that they adopt the exact product specification communicated by the central government to ensure an unambiguous signal to the market. They need to develop product criteria only for the additional prioritized product categories identified by them. Some may argue that a country should stick to a central prioritized list of product categories. This argument holds true for smaller countries where carrying independent study by sub-national governments makes no sense. But for countries like India where many States, CPSUs, and Municipalities have bigger purses than many countries in the world, it sounds logical.
Obviously, this requires a financial commitment and a dedicated team, depending on the volume and varieties of procurement. The litmus test for gauging the seriousness of the organization’s leadership towards implementing SPP is whether or not the leadership has allocated sufficient resources for this purpose. The key reason the Task Force on SPP in India has failed to make much headway is that its Secretariat is poorly provisioned in terms of staff and budget. The absence of a dedicated budget constrained the Secretariat in engaging independent consultants for carrying out Prioritization and Market Readiness Studies and developing a draft National Action Plan for SPP implementation. The result has been over reliance on other organizations to carry out these studies, engagement of inexperienced consultants, half-baked reports, and, most importantly, the loss of time with nothing to show as real progress.
Financial commitment is vital for other reasons too. Firstly, in a public setting, accountability is often linked to financial expenditure on a project/program. An organization is normally not held accountable for progress of a project/program until it has incurred public expenditure on them. Consequently, the Task Force has escaped scrutiny and review at the desired level because no financial expenditure has been incurred so far. Secondly, as discussed, sometimes the initial price of sustainable products is higher than conventional products though it might be cheaper from the LCC perspective. Alternatively, sustainable products might not be cheaper even after applying the LCC tool, or it may not be possible to apply the LCC methodology for any specific procurement. In all these cases, an organization has to justify paying a cost premium for sustainable products to take advantage of sustainability benefits and mitigate risks associated with specific product categories. Therefore, organizations need to budget for higher expenditure during the initial years of SPP implementation to derive sustainability benefits in the later years.
This situation has repercussions for public agencies where a budget is allotted on a year-on-year basis. The budget heads are different for capital and revenue expenditure and, in some cases, controlled by different departments. As a result of buying sustainable products at a higher price, the capital expenditure will increase, putting extra pressure on the capital budget. On the other hand, the LCC methodology’s cost benefits show up in the revenue phase due to lower maintenance, spare parts, running, and disposal costs. Therefore, applying the LCC methodology for buying sustainable products has different impacts on capital and revenue expenditure. This may require merging separate decision centers managing different budget items into one single procurement unit. For example, if capital expenditures (such as vehicles) and revenue expenditures (fuels) are managed by different organizational units, it is difficult to apply the LCC approach as the unit in-charge of purchasing vehicles would not internalize the fuel consumptions, which does not affect its budget. Therefore, linking these two budget streams is quintessential to the application of the LCC approach (Albano 2017). This difference requires fine-tuning during budget allocation to capital and revenue heads and again requires a sound understanding of the issue at a higher management level.
Similar to adequate provisioning of financial resources, a well-staffed procurement team is a must for spearheading the SPP program in organizations. Understanding the sustainability risks of purchasing and devising strategies to mitigate those risks is not a one-time affair but a continuous process. It might be beneficial for a small organization to outsource these works. However, it makes sense for bigger organizations to strengthen the procurement team by employing a few permanent environmental and social sustainability safeguard specialists. One needs at least some basic knowledge to engage a consultant in carrying out such works and making sense of the consultant’s report. If an organization has existing CSR professionals, they can also be roped in to support the procurement team in rolling out SPP. Such a team could also be leveraged in developing training modules on SPP, delivering training to stakeholders, measuring and communicating impacts of sustainable procurement, monitoring and reporting SPP progress, and developing the future strategy for enhancing SPP practices.
The Public Procurement Divisions in the Ministry of Finance, established in 2012 and housing the Secretariat of the Task Force on SPP, also need to be well-staffed with people having sound technical knowledge, understanding and expertise of Environmental and Social Governance (ESG), Life Cycle Analysis, social and environmental sustainability, decarbonization, etc. It will strengthen the current team and put them on a stronger footing for rolling our SPP program on a pan-India basis.
5.4.2.3 Capacity Building and Training of Procurement Professionals
At a conceptual level, sustainable procurement is just about integrating product’s life cycle impacts in purchasing decisions. However, the transformation of concept into actual practice is quite a daunting and long-drawn process. Thus, while a conducive public procurement policy framework is a pre-condition for launching a well-thought-out SPP program, the speed and uptake of SPP in actual practices hinges on how stakeholders are supported with different tools for policy implementation. The significant point to remember here is that while setting up a strategic policy framework is a one-time exercise done at the strategic level, the actual implementation of SPP in practice is an operational issue, which is done regularly and is carried out by middle and lower managerial officials. It is the people at middle and lower management levels who make the final decisions on what to purchase and from whom to purchase. Therefore, it is important that they understand the value proposition of SPP and how they can deliver it through their purchasing decisions. Thus, it is critical to understand the challenges faced by these officials correctly and address them suitably for the progress of SPP implementation at ground level.
Topmost in the list of challenges is the mindset of procurers. Currently, they fail to appreciate that strategic use of public procurement aims to obtain value for money that should lead to the most economically, socially, and environmentally efficient public funds. More often than not, their current mindset is the result of their resistance to change themselves to an emerging situation. The procurers that have been proficient in public procurement according to the old paradigm suddenly find themselves in a situation where they need to acquire completely new sets of knowledge and skills to deal with sustainability concerns in purchasing decisions (Rolfstam 2012). Changing this mindset would be key to balancing different priorities in public procurement. Rolfstam (2012) cautions that the situation is not unique to public procurers alone: it requires transition at most levels in the public sector as well as the supply-side, i.e., suppliers and their organizations.
At an operational level, officials involved in procurement actions have to face several new challenges due to the inclusion of sustainability in the decision matrix. Firstly, they need to understand environmental and social impacts of products, look for the right opportunity to integrate them in different stages of the procurement cycle, evaluate compliance of these sustainability attributes as per the tendered conditions, and ensure contract performance such that it delivers procurement outcomes that promote sustainable development and low carbon economy. The inclusion of sustainability in the procurement decision matrix comes with its own sets of data related to sustainability impacts of products and their supply chain. Often, these data are much larger than data related to conventional considerations such as cost, quality, and delivery schedule. These additional dimensions add an extra layer of complexity to the procurement decision matrix. It is to address this complexity that many European countries have developed guidance in the form of national SPP/GPP criteria and provided tools.
Secondly, procurement professionals traditionally have played around numbers for determining the suitability of bids against the tendered conditions. With the inclusion of sustainability in procurement decisions, procurers now have to make qualitative assessments of sustainability attributes of products as many of them, such as air pollution, the health impact of products, etc., cannot be valued in monetary terms (at least for now in most countries). Most procurement professionals (except those who have dealt with consultancy contracts) are not adept at handling such qualitative assessments. Matters get further complicated due to the lack of flexibility in procurement regulation that prevents subjective qualitative assessment of offers. From a procurement professional’s perspective, all these lead to increased workload, enhanced decision-making risks, lack of clarity on value addition, and gaps in necessary skill sets. After years of service in public procurement, they suddenly find themselves unable to deal with sustainability issues in procurement and feel professionally challenged. A reluctance to board the SPP bandwagon or downright stalling of sustainable procurement implementation by them in such circumstances should not come as a surprise.
The only way to alleviate their concerns is to equip them with the right skill sets to handle additional complexity in the procurement process arising from integrating sustainability. That is why capacity building and training of procurers and stakeholders has always been an integral component of all SPP initiatives. In fact, it has been a differentiating factor in the penetration and uptake of SPP programs in many countries. The key question is, how do we support procurers, finance managers, users, and other stakeholders for mainstreaming sustainability in procurement? The EU Member States have adopted five different kinds of approach, often in combination with each other—Dedicated Institution, Guidance and Tools, Training, Network events, and Projects—to raise awareness and knowledge of public procurers and other stakeholders (EC 2015), and these measures have been the cornerstone of their leadership in this area.
The Netherlands has established Dutch Public Procurement Expertise Centre (PIANOo) to professionalize procurement and to train all government sectors. It provides comprehensive information on SPP, such as relevant sustainability impacts in different areas, a checklist of common impacts in all products, SPP criteria tools, publications related to SPP, etc., all in one place. This helps demystify SPP for common procurers on the one hand and ensures more consistency in the application of common criteria on the other. The Criteria Tools is menu-driven and the quickest way to collect the latest SPP criteria for products/works/services. For example, if someone clicks on “Civil and Hydraulic Engineering” in the drop-down list (https://​www.​pianoo.​nl/​en), it opens up a new page. It gives users an option to select different types of civil engineering works such as Civil Engineering Structure, Preservation Works, Pumping Stations, Green Spaces, Sewerage, Roads, etc. After selecting one of them, it gives different sustainability requirements, award criteria, and suggestions related to particular work. The contracting authority can choose these criteria from the website in its tender and send it for publication. It also provides an explanatory note on why this criterion is important and how it can be verified. Such dedicated institutional support takes a massive load off the procurer’s mind and makes integrating sustainability criteria a child’s play and verification a risk-free process. Since these criteria are applied uniformly by all contracting authorities, it sends a strong signal to the market about the government’s intention and the need for market transformation. Such institutional support for embedding sustainability in procurement decisions also works positively on the procurer’s mindset and helps remove their hesitations in adopting new practices.
Guidance and Tools serve two different purposes—while guidance such as handbooks, manuals, and best practices example is informative, tools aim to simplify the process. For example, making a repository of common SPP criteria guarantees accessibility of such criteria to all stakeholders both on the supply and demand-sides of the market. The Japanese government supports the Green Purchasing Network (GPN), an NGO that publishes a database of green products and green procurement guidelines on its website. Countries have also invested in developing a digital tool for assessing the sustainability of products/works/services over their life cycle, determining life cycle cost of products over their life cycle, the incentive system for CO2 reduction, web-based SPP criteria with different ambition levels, tools for incorporating social issues in the supply chain, measurement, and monitoring, etc. For example, Austria has developed an online platform where contracting authorities can describe their needs and suppliers present their solutions. The Netherlands has developed DuboCalc to calculate the environmental costs of a project and compare competing bids by converting MEAT into a user-friendly digital interface (Hasanbeigi and Shi 2021). It can also be accessed even by tenderers to compute their expected price discounts ahead of submitting their bid.
Training is equally vital in India to raise stakeholders’ awareness and up-skilling procurers, users, and finance personnel on SPP. It is estimated that about 700 thousand officials are engaged in public procurement activities at different levels of governance in India. The Arun Jaitley National Institute of Financial Management (NIFM) under the Ministry of Finance currently offers an Advance Public Procurement Course for practitioners with a two-hour SPP module. The National Academy for India Railways (NAIR) also sometimes organizes webinars on SPP. The purpose of these modules, webinars, and one-off classes on SPP is to create awareness, but they stop short of up-skilling procurers on SPP. Also, this is too meager an effort for a country like India to make any difference.
The European Union has developed a GPP Training Toolkit for training public procurers on GPP implementation (EC 2019). It has six independent modules and ten operational modules, presentations‚ and accompanying guidance and is available in ten languages. Italy, through its “Technical Laboratories” workshops organized throughout all the regional territories, trains participants in the design and implementation of concrete actions, such as policies, procedures, and strategies (EC 2016). As a part of raising awareness of stakeholders on SPP, Poland organized 48 two-day training for officials, three conferences targeting market players, three conferences targeting auditors and finance officials and brought out 28 publications in 2011–2012 (EC 2015). Kozlowski & Rose (2012) have estimated that at the end of 2011, the total public procurement volume in Poland was approx. $ 46 billion. Planning Commission (2011) has given the total volume of public procurement in India as approx. $246 billion during the same period, about five times that of Poland. This gives a rough estimate of SPP training needs in India and brings out the enormity of the challenge in implementing SPP in India.
5.4.2.4 Organizational Awareness of Sustainability Issues
The importance of awareness on sustainability issues at the national level for SPP progression has already been discussed earlier in the chapter; the same holds true for organizations. Currently, the level of awareness on sustainable procurement is shallow both in the public and private sectors. However, expecting something to come from top-down and only then responding to it differentiates a leader from followers. The bottom-up approach for raising awareness of stakeholders could prove to be very successful. One does not need any guidelines, instruction, or budget to raise awareness on sustainability; it could be a part of regular meetings and discussions. The current level of awareness speaks poorly about business and procurement leaderships, who have chosen to bury their heads in the sand when faced with the biggest challenges facing humanity, such as climate change, plastic pollution, etc. In all fairness, it would be incorrect to blame only them because it reflects the general mood of the nation on sustainability.
Sustainability in organizations thus has been left at the mercy of self-motivated individuals who persevere on this course due to either their passion or self-development. In sharp contrast to such individuals, there is a unique breed of sustainability professionals in India’s Ministry of Railway. The Environment Directorate of the Ministry of Railway is not managed by sustainability professionals but people educated in mechanical engineering and experienced in the maintenance of rolling stocks. Overnight, rolling stock engineers became sustainability experts when the directorate was newly created! Naturally, there is a limit to expectations from such sustainability professionals, however committed and passionate, especially in an area such as sustainable procurement.
The organizational leadership can ignore such momentous gaps at their peril as the case for integrating sustainability in procurement has already been made. Every new information emerging from the business world reinforces the case for sustainability in business, including purchasing decisions. COVID-19 pandemic has hastened the move towards sustainability throughout the world. The European Commission has come up with the Green Deal in response to the COVID-19 crisis and is considering how to strengthen their existing GPP program to promote investment in environmental-friendly technologies, provide sustainable mobility, ensure energy and resource efficiency in infrastructure‚ and improve global environmental standards (EC 2021b). This is an excellent opportunity for organizations in India to recalibrate their strategy on SPP for making India greener and more inclusive.
5.4.3 Key Drivers at Market Level
Public procurement is driven by contracting authority and economic players in the market. There is plenty of research on how public procurement can support the development of business. SPP is another expression of the same argument—i.e., how public procurement can support the transformation of the market towards sustainable production. It was surprising to note that a search on Google Scholar with phrases such as “role of the market in public procurement,,” “role of the market in sustainable procurement,” “market support for sustainable procurement,” etc., yielded just opposite results, i.e., how public procurement can transform the market. What about the role of the supply-side in SPP implementation? It is inconceivable that there can be any transformation in the market without the active support of economic operators. Unless market players understand the sustainability benefits of transforming their processes and practices to make their operation environmentally and socially sustainable, it would be immature to assume that a long-lasting transformation could happen in their production process.
Not all market operators would fall for the government’s enticement in creating a market for sustainable products, works, and services. Some might follow the government’s narrative for the sake of their business sustainability. However, others would continue to manufacture conventional products that are still more profitable to produce as compared to producing sustainable alternatives. In the absence of competition due to fewer vendors in the market, the cost of sustainable products will continue to rise higher, damaging the prospect of SPP. Therefore, addressing the challenges of the supply-side is equally essential for the successful implementation of SPP.
5.4.3.1 Readiness of Domestic Market
One of the greatest challenges from the supply-side for implementing SPP in developing countries is—whether there are enough sustainable products available in the market? Rightly so, because procurement cannot happen in a vacuum when there are no credible vendors in the market for desired products. An adequate number of vendors with sufficient capacity to cater to the demands of public and private consumers in a country is a must for beginning a sustainable procurement journey. This is also important from a transparency and competition perspective. In the absence of a sufficient number of vendors participating in the tender, the resulting limited/no competition will lead to higher procurement costs of sustainable products. This would compromise the “Value for Money” principle in procurement and may invite allegations of favoritism, a bad omen for starting an SPP program. Sometimes, in a rush to implement SPP, organizations have floated tenders and landed with no-bid from economic operators. Therefore, it is advisable to ascertain the market potential for supplying a specific product before inviting tender.
Let us look at this issue from a business perspective. A business might allege that the contracting authority has not given adequate time to market players to prepare themselves for integrating sustainability requirements because it wants to favor a few vendors capable of meeting sustainability requirements. Such allegations have serious repercussions and may shake the confidence of citizens in the public procurement ecosystem. Therefore, a good practice is to adopt a phase-in timeline approach to give contracting authority and tenderers adequate time to adapt to the new sustainability requirements and process. For example, under the Buy Clean California Act 2017, the State of California in 2019 requested all prospective bidders to submit EPDs of their products by 2020 (Hasanbeigi and Shi 2021). It is a good practice to notify all stakeholders of future procurement needs in print media and highlight them in the procurement calendar. Thus, it would give adequate time to interested vendors for improving their sustainability performance and also an opportunity to augment their capacity to meet the future demands of such products.
It also has implications for the competitiveness of the domestic industry. Every country wants to improve its domestic industry’s competitiveness and reduce imports to maintain a healthy trade balance and foreign reserve. Therefore, it is usual for industry associations to demand favorable conditions for domestic industries’ development irrespective of the country’s economic development level. Such nationalistic sentiments have only grown after the COVID-19 pandemic, and countries have again started looking inward and imposing trade restrictions to protect their industries. In India, too, there is a greater emphasis on the “Make in India” policy in post-COVID-19 than pre-COVID-19 times. The global chips crisis in the aftermath of COVID-19 pandemic has further fueled this sentiment in countries across the world. Therefore, whenever a government starts contemplating implementing sustainable procurement policy in developing countries, the default response of industry chambers is that such policy would increase import of materials. On the extreme end, some stakeholders even argue that the implementation of SPP would lead to “Green Imperialism” in the country.
The fear is not wholly unfounded. There is a famous case of an African country, a pilot country under the Marrakesh Task Force on Sustainable Public Procurement. The consultant copied the product specification of paper from across the Mediterranean Sea and recommended it for procurement. No local supplier participated in the bid when the tender was invited, and foreign suppliers quoted a very high rate. This was just the opposite of what has been the experience of buying sustainable paper in European countries. The price in the EU Member States remained the same or decreased after the inclusion of sustainability criteria in the paper. The incident led to the rollback of sustainability criteria for paper procurement in that African nation after protests from domestic vendors. It corroborates the argument that a country should resist the temptation of copying and pasting product specifications of other countries. The market maturity in countries could vary entirely, leading to utterly different procurement outcomes. In order to avoid such situations, it is an excellent practice to dwell on the domestic manufacturing capacity of prioritized products during the Market Readiness Study. Prakash et al. (2021) have observed that depending on market review and knowledge of the best available technology, a strategic dialogue with domestic suppliers for continuing product improvement towards the best available technology could be a more sensible approach.
It is, therefore, imperative to consider supply-side challenges while planning SPP rollout and take adequate measures for addressing them. The decision to rollout a list of product categories has to be gradual and must be in consultation with market players. The EC came out with directives on public procurement applicable to all Member States in 2004 and with common Core and Comprehensive criteria for ten products and services in 2008, i.e., after four years of legislation on GPP. The list was further enlarged to 17 products and services in 2018, i.e., ten years after notification of the first list. One may argue that the EC took time because they had to balance the interests of 28 Member States (before Brexit) to build consensus on such an important issue. Of course, this argument has merits, but the foremost reason is that developing a product’s sustainability criteria is just like developing a new standard, and it takes time. The policymaker would be wise to keep this time margin into account while planning a rollout strategy.
The European Commission has a dedicated arm, Joint Research Center, for research to provide independent scientific advice on GPP criteria for any product/services. For developing EU GPP criteria for Data Centers, Server Rooms and Cloud Services, two stakeholders’ meetings were held in November 2017 and May 2018, and after inviting written comments, the final technical report was submitted by JRC to the European Commission in 2020 (Dodd et al. 2020). Two–three years is an average time for standards development in other countries too. The International Standard Organization (ISO) usually takes about three years to develop a new specification (ISO 2021). It compares the standard development process to a symphony and its role as a conductor while the orchestra is made up of independent technical experts. Like composing a symphony, the development of product sustainability criteria is a highly technical job, and it cannot be relegated to consultant, however qualified she may be. At the cost of repetition, it is again emphasized that country leadership should resist the temptation to copy/paste product specifications and should not heed to any donor agencies’ advice on the issue.
Implementing a sustainable procurement policy has the most profound impacts on vendors than any stakeholders as it impacts the sustainability of their business. No policy can have legitimacy without consultation with those who are most affected by the implementation of policy. Therefore, industry participation in the criteria development provides legitimacy to the whole process and provides them with adequate time for upgrading their manufacturing practices to meet additional sustainability criteria. In addition, their engagement in the process gives them a sense of pride and involvement in shaping the future of industry and country and thereby ownership of the new product’s criteria. This pride can make them go the extra mile, motivating their competitors to succeed in the new sustainability criteria. Therefore, the key mantra for getting the support of the market in SPP implementation is to engage them from the very beginning so that they do not have a feeling that new sustainability criteria have been thrust upon them without any prior consultation. Making them an equal partner in SPP implementation will have a long-term positive impact on the overall process.
5.4.3.2 Industry Capacity to Embrace Innovation
The increasing thrust on energy and resource efficiency, SDGs, climate change mitigations, circular economy, etc., and growing expectations of millennials mean that industry must continuously reinvent their manufacturing and supply chain. The only way to achieve this objective is to pay close attention to anticipated customers’ demands and continuously improve the existing product line. However, innovation does not come naturally to all organizations, and it depends on a combination of factors such as internal culture, relationship with the customer, level of commitment to invest in R&D, IPR framework in country (Mennie 2019), commitment to address more significant problems and harness people’s talents (Hamel 2006).
External business environments in a country such as political environment, education, natural resources, infrastructure, and maturity of business have a significant impact on how industries progress on the innovation path. Countries are endowed with diverse business environments, and they play a vital role in the ability of their industries to embrace innovation. According to Dutta et al. (2020)‚ Switzerland is the most innovative economy in the world, followed by Sweden, the United States of America (USA), the United Kingdom (UK), and the Netherlands. In the same Global Innovation Index 2020 ranking, China and India rank 14th and 48th, respectively, among the 131 economies featured in the report. Even within a country, there are many variations in industry capacity to embrace innovation in the light of customers’ rising expectations. The same report ranked 100 different science and technology hotspots worldwide and found that the USA has the largest number of hot spots (25), followed by China (17), Germany (10), and Japan (5). Indian cities, namely Bangalore, Delhi, and Mumbai, are ranked 60, 67, and 98 in the top 100 science and technology hot spots (Bergquist and Fink 2020). Developing countries are expectedly apprehensive while purchasing sustainable products, works, and services that entail a fair amount of innovation in the manufacturing process. However, vendors need to appreciate that by demanding sustainable, innovative products, governments are providing an opportunity to embrace innovation in their production process and thus stay viable in current times, domestically and globally.
India’s ranking has improved over the last three years from 57 in 2018 to 47 in 2020, with the third rank among 29 lower-middle-income group economies. Though India ranks behind many developed economies, her domestic market is quite vibrant, both in size and investment environments. In the ICT service industry, India ranks first in global ICT service exports. India is home to 164 of the world’s top 5000 brands and ranks 12th in terms of human capital and research and 16th in R&D-intensive global companies.4 India ranked 19th in terms of auto components export to the world in 2018–2019. However, a lot more needs to be done to increase the competitiveness of the Indian industry through innovation aimed at accelerating inclusive, sustainable, and low carbon growth.
By continuously evaluating customers’ evolving needs and keeping them at the center of their design paradigm, sustainability could become a driver of innovation for Indian industry, MSMEs, startups, and investors. The automobile industry is a case in point. It has emerged as one of the largest in the world and contributes to 7.0% of India’s GDP and about 22% of India’s manufacturing GDP (Acuite 2019). The five automobile clusters, namely Chakan (Maharashtra), Oragadam (Tamil Nadu), National Capital Region, Sanand (Gujrat), and Pithampur (Madhya Pradesh), are all set to reach a market size of USD 300 billion by 2026. They have built sophisticated forward and backward linkages and flourished based on the availability of raw materials, skilled labor, favorable policies, and other infrastructural support by respective state governments. Similarly, there are clusters for other industries such as Ludhiana for knitwear, Tirupur for textiles, Surat for diamond cutting, and Baddi for pharmaceuticals across India that have a global reputation. The success of clusters at a global benchmark exhibits that Indian domestic industries can deliver top-notch quality products, including sustainable products, in response to global demands.
In a survey of industries by CII (2013), 90% of the respondents claimed to have innovated their business model in the last three years. This high percentage demonstrates that industries are already thinking about a new business model focused on serving the needs of an inclusive and sustainable world. The government can fast-track this process by communicating unambiguous signals to the market for sustainable products, works, and services, thereby further channelizing investment towards innovation for sustainability. It is a win–win for both government and industries as the government gets benefitted in terms of additional revenue due to new investment from industry, and industry gets a ready-made market for their products.
5.4.3.3 Institutional Capacity to Support Small Enterprises
Basuroy (2022) has estimated that over 110 million Indians were employed in the MSMEs sector across India in 2021, constituting about 40% of India’s workforce and contributing about 45% of India’s manufacturing outputs (Goyal 2013). Industry bodies representing this sector are apprehensive that procurement is an economic activity and that implementation of SPP should not hinder their participation in economic activity and thus impairing their ability to employ skilled workers. It is a genuine concern because even otherwise, there are many barriers to participating in government tenders. Their apprehension arises from the fact that satisfying additional sustainability criteria invites additional expenditure, which would make their product uncompetitive vis-à-vis a large-scale industry, putting them at a disadvantage in the government tendering process. Their apprehensions might come true in the absence of any safety net that provides technical and financial support to MSMEs for upgrading their facility to meet new sustainability requirements. This has been a significant concern of governments in all countries.
One of the objectives of sustainable procurement is to promote inclusive growth. Therefore, if MSMEs are being marginalized due to purchasing decisions in favor of large-scale industry, the purchase policy is defeating the government’s objective of promoting inclusive growth and distributing resources in society in an equitable way. Therefore, the procurement system that excludes MSMEs from the government procurement market cannot be termed sustainable procurement.
The Task Force on SPP in India arrived at the following objectives for implementing SPP.	Better Environment—Promoting reuse and recycling of assets, reduction in GHG emission, elimination of hazardous chemicals, and reduction of waste.

	Better Economy—Emphasizing greater efficiency in the use of resources like water, energy, fuel, etc. and incorporating Value for Money or Life Cycle Technique.

	Socially Responsible—Supporting the participation of Micro, Small, and Medium Enterprises (MSMEs) and Startups, Compliance with laws related to labor, safety, occupational, health, etc.

	Promoting Innovation—It is considered as an indirect objective to be fulfilled by leveraging SPP.





It is seen that the objective is to balance the three pillars of sustainability rather than prioritizing one over the other while implementing SPP. As discussed, SMEs, in general, face challenges in accessing the public procurement market, delays in payment, and a lack of competency to navigate through the complex process. Their concern about SPP policy emanates from the fact that the inclusion of sustainable elements into the public procurement process would make it even more complex and expensive for them to participate in government tenders. Not surprisingly, as discussed, SMEs are found lagging in adopting sustainable practices—extra financial burden in complying with sustainability standards and lack of technical know-how to integrate sustainability concerns in the production process. However, on a more positive note, it is easier to bring about change in a smaller setup with fewer procedural hiccups than in mammoth corporations having a multitude of interdepartmental challenges to overcome for any change to take place. This puts MSMEs in an advantageous position provided they are handholded to overcome initial hiccups.
Therefore, the situation of MSMEs could be alleviated and transformed into opportunities with the proper support from the government, financial institutions, and industry chambers. The experiences of SPP implementation suggest that Prioritization Study should also include whether the product could be realistically manufactured by local SMEs, considering the full sustainability impacts of a product (UNEP 2016). In Spain, for example, the regional Basque government has prioritized certain categories based on local capacity and established three levels of environmental criteria based on engagement with local suppliers. Engaging with SMEs from the very beginning of the criteria development could be a good way to inform them on the needs of contracting authorities. Capacity building and training to SME owners on the need to embrace sustainability in manufacturing practices and financial support would be crucial for transforming them into a modern unit capable of delivering sustainable products to the world market.
The ZED evaluation and rating framework, developed by the Quality Council of India with support from the Ministry of MSMEs, Government of India, is designed to address these issues and make them capable of designing, developing, manufacturing, and supplying sustainable products. The government has also offered several benefits to MSMEs for onboarding the ZED platform. Thus, this scheme has all the necessary ingredients to make MSMEs future-fit for the SPP scenario. However, the use of the ZED framework is yet to be tested in public procurement in India.
Using ZED rating as selection criteria for procurement through GeM/public procurement offers a win–win solution, both for contracting authorities and MSME vendors. On the one hand, it would create a market pull for the onboarding of MSMEs on the ZED framework. On the other, contracting authorities would get a pool of vendors capable of supplying quality and sustainable products at a competitive rate. However, the transition to ZED rating as a selection criterion for vendors needs to be done in a phased manner—preference for ZED Bronze rating in the first year, followed by requirement of ZED Bronze and preference for ZED Silver in the second year, followed by requirement of ZED Silver and preference for ZED Gold in the third year, and so on. This way, contracting authorities get the best performance to motivate manufacturers (MSMEs) to move forward along a higher trajectory. The phased introduction also provides ample opportunity to MSME vendors to integrate the ZED rating framework and implement suggested measures. Thus, the ZED rating system is a perfect tool, especially for MSMEs waiting to be integrated with public procurement that would help create an ecosystem for implementing SPP in India.
5.5 Self-Assessment of SPP Program Using the Flexible Framework Tool
The UN Environment has also developed an index for assessing a country’s progress SDG target 12.7.1 (UNEP 2021). The methodology considers 8 sub-themes related to	the existence of SPP policies and/or SPP legislation;

	the efforts and means dedicated by countries towards the implementation of SPP policies (process indicators);

	the outputs developed through these policies (outputs indicators); and

	the results achieved by these policies (outcome indicators).





However, most Asian countries, including India, have not started reporting on this indicator. The Sustainable Procurement Task Force of Great Britain has developed a Flexible Framework Tool that allows organizations to self-assess the progress on sustainable procurement over time (DEFRA 2011). The flexible framework encourages organizations to measure progress of sustainable procurement in five distinct themes‚ namely People; Policy, Strategy & Communication; Procurement Process; Engaging Suppliers, and Measurement & Results. For each specific area, the framework has described five levels of maturity—Level 1 indicating lowest level and Level 5 indicating the highest maturity level. For example, the theme People focuses on training and capacity building of stakeholders engaged in the procurement process. The five different maturity levels corresponding to Foundation, Enabled, Practice, Enhance, and Lead related to theme People are shown in Fig. 5.5. This framework has been used widely in the UK and Scotland to measure progress of organizations on SPP journey. Although this framework has been designed to self-assess organization’s progress on SPP journey in the UK and Scotland, the same can be applied to measure progress of other countries, including India on different thematic parameters. The previous discussion in the chapter reveals that India is yet to identify key procurement staff for giving training on sustainable procurement, which is the minimum requirement for qualifying to Level 1. Therefore, India’s journey on SPP can best be placed at Level 1 in terms of training and capacity building. Similarly, if the flexible framework is applied to measure India’s progress on policy, strategy, and communication (Fig. 5.6), it is noted that India has not been able to communicate policies related to integration of sustainability concerns in procurement to key stakeholders effectively. Therefore, India’s SPP progress in terms of policy, strategy, and communication cannot be placed at a higher level than Level 1. In other thematic areas as well, the progress is not very encouraging; India has not yet reached Level 1 in these thematic areas. World Bank (2022), in country procurement assessment report, has observed that India neither has in-depth assessment of the SPP policy nor any system or tool in place to facilitate, implement, and monitor the SPP implementation in a balanced way. This shows that India has to significantly do a lot in all five thematic areas to reap the full potential benefits of sustainable procurement.[image: ]
Fig. 5.5Flexible framework on training and capacity building5
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Fig. 5.6Flexible framework on policy, strategy‚ and communication



5.6 Previous Initiatives for Developing Sustainable Procurement Policy
Chapter 4 covered discussion over the existing environmental framework in India that has a bearing on purchasing decisions. Among many policies, India also has an ambitious National Action Plan on Climate Change (NAPCC) 2008. The Plan underscores the point that the government needs to promote a sustainable production process to meet people’s needs and motivate citizens to practice sustainable consumption such as a sustainable lifestyle. Furthermore, in his address during COP 26 Conference in Glasgow, the UK, the Prime Minister of India stressed on the role of a sustainable lifestyle in climate change and gave a clarion call for “Mindful and Deliberate Utilization, instead of Mindless and Destructive Consumption.”
Among other principles, India’s strategy to mitigate climate change is based on efficient and effective demand-side management, i.e., consumption and leveraging innovative markets and voluntary mechanisms to achieve sustainable development. The Action Plan seeks to mitigate climate change by accelerating the shift to energy-efficient appliances; promoting the use of the Energy Conservation Building Code for new building construction; conserving and minimizing wastage of water; promoting labeling programs for electrical appliances; promoting solar and other renewable energy, and increasing recycling of resources. It provided a good entry point for examining the efficacy of green procurement policy in mitigating climate change and various options available to the Government of India.
The following sections discuss how various activities such as creating awareness on SPP, amending provisions in procurement framework through administrative and legislative routes, and developing GPP guidelines have been progressing in parallel to facilitate the integration of sustainability in purchasing decisions.
5.6.1 MoEFCC and CII Endeavor on GPP Program in India
The first attempt to understand the green procurement concept and start conversations on this topic with wider stakeholders began in 2008 following the constitution of Prime Minister’s Council on Climate Change. As a result, a multi-stakeholder consultation was organized by the Confederation of Indian Industries (CII), with support from the Ministry of Environment & Forest and Climate Change (MoEFCC), during the same year, on Green Procurement and Purchasing Guidelines in New Delhi, India. As a concrete outcome of this consultation, the MoEFCC initiated a discussion on developing a GPP program based on the Japanese GPP model (Thomsen and McAloone 2015). The Ministry of Environment and Forest entrusted the task of developing green procurement guidelines to CII in 2011. A Core Group, under the chairmanship of Mr. Arun Maira, Member—Planning Commission, Government of India, was constituted for developing architecture of the GPP program in India. The role of the Core Group was to provide conceptual and technical advice to the project. The Core Group consisted of representatives from the Ministry of Railway,6 Defense, MoEFCC, BIS, manufacturing associations, and NGOs.
Revival of the Indian EcoMark, a Type I ecolabeling program, was also on the government’s radar. The Core Group felt that this scheme should be understood from the point of view of green public procurement—assess commonalities and points of convergence to develop synergy between them. The Core Group identified nine priority product groups, namely Paper, Pharmaceuticals, Electrical Appliances (coolers/ generators/water heaters), Water Coolers & Purifiers, Public Works (cement/bricks/steel), IT equipment (computers and peripherals/photocopier), Office Furniture, Lighting, and Mobile Phones for the initial rollout of GPP in ministries and departments of the Government of India. The Group selected these product groups based on:	products considered as low hanging fruits;

	products where initiatives towards greening have already been undertaken;

	products where technology is already established;

	products for which sufficient market capacity exists to meet demands.





Core Group also endorsed the product’s specification developed by industries. The best part of this effort was that manufacturing associations of these product groups were part of the specification development process. Therefore, the recommendation had buy-in from stakeholders from the supply-side. The Core Group’s rationale was that setting up a national policy framework of GPP in India is invaluable for lending legitimacy to and ensuring the GPP initiative’s follow-up. Accordingly, Core Group recommended MoEFCC to bring a legislation on GPP in its last meeting held on 23rd February 2011. However, these recommendations could not be taken forward by the ministry.
5.6.2 Legislative and Administrative Measures to Facilitate SPP in India
The Planning Commission (now called Niti Aayog), Government of India‚ had emphasized stimulating industrial growth in India by promoting green products and services in India in the Twelfth Five Year Plan 2012–2017 (Planning Commission 2012). The recommended measures for promoting green products were identifying 100 green products based on their environmental impacts, setting standards for the same, and promoting green public procurement in government tenders through price preference. It further encouraged developing a voluntary rating system, creating centers of excellence to promote green products and services, and providing incentives to export green products. The recommended measures for stimulating industrial growth were very ambitious, bold, and futuristic. These measures, if implemented, would have laid a strong foundation for SPP implementation in India. Unfortunately, these extraordinary recommendations could not be taken forward to their logical conclusion. However, the recommendations made in the Plan Document are still relevant and are worth paying attention to for developing any future strategy on the SPP program in India. Implementation of these measures in the right spirit would take India many miles ahead on the SPP journey.
Notwithstanding the non-implementation of recommendations for industrial development, voices for reform in the public procurement framework in India have been brewing; there was an attempt in 2012 to enact legislation on public procurement. India seemed to be lagging behind the international trend to enact laws to govern public procurement in the 1990s and 2000s decades in both developed and developing countries. A Committee on Public Procurement, set up by the Government of India in January 2011, recommended enacting a public procurement law to create a single regulatory framework for public procurement. Accordingly, the Public Procurement Bill, 2012, was introduced in the Lok Sabha (lower house of India’s bicameral parliament) on 14th May 2012 to regulate and ensure transparency in procurement by the central government and its entities. (Planning Commission 2011) argued that bringing public procurement within the ambit of law would provide a clear set of rules to ensure competition, transparency, probity, fairness, and equality in public procurement. The draft Bill shared some features with the UNCITRAL Model Law and the World Trade Organization’s Agreement on Government Procurement (GPA) (Planning Commission 2011). It also contained some rudiments of the recommendations made by the Core Group on the GPP to the Ministry of Environment, Forest and Climate Change, discussed earlier.
The Bill did not contain any phrase like “green procurement” or “sustainable procurement” in its text. However, it provided for:	Consideration of functional and environmental characteristics in the subject matter of goods or works.

	Inclusion of non-price evaluation criteria, provided they are objective and quantifiable.

	Taking measures to limit the participation of vendors to safeguard the lives of animals, plants, and humans and their health.

	Purchase preference to specific categories of bidders to promote domestic industry and socio-economic policy of the Government of India.





Though these provisions were weak regarding integrating sustainability in the procurement process, they could have been used to integrate some aspects of sustainability in the procurement cycle. Unfortunately, the Bill lapsed in 2014 due to the end of the term of 15th Lok Sabha.
Though the Bill lapsed in 2014, the demand for public procurement reform did not stop. Several reports/strategic documents originating from the government stables emphasized the need to use public procurement to meet horizontal objectives. The Planning Commission, Government of India, in its report on low carbon growth strategies for inclusive growth in India in 2014, recommended amending Financial Rules in order to empower public sector procurement officers to purchase on the life cycle cost basis instead of on the lowest cost (Planning Commission 2014). It further recommended to mandate aggregation of demands and enable bulk procurement through competitive biddings to enable rapid price discovery with the advantage of economies of scale. The Energy Efficiency Service Limited (EESL) later employed this strategy to procure LED and other items. The Niti Aayog, three years down the line in 2017, again recommended using cross-cutting tools such as sustainable public procurement, standards, ecolabeling, and certification for promoting resource efficiency of materials in the hot spot sectors of the economy (Niti Aayog 2017). It further recommended providing a mandatory graduated target to ministries and departments for green procurement, leading to a more ambitious target over time, depending on the program’s maturity and market for green products.
While conscious of the need for public procurement reform to enhance efficiency in public expenditure, the government appeared wary of following the legal route. Therefore, instead of reintroducing the previous Public Procurement Bill 2012, the government issued a revamped General Financial Rule (GFR) 2017, followed by the Manual for Procurement of Goods 2017, Manual for Procurement of Consultancy and Other Services 2017, and Manual for Procurement of Works 2019. The revamped GFR has some enabling provisions related to sustainability in purchasing decisions. These are:	Consideration related to the principle of life cycle cost while designing a project.

	Taking environmental criteria for determining the responsiveness of the bids.

	Procurement of electrical appliances with the notified threshold or higher Star Rating of Bureau of Energy Efficiency (BEE).

	Preference to bidders on the grounds of promotion of locally manufactured goods or locally provided services.

	Take-back clauses in the bid document when the department wants to trade the existing old item while purchasing a new one.





The current GFR marks progress over the earlier GFR 2005, which had no provision related to embedding sustainability in public procurement. However, these provisions fall far short of recommendations made by various reports (discussed above) brought out by the Government of India since 2012. If one examines these provisions in detail, one finds that while it allows the use of environmental characteristics in evaluation criteria, it is silent on the inclusion of the same in the subject matter of the tender. While it allows take-back clauses in tender, it also says scrap lots comprising hazardous waste, batteries, and e-waste shall be sold, keeping in view the extant guidelines of the Ministry of Environment & Forest. Procurement of electrical appliances with BEE Star Rating and preference to locally manufactured products in public procurement already existed, and therefore they cannot be termed a significant enhancement. In a nutshell, current GFR provisions do not give enough confidence to contracting authority to embed sustainability in the procurement process and‚ at best, send mixed signals on SPP.
In contrast, the Manual for Procurement of Goods 2017 contains provisions to integrate sustainability at different stages of the procurement cycle (MoF 2017). Para 1.6, Para 2.2.1. ix, Para 2.2.2.ii, Para 5.1.1. iii, and Para 7.1.1 of the Manual are especially relevant for integrating sustainability aspects in purchasing decisions that deal with LCC, ecolabeling, the definition of specification, selection criteria, and evaluation criteria, respectively. In addition, the Manual subsumed provisions related to product reservation and preferential/mandatory purchase from specific sources, such as reservation of Khadi and Handloom from KVIC and ACASH‚ respectively, reservation of certain items for procurement from MSEs, purchase preference from MSMEs, etc., discussed earlier in this chapter. However, the Manual is utterly silent on incorporating social issues in the procurement cycle. For example, a contracting authority cannot give weightage in evaluating bidders for providing skill development training and employment in rural areas that can be ensured by intelligent use of contract conditions and monitoring during contract execution.
The Manual mentions explicitly that the sale of batteries, hazardous waste, and e-waste shall be governed by rules issued by the Ministry of Environment, Forest and Climate Change (MoEFCC). This way, the Manual tries to harmonize rules issued by MoEFCC that bear on disposal of surplus or scrap goods by public organizations. However, the Manual fails to do the same where rules issued by MoEFCC interact with rules on procurement decisions. For example, as per the Batteries (Management and Handling) Rules, 2001, the bulk consumers (most major government organizations) involved in the purchase and use of batteries have to dispose off batteries by depositing with the dealer/manufacturer/registered/recycler/importer/re-conditioner or at the designated collection centers (MoEFCC 2001). The possibility that an old battery can be disposed of to the manufacturer or its dealers by inserting a buy-back clause in the tender finds no reference in the Manual.
Appendix 1 of all three manuals, namely Manual for Procurement of Goods 2017, Manual for Procurement of Consultancy and Other Services 2017, and Manual for Procurement of Works 2019, contains a small treatise on VfM in procurement, LCC, and the total cost of ownership (TCO). It describes the importance of VfM in public procurement given limited resources. It says that fitness for purpose, experience, and performance history of the vendor/contractor, flexibility, environmental sustainability, and TCO should be considered for achieving it. However, the treatise concludes by saying that TCO usually is not usable in routine public procurement cases due to uncertainties in estimates of various components of TCO, intangibles of value, and some amount of subjectivity involved in ascertaining the value. While the Manual is right about the limitations of using TCO in routine procurement, it just cannot end the discussion on the importance of VfM on this note. The Manual needs to provide a guideline on how to reduce such subjectivity and eliminate uncertainties in estimating components of TCO and not leave it to the judgment of the contracting authority.
One noticeable change in terms of institutional ecosystem at the central government level has been establishment of a new organization called Government e-Market (GeM), replacing the Directorate General of Supply & Disposal (DGS&D). The Government of India launched the Government e-Marketplace (GeM) in 2016 to allow public authorities to purchase commonly used goods and services. This platform was used to purchase products and services worth more than USD 12.5 billion in 2021–2022, with MSMEs accounting for 57% of orders. Green Room Air Conditioners were introduced by GeM in June 2021 as part of its efforts to promote sustainable products and services via its platform, as well as new features and functionalities on its portal. It has enabled buy-back options for 37 product categories, allowing bidders to quote the price of both existing and new products. GeM has also created marketplace filters to help buyers choose solar-powered renewable products such as inverters, streetlights, and torch lights, study lamps, and water heating systems (PIB 2022). However, since the launch of Green Room Air Conditioners on the GeM platform in 2021–2022, 176 such air conditioners have been purchased by public authorities (PIB 2022). It necessitates an examination of the reasons for such a poor take-off. The combination of low awareness of GeM features and the voluntary nature of purchase appear to be a likely cause for its slower adoption. However, the listing of products with sustainable criteria on the GeM platform appears to be a promising model for encouraging public purchasers in India to shift to sustainable products and services.
5.6.3 Role of UNEP in Creating Awareness on SPP
India has a long history of protracted engagement with UNEP on creating awareness on SPP policy. The interaction began as a part of India’s engagement with the Marrakech Task Force on SCP to support the implementation of Sustainable Consumption and Production (SCP). During this period, several roundtables were held at the regional and national levels to assess the needs and develop programs that best suit their SCP priorities. Chiu (2011) has noted that national roundtables were held in China, India, and the Philippines to discuss the priorities and progress of SCP implementation in the region.
The three national roundtables on Sustainable Consumption and Production were organized in India in the year 2006, 2007, and 2010 (UNDESA 2010). The First Roundtable, held in Mumbai in 2006, identified five priority areas: Agriculture, Consumer Demand, Energy, Waste Management, and Water to develop SCP policy and action plan in India. In the Third Roundtable held in Delhi in 2010, the focus was on taking stock of the existing practices, legislation, bottlenecks, and obstacles and agreeing on the measures necessary to improve India’s SCP performance. SAG (2010a) informs that the roundtable also described GPP as one of the tools for marching ahead on SCP. The report further notes that the dialogue held during the meeting provided inputs to the Indian delegation, leading the discussion in the 18th meeting of the UN Council for Sustainable Development, New York, in May 2010, where the 10-Year Framework of Program was to be expounded. The representatives from different ministries of the Government of India, academia, industry, multilateral agencies, and NGOs attended the roundtable.
The Government of India (MoEFCC) and UNEP jointly organized a meeting of the Marrakech Task Force (MTF) in New Delhi, India‚ in 2009 to create awareness on tools developed by them and build cooperation on SCP with South Asian nations. The Directorate General of Supplies and Disposals (DGS&D), the erstwhile central organization responsible for procuring common-use items required by different ministries of the Government of India, showed positive interest (SAG 2010b). Later, MTF formally approached DGS&D to participate in its activities on SPP. Among other issues, the meeting deliberated on the importance of organizations to lead and champion the cause of green procurement by setting an example and getting the ball rolling. Thus, one may note that during 2005–2010, MoEFCC took a keen interest in SCP and was in constant dialogue with international agencies on the topic and facilitated the participation of many senior officials of the Government of India in various meetings organized by them.
This series of events was followed by a presentation of the MTF Approach to SPP at a seminar held in New Delhi, India, on Green Procurement in February 2011. The EU-India Joint Action Plan Support Facility organized this event, and representatives from different ministries of Government of India, besides MoEFCC and European Union, attended the workshop. A substantial part of the workshop focused on identifying barriers for implementing GPP in India by the Indian participants. The critical barriers identified during the seminar were lack of specific responsibility to buy “greener” products, lack of professional skill and capacity to integrate environmental criteria in purchasing decisions, and lack of credible data on products’ environmental characteristics. Interestingly, they remain the most challenging barriers even today because of the limited institutional efforts to remove these barriers over the years.
After the seminar, the EU-India Joint Action Plan Support Facility–Environment brought out a limited-edition publication titled “Green Public Procurement Policy and Practices in the EU and India” for private circulation7 (Morton and Gandhi 2012a, b). The work on GPP was a part of the EU-India Action Plan Support Facility–Environment project implemented by Mott MacDonald (2007–2011). Morton and Gandhi (2012a, b) have stated that the European Union provided funds to the project intending to facilitate a dialogue between the EU and India on policy related to sustainable development; share practical experiences, and enhance environmental and regulatory capacity in India in waste, chemicals, water, air, and climate change. An exciting feature of this publication (a copy of which remain with the author) is that it was printed in India on Cyclus Print paper that is made from 100% recycled pulp to earn FSC® Recycled certification8 and has the EU ecolabel. This paper must have been imported in India from France, where it is manufactured, to meet the environmental commitment without compromising the visual quality of the publication. The naysayers in developing countries would love to highlight such examples as proof of how SPP could increase imports from industrialized nations.
5.6.4 SPP in Indian Railways
The earlier workshop was followed by another workshop on “Green Public Procurement for Indian Railways” in New Delhi in March 2012. UNEP, EU SWITCH Asia, and Indian Railways supported this event. The event was unique for several reasons. First, it was the first international conference on sustainable procurement held in India. Second, it was the first program on SPP in which UNEP decided to collaborate directly with the Ministry of Railways, a central ministry of the Government of India. Third, it was the first program on SPP exclusively for Indian Railways professionals. The event attracted a large delegation of national and international speakers and participants from various disciplines such as Procurement, Finance, and user departments got exposed to the concept of Green Public Procurement. The event also attracted the participation of many senior procurement practitioners from Indian Railways, who would later become salient supporters of SPP implementation in India (see Fig. 5.7).[image: ]
Fig. 5.7Participants of the workshop on GPP in Indian Railways, 19th–20th March 2012, New Delhi, India


During a meeting after the workshop with key players, including the representative of UNEP, the participants agreed to	continue efforts to take forward SPP in Indian Railway;

	constitute a Core Group in Indian Railways to study the GPP program and practices of the leading European countries and suggest a road map for GPP in Indian Railways;

	develop an SPP status assessment report, giving details of procurement practices in railways to safeguard the environment.





The Times of India, New Delhi, a major newspaper, reported on 30.03.2012, “The Indian Railways has taken a small but concrete step on the sustainable development path by organizing a workshop on Green Public Procurement for senior officials on Indian Railway” (ToI 2012).
In the following months, the Ministry of Railway notified an inter-departmental five members Core Group on Green Public Procurement (GPP) on 4th July 2012. UNEP and SNCF also expressed interest in facilitating capacity building of the Core Group to enable them to discharge their mandate. However, due to internal bureaucratic hiccups, no meeting of the Core Group could take place; plans for the Group were buried among files in the ministry.
Notwithstanding this setback, work on bringing out a report on SPP Status Assessment in India Railways continued. Shortly after, (Kumar 2012) brought out a peer-reviewed report titled “Sustainable Procurement in Indian Railways – The Track Ahead” (Fig. 5.8) in July 2012. The report not only reflected sustainable procurement practices in Indian Railways but was also a kind of status assessment of SPP practices in India. It became a reference point for future discourse on sustainable procurement.[image: ]
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Thus, while the workshop sowed the seeds of SPP in Indian Railways, regular support was needed to reap potential benefits. Many participants, who had reservations about the practical usefulness of SPP, later became silent advocates of SPP within Indian Railways. As a result, an annual workshop on sustainable procurement became a part of the Indian Railways Institute of Logistics and Materials Management (IRILMM), one of the organizers of the workshop in 2012. These annual workshops contributed substantially towards raising awareness about SPP in Indian Railways and beyond. Therefore, as a result of successive events after the UNEP workshop, Indian Railways was tagged as a pioneer organization contributing to the development of SPP policy and practices in India.
5.6.4.1 UNEP’s Sustainable Public Procurement and Ecolabelling (SPPEL) Project
The 2010s were a period of heightened activities on SPP both within and outside India. While changes were taking place in Indian Railways, UNEP was engaged in developing a dedicated international project on Sustainable Public Procurement & Ecolabelling (SPPEL) to assist national governments in designing and implementing national SPP and ecolabeling policies. UNEP shared the concept note of the project and invited Indian Railways to join the project as a partner. However, Indian Railways expressed some reservations about joining the project without a formal letter of invitation from UNEP. Therefore, though it was against established protocols, UNEP made an exception by writing a letter to Indian Railways in December 2012 to join the SPPEL project as a partner; this must not have been easy for a donor agency given their norms and rules.
As discussed earlier, paying adequate attention to local context is vital while planning a journey on the SPP path. Till 2017, the Ministry of Railways had the unique distinction of possessing a separate Railway Budget separate from the Union Budget; traditionally, Indian Railways undertook expansion and development programs by generating internal revenue. It had limited dependence on the Union Budget or external borrowing. As a result, the railway establishment had little prior experience handling requests from multilateral agencies willing to give grants to Indian Railways for undertaking developmental projects. Therefore, when the request letter was received from UNEP, officials, though willing to join the project, had no prior exposure in dealing with such a request. After prolonged consultation, it emerged that the proposal would require “No Objection” from MoEFCC, being the nodal ministry for UNEP in India. In March 2013, the Ministry of Railways sent a request to MoEFCC to give “No Objection” for joining UNEP’s SPPEL project. However, a month passed, and there was no response! No reply was received from MoEFCC even after sending multiple reminders. Eventually, the reason behind the pending reply was found: the approving authority at MoEFCC did not view UNEP’s direct involvement with the Ministry of Railways positively.
Director, UNEP, a rank higher than the Chief of SCP Branch who had initially invited the Ministry of Railways to join the SPPEL project, wrote a letter to MoEFCC explaining the rationale of the SPPEL project and the history of their engagement with the Ministry of Railway since the workshop in 2012. The letter further invited MoEFCC to join the SPPEL and lead India’s participation as a project country. Informally, efforts were also made to reach out to the concerned officer to ensure that the Ministry of Railways could join SPPEL without routing through MoEFCC.
Subsequently, MoEFCC wrote a letter to UNEP stating that India has a strong GPP program and was willing to join SPPEL as a project country. It also stated that MoEFCC, the nodal agency in the Government of India for coordination with UNEP, will coordinate the project in India. This development was seen as a win–win for both UNEP and India. UNEP would have seen this development favorably because now not only the Ministry of Railway but the Government of India itself was joining the SPPEL project. The MoEFCC’s decision to lead the SPPEL project was communicated to the Ministry of Railway in Jan 2014, almost a year after the original invitation was extended. The same letter also communicated their “No Objection” to the Ministry of Railway joining the SPPEL project; this, of course, had no meaning with the new developments.
MoEFCC and UNEP signed a Memorandum of Understanding (MoU) for joining the SPPEL project sometime between January–August 2014. As a part of the MoU, MoEFCC agreed to follow the UNEP approach for SPP implementation in India. As a follow up, the ministry formed a multi-stakeholders Project Steering Committee (PSC) consisting of representatives from different ministries, organizations, industry bodies, and NGOs in India. Shockingly, the Ministry of Railways did not nominate a representative for this committee. The first meeting of the PSC was held on 21st Aug 2014, and as seen from the Record of Meeting circulated by MoEFCC, discussions were rather detailed. Firstly, an inventory of previous works on SPP/GPP and ecolabeling in India was undertaken. Following that, the representative of CII informed PSC about previous works done on GPP in 2011–2012 and about the three reports submitted by them to the Economy Division of MoEFCC. The Chairman of PSC then invited suggestions from the Ministry of Railways and DGS&D to send a proposal to MoEFCC outlining areas where they would wish to be associated with the SPPEL project.
India’s joining the SPPEL project was a significant milestone for developing SPP policy in India and globally. However, the euphoria did not last long: it came to be known that MoEFCC was interested in taking forward only the SPP part of the project. It was expected that MoEFCC would clarify the project’s scope in the second meeting of the PSC, which would not happen till June 2015. However, by July 2015, it became known to the inner circle of SPP players that India had withdrawn from the SPPEL project. Thus, with this shocking withdrawal, India missed yet another opportunity to organize its SPP journey.
The baton of leading the development of SPP policy in India again fell back into the hands of the Ministry of Railways. UNEP offered another opportunity to the Ministry of Railways to join the SPPEL project as a partner organization. The Ministry of Railway was extra cautious this time as the MoEFCC had not given reasons for withdrawing from the SPPEL project nor formally announced/communicated information regarding the withdrawal of India as a project country from SPPEL. In 2015, a draft Small-Scale Funding Agreement (SSFA) between UNEP and Indian Railways was shared with the Ministry of Railways for discussion. The Department of Economic Affairs, Ministry of Finance (MoF) is a nodal ministry for receiving any grant from foreign sources in India; therefore, the proposal would require necessary clearance from their office.
Meanwhile, UNEP was putting pressure on the Ministry of Railway to sign the Small-Scale Funding Agreement (SSFA) as soon as possible to ensure that all activities under the project get completed before the end of the project timeline. While spirited efforts were made to sign SSFA within the stipulated time and join the SPPEL project, the deadline of 31st Dec 2015 to sign the MoU with UNEP for joining the SPPEL project lapsed. Frustratingly, India’s infamous red-tapes had led to the country missing yet another important opportunity to become a regional leader on SPP and a global player on the subject.
Later, UNEP offered this funding to Sri Lanka, and they joined SPPEL as a project country. India is still shown as one of the project countries in UNEP’s report on the SPPEL project (UNEP 2018), which technically is true, but India did not continue on the project. There is no official information available in the public domain on why India withdrew from the project. As of July 2020, no projects related to sustainable procurement or green procurement are to be found on the website of MoEFCC.9 SPP policy had clearly fallen down on the priority list of MoEFCC since 2006–2010 when the ministry organized three roundtables on SCP and led a discussion on the development of GPP guidelines in India. This incident also reflects the wavering commitment of leadership on public procurement as a tool for addressing environmental and social issues in India.
The SPPEL saga shows that the Ministry of Railways was willing to sign the SSFA with UNEP to receive technical support under the project; despite willingness, the document could not be signed in six months. It raises many questions on India’s institutional capacity to deal with emerging situations effectively. On one hand, UNEP showed flexibility in facilitating India/Indian Railways in joining the SPPEL project. However, on the other hand, the Indian bureaucracy was too focused on adhering to outdated protocols and procedures, which hindered their progress on signing with UNEP. This entire incident amply showcases why more and more voices like (Sharma 2013) are demanding a complete revamping and modernization of the bureaucracy in India. Why should a proposal for receiving a small fund from a multilateral agency such as UNEP require approval of the Cabinet, the highest political decision-making body in India? The SAFA was not so much about the $100,000 funding but about technical support to launch a pilot SPP program in India. After all, the total grant commitment for the project was less than a millionth of Indian Railways’ budget. The experiences gained during the program would have been invaluable, providing solid momentum to Indian Railways to spearhead the SPP program in India. The episode also put question marks on whether SPP policy has sufficient buy-in from organizational and political leadership in India: one of the best ways to judge leadership buy-in for any initiative is to find the gap between what one says through verbal commitment and what one does through actual actions. Unfortunately, in the SPP case, this gap does not appear to be narrowing with time.
Notwithstanding these shortcomings and setbacks, Indian Railways joined the 10-Year Framework Programme on SPP in 2015 and served on the Multi-stakeholders Advisory Committee (MAC) of the SPP program between 2015 and 2019. Another workshop on SPP was also organized in Jan 2014 with support from Iseal Alliance UK, Swiss Embassy in India, and Center for Responsible Business (CRB 2016). The event added great nuance to understanding of challenges in implementing SPP in practices and benefitted railways in the long run. Later, as mentioned earlier, an awareness workshop on SPP became a part of the annual calendar of IRILMM because it developed a successful business model around it. Such awareness-raising and capacity building workshops have continued, and stakeholders are much better informed of SPP today than they were a decade ago. It is yet to be seen if Indian Railways would remain satisfied with such small gains or its leadership would again take initiatives to recover the lost momentum so far as SPP implementation in India is concerned.
5.6.4.2 EU SWITCH Asia Facility and Indian Railways on SPP
The European Union has been involved in raising awareness on green procurement since 2011 when they facilitated a workshop on green procurement in India through the EU-India Joint Action Plan Support Facility. The EU SWITCH Asia Facility was also at the forefront and gave generous funding for organizing the workshop on “Green Public Procurement for the Indian Railways” held in New Delhi in March 2012, which marks the beginning of the Indian Railways journey on SPP. On and off, discussion on taking forward this relationship and doing a concrete project on SPP continued.
With almost a decade of engagement with the Procurement Directorate of the Ministry of Railways on SPP, it was clear that there was a need to get a broader support base for bringing any marked change in the current attitude of the ministry on SPP. It was time for a change in strategy from engagement with the Procurement Directorate to interacting with the Environment Directorate of the Ministry of Railway to take forward SPP. Accordingly, in 2018, when the EU SWITCH Asia approached the author to develop a small SPP project, the author took the proposal to the Environment Directorate and got in-principle support. The standard but now-familiar sequence of activities such as writing a demand letter, getting “No Objection” from MoEFCC, Clearance from DoEA, drafting Concept Note, etc., followed after that. Finally, the Ministry of Railways signed an MOU with the EU SWITCH Asia SCP Facility in January 2020 to provide technical support for translating policies into a plan of action for mainstreaming Sustainable Public Procurement (SPP), sustainable building and construction, water, and waste management.
The overall objectives10 of the project are:	a.
To advocate effective policy consultations and provide technical support for decision and policymakers, PSUs, industry, and SME/ suppliers on Sustainable Consumption and Production (SCP) and SPP.

 

	b.
To translate policies related to SCP into a plan of action with SPP as an effective support tool for delivery.

 

	c.
Strengthen capacities and increase awareness of stakeholders, including vendors, on SPP implementation.

 

	d.
To mainstream and disseminate SPP best practices for different multi-stakeholders, including Government, PSUs, Industry, SMEs/ Suppliers.

 

	e.
To promote and increase the uptake of SPP by Zonal Railways, Production Units, and other stakeholders.

 





The first virtual stakeholder conference was held on 11th Aug 2020 due to the national lockdown in the aftermath of the COVID-19 pandemic. An awareness workshop was also held in November 2020 in which participants from different zonal railways and production units participated. The project consultant has submitted an implementation guideline to the ministry, and the project stands closed. This marks the end of another initiative in India. The guidelines, however, has not been circulated to contracting authorities in railways yet to achieve its stated objectives.
From 2011 to 2020, almost a decade was spent creating awareness on SPP and getting leadership support for introducing SPP policy. During these years, as many as seven persons headed the Procurement Directorate of Indian Railways. When change happens so frequently at the top level, the leadership hardly has time to understand and focus on new initiatives related to SPP. The same is true for officials below, who are busy in routine procurement and supply chain activities. These officials fall in two categories. First category of officials admit in private that SPP is good for the environment and society but not practically implementable in the current context. Most distressing, the second category of officials, who are sizable in number, do not appreciate SPP policy even after a decade of awareness building in Indian Railways. Unfortunately, even the SPP project under the EU SWITCH Asia Policy Support Component could not achieve the stated objective of awareness raising and it became just another milestone in developing the SPP policy framework in India.
The SPP journey in the last decade since 2010 has many important learnings for future strategy for SPP implementation in India. First, identifying an SPP champion, who acts as a pivot for garnering support of stakeholders and creating awareness, is a must. Especially considering the full-time job, it entails coordinating among various stakeholders keeping in mind their specific protocols and constraints (as is apparent from the above discussions). However, institutional support is a must for continuity of the program. Secondly, getting leadership buy-in is exceptionally critical for the continuity of the SPP program in the long run; a very tough proposition, especially when stability at the highest level is a rare phenomenon in a governmental setup. It is tough to get an audience with the top leadership, much less influencing anyone on a subject like SPP. Therefore, compassionate leadership that promotes innovation and new ideas is necessary for sustained SPP implementation efforts. Thirdly, influencing policymakers to steer an SPP policy either through the administrative or legislative process is time-consuming. The only way to garner their support is to provide them with requisite knowledge and information in a succinct way as far as possible. Finally, one needs a critical mass of stakeholders for building momentum for adopting SPP policy in a country. Non-governmental organizations and multilateral organizations can play a significant role in building momentum.
It can be seen from the discussion in the above paragraphs that three different initiatives at the national level were taken to bring policy framework of Green/Sustainable Public Procurement in India (Fig. 5.9). The program began with an awareness workshop and conference and later developed into a national program. Two initiatives were led by the Ministry of Environment, Forest and Climate Change (MoEFCC), and the third one, which is still ongoing, by the Ministry of Finance. Besides these programs at the national level, a solid and credible SPP program in the Ministry of Railways has continued. The unique feature of the initiative in railways has been that it is continuing independently irrespective of ups and downs at the national level and, in many ways, has contributed in creating awareness of stakeholders on sustainable procurement and development of SPP policy at the national level. To a large extent, SPP in India is synonymous with SPP in Indian Railways, and no discussion on SPP in India would be complete without discussing SPP in Indian Railways. It has been the driving force for building consensus on SPP in India even though the progress of the SPP program at Indian Railways itself has been tardy.[image: ]
Fig. 5.9Timeline of development of SPP policy in India


The CII-MoEFCC initiative during 2009–2012 had begun at the behest of the Prime Minister’s Council on Climate Change. As discussed, the committee for developing SPP policy was chaired by the Member, Planning Commission (Ex-officio Secretary to the Government of India). It was the only initiative, which had support of both the political and organizational leadership. The other initiatives did/do not have political leadership buy-in, which is reflected in their progress. In the absence of buy-in from the political leadership for SPP policy, anybody can guess what will happen to SPP implementation in a country as large as India. India has missed two opportunities at the national level to jump on the SPP bandwagon, and it is hoped the current initiative, i.e., the Task Force on SPP, does not follow the same path.
5.7 Sustainable Procurement Practices in Private Sectors in India
The idea of leveraging purchasing power to transform production patterns on a sustainable path is not limited to government buying. The private sector, though more fragmented, has a substantial institutional purchasing power to make a difference in its supply chain. As a result of economic liberalization in India in the early 1990s, many companies in the private sector have grown exponentially, with their supply chain extending beyond India’s geographical boundaries. It has resulted in shifting a large part of the manufacturing activities outside the company and national boundaries, which has heightened sustainability risks in their supply chain. Many private companies acknowledge the need to have sustainable procurement policies for achieving long-term sustainable development objectives.
Godrej Industries came up with its policy in 2019 that outlines expectations with regards to ethics, business integrity, human rights, health and safety, environment, the local community, and quality of product and operations (Godrej 2019). Tata Consultancy Services (TCS) does not have a separate green/sustainable procurement policy, but sustainability concerns are part of their procurement policy. It encourages making conscious efforts towards procuring products and services considering their life cycle cost and potential impacts on people and the planet (Mukherjee 2014). Infosys, another IT giant, has come up with a short brief, “Sustainable Procurement: A Future-Oriented CPO’s Agenda,” that explores how procurement organizations are uniquely positioned to make an impact through responsible sourcing, waste elimination, holistic life cycle considerations, and access to a diversified supplier base (Infosys 2020a). Interestingly, Tata Steel, a part of TATA Group, known for rock-solid credentials on social and environmental performance and one of the first companies in the world to champion the concept of working for the benefits of stakeholders, does not mention employing procurement as a tool to support its environmental and sustainability policy. However, its website mentions product sustainability and their initiative to develop high-strength steels towards resource efficiency based on LCA methodology.11

While many forward-looking private companies have adopted and integrated sustainable/green procurement policy with their business sustainability goals, not much is available in public domain about their actual practices regarding product categories, use of ecolabel and VSS, etc. in their procurement decisions. However, some of them have done remarkably well on the sustainability front. For example, Infosys bagged the UN Climate Change Award 2019 and the 2020 Green Building Council (USGBS) Award and became carbon neutral in 2020, 30 years ahead of 2050, the timeline set by the Paris Agreement (Infosys 2020b). Further, no information is available on awareness about sustainable procurement among manufacturing and smaller companies. Such limited availability of information in the public domain limits the scope for cross-learning between public and private sector professionals. It again underlines the need to provide a networking opportunity where stakeholders from both public and private sectors can share their best practices and benefit from each other. It also highlights the role of government procurement as a first mover in creating demands for sustainable products and services in the market. Such demands by government buyers can produce spillover effects among private sectors for adopting sustainable procurement practices and investments in sustainable manufacturing, thus strengthening the overall ecosystem for production and consumption of sustainable products and services.
5.8 Summary
The chapter provides insights on the current state of play of sustainable procurement in India and how interactions among different stakeholders have shaped the evolution of SPP policy and practices in India. The detailed discussions on the status of different drivers for SPP implementation provide a snapshot of why India lagged on global trends in adopting SPP while she was almost at par with world economies in developing national ecolabel as a consumer information tool. The discussion highlighted the complexity of India’s challenges in developing the SPP program and mainstreaming at all levels of governance in the federal setup. These challenges are not mutually exhaustive, but they are mutually reinforcing. For example, getting buy-in from the political leadership and citizens’ awareness of sustainability are mutually reinforcing; poor progress on any one buttresses the other. Unfortunately, there is no shortcut for addressing these challenges overnight. We have seen how previous attempts to bring GPP guidelines in India have failed due to the absence of these drivers. Therefore, the only way to move forward is to keep using both bottom-up and top-down approaches to address challenges of SPP implementation and build on the current strengths. Each of the earlier interventions to bring GPP guidelines in India has essential learnings, and they reinforce some of the concepts discussed earlier in the chapter.
India started with a big bang on GPP in 2008 with a stakeholders’ workshop. It then followed with the constitution of a high-power Core Group headed by a secretary to Government of India to develop GPP guidelines with active engagement of industries. One of the major industry associations, namely the Confederation of Indian Industry (CII), housed the Core Group’s Secretariat. Different industry associations actively participated in the development of product criteria for the prioritized categories. The initiative itself was a part of the Prime Minister’s Council on Climate Change. A secretary chairing a Core Group on GPP implies that it had sufficient political buy-in. Thus, the initiative had all the essential ingredients of a textbook approach for SPP implementation in a country. Based on the Japanese model, which has been working successfully in Japan since 2002, the Core Group recommended GPP legislation; yet, the recommendations made by the Group did not find favor with policymakers, and GPP failed to take off in India. So why did not a successful model work in India? In hindsight, it appears that the Core Group copy-pasted the Japanese model without critically analyzing the Indian context for implementing the GPP program.
Awareness of citizens on sustainability, legal‚ and institutional public procurement framework and market dynamics in Japan in 2002 (when Japan enacted the GPP Law) was completely different from those prevailing in India in 2011. The Core Group had recommended enacting a law on GPP, based on Japan’s Green Purchasing Law, without realizing that government at the center was a coalition government; it would be difficult to muster support for legislation on green public procurement. Was there more consultation required to raise awareness of stakeholders on the benefits of GPP? Whether a recommendation for an executive order on GPP, which does not require scrutiny by Parliament, would have been better? Whether engagement with officials from the Ministry of Finance, which later piloted the public procurement bill, from the very beginning of the consultation process, would have salvaged the situation? Such questions did not come up for discussions in meetings of the Core Group and therefore never addressed.
The Public Procurement Bill 2012, introduced in the Parliament, was in response to a public outcry for bringing probity in public procurement and had nothing to do with the recommendation of the Core Group. It was just a mere coincidence that some provisions supported the inclusion of green criteria in the procurement process. Further, Japan’s economy has been the world’s second-largest behind the USA since 1968 until 2010, when China overtook it. In contrast, India was a low-middle-income country in 2011. The citizens, policymakers, procurement practitioners, institutional context, market, and politicians cannot be expected to have the same appreciation for GPP in both countries. There was a vast difference between Japan and India concerning other drivers too. Therefore, the Core Group’s recommendation on GPP legislation was inherently bound to disappoint because the Group did not tailor-made recommendations based on the overall national context. The failure of policymakers to bring legislation on GPP again further underscores the importance of local context while planning GPP rollout in a country/organization.
India’s failure to join UNEP’s SPPEL project in 2014–2015 has many vital learnings too. First, the country has to find its reasons and motivations for adopting sustainable procurement policies and practices. Sri Lanka decided to join the SPPEL project within a few months, while India took more than a year first to join the project, only to withdraw from it after just a while. At least from available correspondence, it appears that MoEFCC was very enthusiastic in leading the SPPEL project in India, and it must have been a considered decision of the ministry. What went wrong that the ministry decided to withdraw from the project after taking pains to constitute a Project Steering Committee (PSC)? Was it due to failure to anticipate the project’s needs, scope, and impacts, which could not have been foreseen before joining the project? Whatever the reason may be, the flip-flop within the span of a few months does not exude confidence in India’s decision-making process. The decision to withdraw from the project was regressive and contrary to the global trend of using procurement power strategically. It seems inexplicable when seen in the background that MoEFCC was behind the first stakeholder’s consultation workshop on GPP in India in 2008.
Additionally, it is difficult to comprehend that a ministry whose mandate is to protect and preserve environmental sustainability does not believe in using GPP and ecolabeling to enhance the sustainability of products and services. Withdrawal from the SPPEL project conveyed the view that India was not ready to adopt the SPP policy. Such a signal emanating from MoEFCC has the adverse potential to create confusion in the minds of stakeholders, who look up to the ministry as a guiding influence to promote environmental sustainability in India. Further, it highlighted the intent (or rather lack of it) to reform and liberalize technical collaboration between Indian and foreign institutions in civilian areas. The leadership at the organizational level needs to be empowered to decide what is best in their organizational interests. Last but not least, it delivered a fatal blow to the ecolabeling program in India, from which the program has not yet recovered. Since then, India has not seen any initiative to revive the Indian EcoMark label, the most critical tool for information and verification of product criteria during purchasing decisions.
The chapter showcases how SPP initiatives in India have moved on a sinusoidal curve, depending on the extent of support from leadership. Leadership needs to help stakeholders understand how the organization would benefit from SPP and the future cost of not embracing SPP now. A series of events over the past decade in India exemplifies the role of top management for SPP implementation. For example, the Ministry of Railways gave a lackadaisical response to funding from UNEP’s SPPEL project in 2015, while accepting the funding from EU SWITCH Asia Policy Support Component in 2019, after four years. While the Ministry of Railways formed a Task Team on GPP in 2012, the Ministry of Finance notified a Task Force on SPP in 2018, i.e., six years later. The MoEFCC did not pay much attention to the Core Group’s recommendations on GPP in 2012, while the Ministry of Finance notified a Task Force on SPP in 2018 for formulating SPP guidelines. MoEFCC joined the SPPEL project only to withdraw from it six months later. The Task Force on SPP met six times in nine months in 2018 but has not met after that in the next 24 months. In all these events, leadership played a pivotal role; these events highlight that it is unlikely that SPP implementation will make much headway without engaged mentorship.
As has been deliberated, two national initiatives on the SPP journey have already crash-landed. The progress of the third initiative, i.e., the Task Force on SPP, is under a cloud. No meeting of the Task Force since December 2018 literally means that the Task Force has become incommunicado. In December 2020, UNEP appointed a consultant for drafting a National Action Plan. As long as the ministry can develop a draft National Action Plan on SPP with due stakeholders’ consultation, it is good for India and a step in the right direction.
It is not as if everything has been downhill over the past years. Policymaking in a democratic country, as large, populous, and diverse as India, is an intrinsically complex and contested process. What is praiseworthy in this journey is that there has been increasing acceptability of strategic use of public procurement for enhancing true value for money for each dollar spent on procurement. There are many initiatives at ground levels aimed at enhancing the sustainability outcome of purchasing decisions. Though the number of such initiatives is sporadic, the number of practical uses of various aspects of strategic procurement has increased, indicating a positive, growing trend. These bottom-up approaches for integrating sustainability in purchasing decisions have the makings to develop into independent decentralized SPP programs and create further momentum for building consensus on the strategic use of public procurement. However, depending solely on these sporadic approaches for mainstreaming sustainability in purchasing decisions will not lead to any discernible impact on an economy like India. Going forward, the challenge for Indian leadership is to enable and guide policymakers and contracting authorities to transform their existing SPP pilots into a full-fledged SPP program. The success of the program will ultimately depend on how quickly leadership is able to address legal and administrative complexity, but also issues of risk-aversion, awareness, perception, attitude‚ and lack of strategic leadership (Correia et al. 2013). The biggest silver lining in the Indian journey on sustainable procurement is the fact that people and government remain committed to the cause despite failures in the past.
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6.1 Introduction
Discussions in the last five chapters covered a wide range of issues related to SPP policy and practices. The idea was to get a nuanced understanding of the current situation in India in terms of awareness, legal and institutional policy framework, and market conditions for implementing SPP policy compared to those in industrialized counterparts in the developed world. In addition, it presented previous initiatives by the Government of India for mainstreaming sustainability in purchasing decisions and key learnings from these experiences.
This chapter builds on the shared understandings of sustainable procurement policy and attempts to develop a strategy for scaling up SPP policy and practices in India. The chapter uses SWOT analysis to arrive at the strengths and weaknesses of the current SPP program in India and explores different approaches for removing these weaknesses. The idea is not to put aside previous initiatives and reinvent the wheel but to build on recent developments in the field and leverage existing policies and institutional setup to fast-track India’s efforts to implement SPP. Throughout the chapter, the focus is on localizing the key learnings from international experiences and building solutions that are the best fit for the three-tiered governance structure in India. Strategies discussed thus factor in India’s federal structure, changing context, and requirements of stakeholders. These strategies could be improved further based on consultations with wider stakeholders. A sample draft SPP policy and roadmap for implementing SPP in India have also been presented.
6.2 SWOT Analysis for Implementing SPP in India
Flip charts were used to carry out a SWOT analysis for implementing SPP in India with participants in workshops since 2012. Since then, the exercise has been repeated in nine capacity building workshops, covering more than 340 participants with an average public procurement experience of about 11 years. The participants represented various ministries and Central Public Sector Undertakings (CPSUs) in India. Surprisingly, every SWOT analysis exercise tossed almost the same results, with minor differences in phrases and wordings (Fig. 6.1). Sometimes, the rankings of various strengths and weaknesses perceived by participants have changed, but the flagged issues have remained the same. These findings have been tested and validated step-by-step with the community of practitioners aspiring to create a shared understanding of the procurement system’s strategic aims and challenges. The goal was to build readiness and momentum within the procurement fraternities to influence policymakers and initiate conversations on sustainable procurement.[image: ]
Fig. 6.1SWOT analysis for implementing SPP in India



The findings are incredible as they reflect that stakeholders are spot-on when it comes to issues related to SPP implementation in India. However, the identical results of SWOT analysis exercises over almost a decade point out that the broader policy environment related to SPP implementation in India has not changed to make perceptible changes in the minds of stakeholders. While it is known that several changes have been made during these years, these changes were too slow to make them noticeable or too little to make any impact. For example, suitable provisions brought in the Manual for Procurement of Goods 2017 to facilitate the integration of sustainability concerns in purchasing decisions failed to make the desired impacts because central ministries have not transposed these provisions in internal guidelines regulating public procurement procedures. As a result, contracting authorities in ministries are neither aware of such provisions nor are obliged to follow them in their routine works. Moreover, contracting authorities in the States, CPSUs, and Municipalities are not bound to follow these provisions as they do not apply to them in any case. Therefore, the net result of changes in the Manual on purchasing professionals has been negligible.
The following paragraphs discuss the findings of the SWOT analysis in detail.
6.2.1 Strengths
Chapter 4 discussed in detail the size of public procurement in India. Government of India’s expenditure on the procurement of goods, works, and services for delivering public services has been estimated to vary between 15 and 30% of GDP with the median estimate of 20% of GDP. Considering the size of the Indian economy and robust long-term economic growth forecast, it is sensible to make use of this money strategically to channelize investments to support a greener economy and promote the transition to a resource and energy-efficient circular economy. The discussion also highlighted how various States and CPSUs have a high significant budget capable of leading SPP implementation on their own. Moreover, some of the States and CPSUs are at par with the Center, if not more advanced, in terms of the public procurement framework governing procurement procedures within their jurisdiction. Therefore, keeping them outside the strategy table for scaling up SPP policy and practices in India and focusing only on central ministries would be a colossal waste of the available opportunity.
Moreover, successful implementation of SPP policy in one State will create competition among States for SPP implementation and exert peer pressure on them to take more meaningful actions. Similarly, successful SPP implementation in one CPSU/Municipality can become a role model for adoptions by other CPSUs/Municipalities. Therefore, creating healthy competition for adopting SPP policy and practices among States, CPSUs, and Municipalities should be the signature strategy for SPP implementation in India.
Chapter 4 also discussed various rules and regulations governing public procurement in India. It was also noted that India scored reasonably high in the first global benchmarking study by the World Bank in 2017 to analyze public procurement regulatory framework in 180 countries. However, the study did not consider policy framework for integrating sustainability in purchasing decisions. India’s high score on procurement regulatory framework shows that India has contemporary procurement regulations. Vendors and contractors have confidence in the rules and regulations governing public procurement procedures. The general principles of public procurement such as analyzing needs and expected expenditures, fair opportunities for all, transparency in decision-making, fair supplier relations, and professional contract management are strictly adhered to. Adherence to these principles by contracting authority ensures the predictable outcome of procurement decisions, vital for making investment decisions by vendors/contractors and financial institutions. This situation augurs well for integrating sustainability concerns in purchasing decisions.
Though the current procurement regulation works fine for delivering primary objectives, India needs to reform its procurement procedures to allow its uses for achieving sustainability objectives. Globally, procurement reform is a continuous process and progressive governments don’t hesitate in undertaking reforms needed for addressing emerging new challenges. In December 2021, the USA in its Executive Order on catalyzing clean energy industries acknowledged the role of federal procurement to achieve climate mitigation goals and emphasized on taking bold actions to transform federal procurement for securing a transition to clean, zero-emission technologies (White House 2021). Undertaking such reform of procurement regulation in India will go a long way in meeting climate change targets announced by the government during Glasgow Climate Summit.
The domestic market for goods, works, and services has been moving upward since economic liberalization in the early 1990s. There is a consensus that the urbanization of the Indian population, both in size and income level, will be the key driver for exceptional growth in consumption in India in the coming decades. India’s consumption market will be driven and shaped by its 440 million millennials (those who reached adulthood around 2000) and 390 million Gen-Z (born after 2000). For example, penetration of air conditioners was only 4% in the Indian market in 2019 as compared to a global average of 30% in the same year (IBEF 2019). Therefore, many manufacturing value chains do not have to look for export markets to grow in such sectors as they are close to vibrant domestic markets. Dhawan and Sengupta (2020) have narrated that the availability of resources such as iron ore, bauxite, high solar insolation, and cotton, coupled with the availability of low-cost labor, is a boon to manufacturing sectors such as primary metals, textiles and apparel, renewable energy, and chemical products. Buoyed by domestic consumption and strong potential to operate in the international market, Sankhe et al. (2020) have identified 11 manufacturing value chains poised for growth and thus provide long-term employment and skill pathways for millions. The governments, both at the Center and States, are in a pivotal position to shape the future of manufacturing in India by sending consistent demands for sustainable products and services. Demanding sustainable products and services by institutional purchasers will also influence millennials and Gen-Z’s private purchasing in the domestic market.
The Union Public Service Commission, a statutory body under the Constitution of India, appoints public procurement professionals in India at the central level in different ministries through the Indian Engineering Services Examination. After induction into services, they are trained and groomed in different purchasing disciplines by their respective ministry. Similarly, state governments also induct graduate engineers for meeting their human resources needs for managing procurement functions. Despite a well-defined channel for inducting professionals, it is not uncommon to find persons managing high-value procurement without formal training in procurement functions. This is especially true for high value procurement, where career bureaucrats instead of procurement professionals make purchasing decisions. There is also a lack of regular training avenues or certifications for these professionals as they move up the ladder and handle higher procurement responsibilities, as governments do not mandate it. Therefore, one can say that India has well-trained procurement professionals for managing conventional procurement. However, their training is not enough to identify sustainability opportunities at different stages of the procurement cycle and maximize sustainability benefits through their procurement decisions.
Another strength discussed in Chapter 4 is the checks and balances to ensure contracting authorities follow the due process in procurement decisions. Indian Constitution provides for Judicial review of decisions taken by contracting authorities during the tender award process. The vendors have the opportunity to register their grievances through the Centralized Public Grievance Redress and Monitoring System (CPGRAMS) available on Central Public Procurement Portal (CPPP). Besides, any individual or contractor with a legitimate interest can also approach the High Court to challenge the lawfulness of a decision taken by a contracting authority in exercising a public function. The provision of an independent review by the judiciary is an important safeguard available to a tenderer when a contracting authority has not followed the proper tendering process or has wrongly rejected its bid. It imposes obligations on contracting authorities to ensure that their decisions are not discriminatory, irrational, unreasonable, or vitiated by bias, arbitrariness, unfairness, and illegality.
6.2.2 Weaknesses
Chapter 5 deliberated on the current status of drivers for implementation of sustainable procurement and the discussion revealed gaps in current legislative and institutional framework for sustainable procurement. These gaps were flagged as weaknesses during the SWOT analysis (Fig. 6.1). The biggest worry is that no focused attempt has been made over the past years to remove these weaknesses to accelerate sustainable procurement implementation. The attempt to tweak procurement guidelines for enabling procurement of sustainable products/works/services was too mild to make any difference and had a very limited impact on actualization of sustainable procurement in practices as seen in the previous chapters.
Until the government comes up with a comprehensive policy on SPP, the contracting authorities in ministries/departments will remain in a dilemma over whether and how to use these provisions in their practices. The only notable development at the policy front during the last decade has been the Constitution of the Task Force on SPP; it is ideally suited to work towards removing weaknesses identified during the SWOT analysis. This shows government’s intention, but it needs to be translated into concrete actions. Indeed, the Task Force on SPP has done some excellent works for which it deserves due credit. One of them is to demystify sustainability in the context of public procurement by clearly stating the objectives of SPP implementation in India (Box 6.1). It broadly captures the essence of what sustainable procurement could mean to different actors in India. Once the Government of India accepts the recommendation of the Task Force, it will help remove many misgivings in the mind of procurers concerning sustainability. However, it will have no impact on procurement by States, CPSUs, and Municipalities unless these provisions are mandated through a central SPP legislation or States, CPSUs, and Municipalities adopt them on their own.
Box 6.1: Objectives of SPP Policy in India (MoF 2018b)
Objectives of SPP Policy in India
Better Environment—Promoting reuse and recycling of assets, reduction in GHG emission, elimination of hazardous chemicals, and reduction of waste.
Better Economy—Emphasizing greater efficiency in the use of resources like water, energy, fuel, etc., and incorporating Value for Money or Life Cycle Technique.
Socially Responsible—Supporting the participation of Micro, Small, and Medium Enterprises (MSMEs) and Startups, Compliance with laws related to labor, safety, occupation, health, etc.
Promoting Innovation—Indirect objective to be achieved by leveraging SPP.

Some sectoral policies were also announced/modified during these years that could be leveraged to influence purchasing decisions. However, since they are not principally aimed at facilitating SPP implementation, it is not easy to establish interlinkages of these policies with public procurement, thus limiting their uses. Also, in the absence of expressed intention to use them in purchasing decisions, there is a possibility of arbitrary use of these provisions by contracting authorities. As a result, only a forward-thinking contracting authority can use these provisions to enhance sustainability benefits through procurement. Therefore, these policies, at best, are more relevant to researchers as good-to-know information than to contracting authorities undertaking purchasing decisions.
Surprisingly, in March 2020, a Member of Parliament (MP) of the Lok Sabha raised a question in Parliament—whether the Task Force has drafted the Sustainable Procurement Action Plan and the reasons for a delay in drafting this plan (MoF 2020)? In a written reply submitted to the Lok Sabha, the Minister of State for Finance submitted—“Preparation of Action Plan is a complex process, requiring balancing the interest of all stakeholders.” This is the first time that a political leader in India has shown interest in sustainable procurement. He also enquired about—“measures taken by the government to address the concerns of economic, environmental, and human rights in the public procurement policy.” It is encouraging to hear such inquiries from an Indian parliamentarian as the very purpose of “Question Hour” in Indian democracy is to highlight the matters of national public importance and solicit information from the executive. However, since this question was an “Unstarred Question,”1 an opportunity to inform and raise awareness of other parliamentarians about the significance of sustainable procurement for India was lost as “Unstarred Question” does not warrant oral reply by the minister in-charge and follow up questions and discussions from parliamentarians.
Another vital issue, which has seen no progress, is the effort to revive the EcoMark scheme in India. As discussed, ecolabel and voluntary sustainability standards are excellent tools for third-party verification of sustainability criteria. Their presence in a country is critical to speed up uptake of SPP implementation. However, attempts to search for information on products with “EcoMark” scheme yielded no result on the Bureau of Indian Standards (BIS) website. However, as per the information shared with the Task Force by the representative of BIS, there are 292 Indian Standard (IS) for which EcoMark criteria have been developed. However, for many standards, there is no license. The representative further informed that there are 14 standards for which an EcoMark license has been issued to 52 manufacturers (MoF 2018a). However, a thorough investigation revealed that no manufacturer had a valid license as of 20.04.2018; the validity of their license had expired. The situation explains the enormity of challenges for reviving the Indian EcoMark label.
In view of the poor uptake of Indian EcoMark, a national ecolabel, the market has adopted the GreenPro label developed by CII-IGBC,2 especially in Green Building projects. The leading players, both from private and government, have already begun specifying GreenPro ecolabel as a criterion in their tender requirements. Some notable public agencies using GreenPro in their purchasing decisions include Public Works Departments (PWD) of Rajasthan and West Bengal, New Kolkata Development Authority, Delhi Metro Rail Corporation (DMRC), Chennai Metro, and Hooghly Cochin Shipyard. Leading private organizations like L&T Construction, Mahindra Lifespaces, and Godrej Properties also specify GreenPro as a requirement in their tenders. CII-IGBC has also developed an online directory of manufacturers to facilitate selection and continuous engagement with manufacturers and end-users (GreenPro 2019). This shift in the market for GreenPro label appears very promising for India as CII-IGBC has put in place a system that has matured enough to scale it up to include other products under its umbrella. Considering the success of the GreenPro, it would be immature if governments at different levels do not see the writing on the wall and formalize the existing arrangement by notifying the use of the GreenPro label for public buying in India.
The lack of skills and knowledge of procurement professionals to fully comprehend sustainability risks of products and their supply chain and take decisions to mitigate those risks present at different stages of the procurement cycle remains a challenge. Different ministries under the Government of India have different codes and manuals, practices, levels of expertise, and professionalization of procurement functions. It leads to bidders facing challenges in navigating through the procurement process of different ministries. The number of purchasers engaged in public procurement activities adds another dimension to this challenge. According to an estimate,3 the number of persons associated with public procurement in India is more than 7 million. Considering the numbers of procurers, there is a need to do rethinking on conventional training delivery mechanisms. The government would need to decentralize the capacity building program and develop a mechanism for giving online training and certification for progressively taking higher responsibility in purchasing decisions.
Further, SPP implementation cannot happen without addressing challenges on the supply-side. The most important consideration for the contracting authority is whether there would be enough competition in the market for the products/works/services tendered? In the absence of adequate competition, it is challenging for a contracting authority to justify the rate quoted by the lowest bidder, thus delaying the procurement process. The supply-side constraints for implementing SPP in India have not been studied in great detail. For example, EMR (2020) has estimated that the size of the Organic Food Market in India was USD 850 million in 2019 and is expected to reach about USD 2.6 billion by 2025. However, consumption of organic foods constitutes less than 1% of the total food market in India in 2018 (BS 2018), catering only to the upmarket segments. If public agencies such as Defense, Railways, hospitals, etc., start demanding organic food for meeting their needs, it would require a massive increase in the size of acreage for organic farming in India. Therefore, it is paramount to thoroughly ascertain the capacity of suppliers to meet the demands of public agencies for sustainable products/works/services during market research before including them in the list of prioritized products. The only way to tackle the capacity constraint of the market and resulting competition issue is by spelling out a clear pathway for SPP implementation in advance. This will provide adequate time for vendors to work out their investment decisions to ramp up manufacturing facilities, if any, for catering to the future green market.
In this aspect, though we are talking about weaknesses here, it is important to note a positive development—the GreenPro label. As discussed above, the label has rapidly evolved and is making good progress in addressing the construction industry’s challenges in identifying and using the right products, materials, and technologies for the construction of green buildings. The success of the GreenPro label in the market suggests that the supply-side will respond positively to demands of the public sector for sustainable products, works, and services. Some domestic manufacturers have started leveraging the GreenPro label of their products to enter the export market as the label is a member of the Global Ecolabelling Network (GEN).4 This is an excellent case to highlight that the rollout of SPP in India provides an excellent opportunity for the government to boost sustainable manufacturing practices in the country and increase its share in the global market for sustainable products/works/services. It can provide a testing ground for manufacturers to improve the environmental performance of products, thus ensuring compliance to robust global standards and conformity assessment framework, which may become mandatory in the not-so-distant future. The Government of India needs to seize this opportunity and encourage CII-IGBC to increase coverage of the GreenPro label for everyday items being procured by governments at different levels. Further, these items must be made available on GeM platform so that public buyers can easily navigate through available filters and select the ones that meet their sustainability objectives.
6.2.3 Opportunities
The previous chapters have deliberated extensively on the rationale for adopting the SPP policy by countries, including India. The adoption of SPP as a separate SDG by member countries speaks volumes about the strength of SPP as a credible instrument in achieving sustainable growth. As discussed in Chapter 3, the methodology for measuring progress on SDG Indicator 12.7.1 for SPP has now been reclassified as Tier-II and countries have started reporting progress on SPP policies and practices (UNEP 2022). It further demonstrates the progress on monitoring SPP implementation and urgency of the world community to fast-track SPP implementation in countries around the globe. However, less than one-third of the countries reporting to the first call on Indicator 12.7.1 during 2020–2021 demonstrates that many countries are yet to arrive at their rationale for adopting SPP policy, and India is no different.
So far as the potential of SPP policy to transform the market is concerned, there are plenty of examples from around the world. The economic, social, and environmental impact of procurement and distribution of LEDs by EESL was discussed in Chapter 2. The potential impacts of purchasing high-efficiency air conditioners were also discussed. These are just the tip of the proverbial iceberg considering the government’s expenditure on public procurement in India.
However, measuring and communicating the benefits of SPP implementation remains a challenge around the world. As discussed earlier, the world community is already seized of this issue and fully acknowledges the need to measure environmental and social outcomes of procurement decisions. The benefits of purchasing energy-efficient goods that lead to electricity saving and GHG reduction are the easiest to quantify and communicate to the stakeholders. However, benefits such as reducing pollution levels, waste generation, number of employment opportunities created, etc., are challenging to measure and communicate. Researchers and practitioners are constantly working on finding ways to address this issue. Everyone broadly recognizes that sustainable procurement is the right path to take if we want to make meaningful changes in people’s lives and that of future generations. Therefore, not taking actions just because there is difficulty in measuring SPP’s impacts is not likely to be appreciated by future generations.
6.2.4 Threats
In addition to the challenges mentioned before, additional threats from the external environment need to be taken care of while adopting SPP. It is not uncommon to find companies making tall green claims in advertising, which in reality are not entirely in conformity to sustainable practices. No one denies that instances of greenwashing exist. There is an urgent need to take appropriate actions for safeguarding the interest of both public and private consumers to ensure that their faith in “green” products remains intact. It has already been discussed how terms like “sustainability” or “environment friendly” could mean different things to different people. The best way to clearly and succinctly convey information about the production, material used, packaging, etc., is through labeling. The European Union has adopted the Environmental Product Declaration (EPD) scheme for communicating the product’s life cycle impacts to consumers. They aim to stimulate the supply-side by improving access to high-quality LCA data and demand-sides by strengthening the link between public procurement and EPDs (EC 2002). Further, governments can bring regulations to prevent unsubstantiated sustainability claims made by companies in their marketing and advertisements campaigns. The Food Safety and Standard Authority of India (FSSAI) has already notified regulation on labeling requirements of pre-packaged foods and display of essential information, which has come into effect from 01.01.2022 (FSSAI 2020). Consumer education on labeling and voluntary sustainability standards would go a long way in preventing cases of greenwashing by companies.
Another fear is that SPP implementation would lead to an increase in imports. This can easily be handled by doing a comprehensive Market Readiness Study. This study shall consider the domestic manufacturing capacity of products in question vis-à-vis the import of products in the country. Once the primary data is available, leadership (based on the country’s trade policy) has to consider whether to include a particular product under the prioritized list of products for SPP implementation. Similarly, concerns regarding the increase of cost in the short term need to be weighed with benefits to the environment and society in the long term. In any country, it takes time for citizens to realize that investing money for safeguarding the planet and people is the best insurance for future generations.
The same is valid for contracting authorities. Efficiency in procurement cannot be achieved without fulfilling broader objectives of government or businesses. For example, suppose the broader objective of a country is to mitigate climate change. In that case, organizations in that country cannot claim to have achieved efficiency in procurement if they buy electricity from non-renewable sources. It basically means that procurement policy cannot be in conflict with broader national policies such as climate change. Many examples show that focusing solely on the principle of economy without considering other principles indisputably has negative consequences on the quality of services rendered to citizens.
SPP policy and practices in India are currently at a delicate starting point. It can either turn into a great opportunity—even a game-changer—or just another non-starter. Much would depend on whether leadership fully comprehends its potential benefits and endorses it as a policy priority. In practical terms, it would mean having a comprehensive SPP policy and action plan, sound commitments, and an actionable roadmap. The SWOT analysis presented above lays bare challenges and opportunities for SPP implementation. The steps taken so far are very clearly not enough to unleash the full degree of multiplier benefits that a more ambitious SPP policy could provide to India. What needs to be done for successful SPP implementation in India is quite apparent. What is essentially required is a rock-solid will and unwavering commitment.
6.3 Strategy for Implementing SPP in India
The strategic role of public procurement as a lever for sustainable development is much more manifested now than ever before. It is bound to attract increased attention of stakeholders in future as we develop a better understanding of the science relating to the impact of an organization’s purchases on environment and society and transparency related to environmental and social implications. Transparency here conveys the broad context of communication between contracting authorities and their contractors on obtaining value for money that leads to the most economically, socially, and environmentally efficient spending of public money. This can be done by identifying opportunities at different stages of the procurement cycle and integrating sustainability concerns at respective stages to deliver on these identified opportunities. By adopting a strategic approach to procurement, the government can ensure that limited resources are aligned to initiatives most likely to generate the greatest return on investment—in this case, delivering value for money and reducing sustainability impacts or risks.
Implementing SPP in a country like India is indeed a staggering task for policymakers, especially when one considers the size of procurement, decentralization of procurement functions, lacks of tools, and diversity in procurement procedures. Therefore, a policymaker tasked with developing and implementing SPP in India must recognize the country’s unique national context. It does not necessarily mean reinventing the wheel but ensuring that challenges unique to the country find expression in India’s strategic choices. The bottom line is that the chosen strategy must promote value for money in purchasing decisions, be aligned with national strategic objectives, and contribute to sustainable economic development. What gives a unique characteristic to any country’s strategy is its alignment with national strategic objectives; it is improbable for these to be the same for two different countries, whereas the tools deployed for achieving strategic objectives are likely to be identical worldwide. For example, unlike other European countries, Germany does not have a national action plan on sustainable procurement for its federally organized procurement system. However, they use ecolabel Blue Angel, information tools such as Sustainability Compass, etc., for implementing SPP through various sectoral strategies.
At a high level, the strategy’s focus should be to build on and strengthen existing policies, identify institutional needs, and provide incentive structures for early adoption and progression. It is crucial to revisit procurement policy so that sustainability, just like quality and economic cost, is embedded into routine operations and procurement decision-making. At the operational level, it would require contracting authorities to articulate national and organizational priorities in their organization’s policies and strategies to ensure that the procurement of goods, works, and services addresses both their internal policy aims and supports broader national ambitions. The policy related to strategic public procurement can be institutionalized through action plans or anchored in the legal framework or simply be established as a practice without a clear framework.
The degree of institutionalization has important implications for the uptake of any policy. The current approach in India closely resembles the last one (practice without a clear framework), and it explains why India is lagging in SPP implementation. On the other hand, a comprehensive action plan signals political commitment, introduces means and measures to achieve the stated goals, and serves as a basis for targeted actions. An action plan further takes key messages of organizational leadership to the operational team involved in the actual buying process on a daily basis and establishes a communication channel between strategic and operational teams.
Based on the result of SWOT analysis for implementing SPP in India, international best practices, and most notably, India’s national context, the following sections discuss various options/approaches that the Government of India can adopt for embedding sustainability in procurement decisions in India.
6.3.1 Decentralized Approach for SPP Implementation
India is diverse in terms of geography, natural resources, level of industrialization, social indices, type of governance systems, and awareness of sustainability. Therefore, any strategy for implementing SPP in India at the pan-India level would not succeed unless it considers diversity. As discussed earlier, various activities concerning sustainable procurement like advocacy and awareness programs through conferences/workshops have progressed in India for almost a decade. At least three serious attempts at the national level have been made in the last decade for adopting SPP policy. While MoEFCC anchored two initiatives, the third initiative, which is currently ongoing, is led by the Ministry of Finance. Notwithstanding a sluggish progress on policy front, different organizations have embedded certain aspects of sustainability in practices and have contributed to discourse and development of sustainable procurement policy in India. In many ways, their attempt to create awareness through regular workshops and conferences has contributed vastly to the current level of development of SPP policy in India.
However, there is no evidence to support the view that progress made during the last decade in areas of policy development and practices at the national level has trickled down to the sub-national levels. Nor is there any update on the progress of SPP in CPSUs5 even though their combined purchasing power is more than all central ministries put together (Sharma and Thomas 2021). All discussions, debates, and discourses related to SPP to date have focused only on central ministries of the Government of India. This one-track focus at the central level apparently assumes that once the SPP benefits are demonstrated at the central level, it will percolate down to the sub-national levels. However, this assumption fails to acknowledge that public procurement falls in the Concurrent List under the Constitution of India, and without any legislation on public procurement, administrative rules and guidelines notified by the Center don’t have jurisdiction over States and Municipalities. Secondly, public procurement is a concurrent topic and there cannot be one policy for a whole nation. More so because every State would have their own perspectives on environmental and social issues. Thirdly, some progressive States have gone ahead and enacted legislation to regulate public procurement, notwithstanding the central government’s fascination with executive rules and guidelines to regulate procurement functions. Fourthly, some States, Municipalities, and CPSUs have demonstrated agility and dynamic leadership in many other areas and are receptive to new ideas. For example, Mumbai is the first city in India to adopt a climate action plan with the aim to become net zero by 2050, 20 years ahead of Government of India’s target to achieve the same (BMC 2022). The action plan, among other things, calls for using procurement to reduce environmental impacts through managing construction and demolition waste, recycling a certain percentage, using technologies that use less materials, and reducing embodied emission. Fifthly, the annual budget of some municipal corporations is more than many states put together, and that of CPSUs are more than many central ministries. A few municipalities in India have more population than many countries in the world. Thus, they could be a testing ground to demonstrate the benefits of SPP policy at a micro-level that would later be replicated in other States and Municipalities. Finally, by putting all its eggs in the same basket, i.e., concentrating only at central-level regulations, India has missed the potential opportunities for integrating sustainability in purchasing decisions at sub-national levels.
It is quite evident by now that the current approach of reliance only on the central government for scaling up SPP in India has not worked so far. Therefore, there is a need to adopt a new approach that reflects the nature of the decentralized governance framework of the country and recognizes the volume of public expenditure at a different level of governance. The apparent shortcomings of the current approach have lessons for advocates, NGOs, multilateral organizations, and other stakeholders too. They need to engage with the leadership of States, Municipal corporations, and CPSUs, which have shown leadership in taking forward sustainability agenda in the past. Such States, Municipal corporations, and CPSUs can be identified based on a predetermined matrix. It will be a colossal waste of time and opportunity if States and Municipalities have to wait for another decade for the demonstration effect of SPP to happen and transcend to sub-national levels. Therefore, future implementation approaches should engage simultaneously with Center, States, and Municipalities in a decentralized manner. It will help them unleash the power of procurement in a coordinated manner to scale up SPP implementation in the country.
India is too large and diverse country to replicate a model that has worked elsewhere. Unlike many countries, India does not have a central purchasing authority responsible for procuring goods for different ministries and departments at the national level, which provides an easy entry point and lever for experimenting with any procurement policy. The USA and the EU are closest to India in the governance structure. For example, the Environment Protection Agency is responsible for framing SPP policy at the federal level in the USA. However, it applies to procurement by public agencies only at the federal level, and various States have their own SPP policy. Similarly, in Europe, the European Commission is the custodian of legislation on public procurement, framing of GPP criteria for prioritized product groups, training, networking, etc., but the implementation of policy into actual practices is the responsibility of the Member States. This decentralized model has successfully transformed SPP policy into actual practices in European countries and many progressive States in the USA.
In a similar fashion, the Government of India could assume the role played by the European Commission and leave the implementation to state governments, thus translating national directives and broader SPP policy goals into practical user-oriented guidelines aligned with respective State’s priorities. States, while drafting their action plan/guidelines, need to be careful that there is no contradiction between existing national rules and their own rules and endeavor to put together all relevant provisions in a single text rather than providing cross references to other documents/rules. Within this decentralized framework, while the central government formulates broad policy approaches for SPP implementation, policies are implemented through the State and local authorities in their respective jurisdictions. Building sustainably into State’s and Municipal Corporation’s procurement policy will provide a sense of ownership to their leadership and also give their contracting authorities more flexibility, empowering them to innovate and deliver more sustainable outcomes. In fact, municipalities have been leading players in European countries in green procurement, and many of them are always ahead on the SPP maturity curve as compared to their national counterparts. A similar trend can be noticed in some other parts of the world as well. ICLEI has established Procura+ Africa Sustainable Procurement Network to support local governments in Africa by connecting them with a strong global community of local governments implementing SPP (UNEP 2020). Recently, Cape Town and Tshwane in South Africa embraced sustainable procurement to become a more livable, resilient, and inclusive city.
In this decentralized model, federal government takes additional responsibilities to facilitate uptake of SPP across the country by raising awareness, developing product criteria, professionalization of procurement function, organizing networking events at a national level, instituting awards for the best performing procurement professionals, creating tools for SPP, developing SPP Index for benchmarking States’ progress, etc. A great strategy to ensure that SPP policy is internalized into organizations’ internal rules and procedures is to mandate different ministries to set SPP implementation as part of their long-term strategic objectives. This will oblige departments, CPSEs, and other sub-units under these ministries to include SPP principles in their internal directives, thus ensuring effective implementation. Such a decentralized model for SPP implementation has the potential to trigger a healthy competition among States to take measures for effective implementation of SPP at the ground level and fast-tracking SPP implementation at a pan-India level.
6.3.2 Science-Based Data-Driven SPP Strategy
Agrawal and Somanathan (2005) have argued that availability of up-to-date, relevant data, subject matter knowledge, and appropriate analytical tools are vital for making a good policy. The lack of reliable and comparative data remains a significant hurdle for comprehending the environmental, social, and economic impacts of strategic use of public procurement. The basic premise of SPP begins with understanding the size of procurement expenditure on goods, works, and services and their impacts on the environment and society. The presence of incorrect and vague data restricts the direct use of spend analysis in ascertaining risks and opportunities along the procurement process. Aggregate data on procurement volume is, of course, important, but it is the granularity around procurement data that has a significant bearing on assessing life cycle impacts, setting science-based targets, formulating procurement strategy, and taking corrective measures for mitigating them. An overarching, holistic, and science-based target endorsed by the political and organizational leadership is key for contracting authorities to begin conversations about impacts and reduction options within the procurement team and outside with vendors. It is also required for measuring progress and articulating the economic and other benefits of SPP implementation.
Routine procurement processes at various levels of governments/organizations generate tons of data, most of which are not captured and converted into useful information. The primary reason is that capturing and converting procurement data into information manually or via legacy systems is time-consuming and, worse still, categorized as “least important work” and generally delegated to the statistical section. Moreover, in some ministries or CPSUs, procurement data may exist in a non-standardized format in siloed programs used by individual departments with no access to other stakeholders. As a result, even the Ministry of Finance, Government of India, does not have a definite idea of the volume and nature of procurement at Central, State, and Municipal levels. Moreover, the procurers across multiple ministries/departments are not at all aware of relevant data being generated by one another. The Central Public Procurement Portal (CPPP) has attempted to capture data on procurement expenditure above certain threshold at the national level. However, no one has any clue about procurement expenditure by States, Municipal Corporations, CPSUs, and different projects and programs run by various ministries. World Bank (2022) has observed that only about 50% of estimated procurement volume is captured by CPPP in India. With CPPP solidly in place, Government of India should look towards cloud-based technologies to harmonize reporting format, aggregate procurement data of all organizations, and enable access to procurement data to the general public and civil societies.
Easy availability and fast access to data are critical to capitalizing on it in the digital age. One of the important goals of adopting the SPP policy is to shift the market towards sustainable production, which requires considerable financial investment. Businesses cannot be expected to make investment decisions without the granularity of data around procurement expenditure. Therefore, policymakers must ensure that e-procurement systems of different organizations, in collaboration with CPPP, generate high-quality data and share it with businesses to facilitate investment decisions. As the ecosystem for capturing procurement data across ministries and organizations evolves and becomes more accessible and interoperable, it opens up enormous opportunities for practitioners to learn, share, grow, and evolve themselves. The availability of open data also provides an opportunity for policymakers to develop purpose-driven policy using emerging technologies such as big data and analytics. In addition, it will go a long way in ensuring transparency in procurement decisions and enhancing citizens’ trust in public bodies.
Moreover, without evidence-based decision-making, one cannot assure political leadership and taxpayers that SPP delivers the best sustainability outcome at an acceptable cost. The lack of granularity around procurement data also exacerbates the tendency to measure the success of SPP implementation based on total procurement expenditure and process indicators. For example, purchase of recycled paper and renewable energy are the same for the process indicator, yet sustainability benefits could be significantly different in both cases. Therefore, there is a need to improve the collection, standardization, and comprehensiveness of procurement data and its publication on a regular basis.
The absence of data also hinders the presence of a performance management framework for SPP in the country, which would allow for a data-driven and evidence-based monitoring of SPP benefits. It hampers the ability of policymakers to base their decision to support strategic policymaking and communication on sustainable procurement benefits on sound evidence. For example, even though SPP is integrated with a country’s climate change goals, the lack of data and evidence would prevent a robust assessment of SPP’s contribution to climate change mitigation. In developing countries, it hampers the ability of policymakers to get political buy-in on SPP. It is also important to evaluate the cost–benefit periodically to fine-tune the existing policy. For example, does Micro and Small Enterprises (MSEs) Order 2012 benefit the sector? If yes, does the creation of more jobs by MSEs over Medium and Large Enterprises commensurate with the higher price paid? It would be worth trying to exploit existing e-procurement systems at various levels to monitor SPP progress and its contribution towards meeting various strategic goals.
Organizations can also begin to collect supplier data to explore opportunities to improve their sustainability performance. Currently, contracting authorities are content with only a few details of vendors such as an address, banking details, etc. It invariably does not contain any information related to the sustainability performance of vendors, such as their sustainability policy, practices, accreditations, etc. Capturing those data would prove critical in assessing the best way forward and demonstrating the improved performance to stakeholders. In a nutshell, there are multiple benefits of adopting evidence-based data-driven strategy and no meaningful progress on sustainable procurement implementation is possible without them.
6.3.3 Collaboration—The Key Mantra for Success
The scale, scope, and complexity of SPP implementation in India mean that no one actor of the economy—government, business, civil society, or academia—can manage the transformation alone. Even the decentralized model advocated above will not achieve optimum sustainability outcomes without collaboration among the three layers of governance at a broader policy level. Therefore, Center, States, and Municipal Corporations need to adopt resonating strategies to send cohesive signals to market operators for transitioning to a sustainable production process. It is only by sharing information, resources, activities, and leveraging each other’s capabilities that India can fast-track SPP policy implementation and catch up with the industrialized countries on this front.
The very nature of SPP policy demands robust and effective collaboration at vertical and horizontal levels of governance. One needs to appreciate that SPP policy is a part of a broader sustainable consumption and production program, and it could be transformative only in combination with other policies. Collaboration at horizontal level is essential because technical capacity to develop sustainability criteria, ability to regulate manufacturers and decide industrial policy, and mandate for implementing public procurement lie with different ministries. For example, though the Ministry of Finance (MoF) leads SPP policy, the Ministry of Environment Forest and Climate Change (MoEFCC) holds the key for crystallization and informing the national perspective on SCP and implementing SCP in key priority areas. Further, MoEFCC is the custodian of various rules notified under the Environment (Protection) Act, 1986, that are essential to be integrated into procurement policy if they are to be effectively implemented. Also, MoEFCC is responsible for ecolabeling and thus needs to take the lead on reviving Indian EcoMark in close coordination with other stakeholders. With so much at stake, MoEFCC cannot take a dispassionate attitude of a bystander and instead must be center stage, bringing all relevant stakeholders together and driving the SCP program in India. In a nutshell, it is impossible to imagine India implementing SPP policy without a formalized inter-ministerial collaboration on SPP beyond actions taken by MoF’s role as facilitators for contracting entities in organizing their procurement expediently and efficiently.
Effective collaboration is also needed to influence market operators. The ability of contracting authority to influence market operators to produce and supply sustainable products and services hinges on the size of the procurement contract. Smaller municipalities typically have a small purchasing power to influence market operators. They can overcome this situation by forming a collaboration, aggregating their demands with a view of obtaining economies of scale, including lower prices and transaction costs, and undertaking joint procurement to get a good response from market operators. Many countries have used framework agreement﻿s6 to their advantage as it allows the inclusion of sustainable considerations to a large number of products in a single contract, thus giving benefits of economies of scale. The European Commission has piloted Big Buyers Initiative7 to promote collaboration among big public buyers in Europe on strategic public procurement to help drive the market for innovative sustainable products and services. The current mandate to GeM in GFR also needs to be revisited and permit GeM to finalize framework agreements for prioritized products and services categories. This would enable shared procurement approaches, criteria, and messages by Ministries, States, and Municipalities to the market to drive strategic change and transform their manufacturing and operation to a more sustainable production path. Furthermore, highly qualified procurement specialists would be able to handle the incorporation of superior sustainability criteria into tender decisions centrally, resulting in better procurement outcomes.
Maintaining a sound and sustainable relationship with vendors is crucial for reducing environmental impacts and improving social conditions throughout the supply chain. Though the degree of closeness between procurers and vendors for optimum procurement outcome has been an area of research and debate for a long time, the balance in recent times has tilted in favor of a closer relationship. Both contracting authorities and their vendors need to develop a better understanding of how to transparently establish a long-term dialogue-based relationship to find practical and innovative solutions. The engagement with suppliers is also needed to obtain evidence of the suppliers’ approach to sustainability, third-party certifications, policies, and procedures that demonstrate their commitment to sustainability. Pre-bid conferences with vendors could be successfully used to test solutions and revise product specifications based on their feedback. Hintz (2021) has given details on how to engage with market players beyond the tendering phase to develop relationships with the market during pre-tendering and post-tendering phases. While interacting with market operators, contracting authorities need to keep in mind that due diligence exercise should be proportional to the size and importance of the vendors and the influence and strength of their market position.
Collaboration among internal stakeholders is equally important. Conversations with cross-functional stakeholders allow figuring out the correct specification and scope of work to balance sustainability performance with the technical and commercial requirements in a way that achieves optimum sustainability outcomes. It is good practice to consider and involve other stakeholders who may not be directly part of the procurement process while identifying opportunities to influence sustainability outcomes through procurement decisions. For example, stakeholders dealing with product design, operations/facilities, etc., may have valuable insights on product specifications, which can influence procurement decisions. The whole collaborative efforts to develop criteria must also be supported by organizational leadership and integrated into the work process. This collaboration should expand beyond the usual life cycle of the procurement process to include NGOs and other stakeholders outside the organization to build better feedback loops regarding the success of projects in terms of their sustainability outcomes, besides execution on schedule. The objective is to have broad-based consultation with all stakeholders without making the process complex and progress tardy.
Finally, collaboration across ministries and at the different levels of governance is especially required in the Indian scenario when different ministries have issued different guidelines on public procurement, and sectoral rules and guidelines need to articulate the use of public procurement for achieving sectoral objectives. As the ministry boundary has become blurred (especially on procurement matters), their interdependence has become more pronounced, highlighting the need to find common ground and strategy for SPP implementation. Different ministries need to be open-minded about working together on SPP and not be reticent to collaborate in novel ways that are good for achieving national developmental objectives. Bringing together a diverse set of ideas, experiences, and skills from people with various backgrounds and affiliations will help deliver practical and tested solutions. Only through effective collaboration can the government ensure that outcomes and impacts are delivered.
6.3.4 Professionalization of Procurement Functions
While the development of SPP policy and action plan is a strategic decision concerning political leaders and policymakers, the professionalization of procurement functions concerns the people working at an operational level. The success of SPP policy and action plan hinges on how well a procurement professional can implement them in actual practices. One needs to remember that SPP policy and action plan is more or less a one-time exercise; of course, one needs to go back to the drawing board based on the plan’s impact or to integrate the latest knowledge or technology. On the other hand, implementation of the plan is a continuous exercise undertaken by thousands of practitioners on a routine basis. Mohamad et al. (2019) have emphasized the role of the public procurement professionals in the implementation of sustainable practices and the importance of the degree of their professionalism. If these practitioners are not enabled, it is implausible that any substantial progress will be made beyond the mandated rules/laws. This is especially true because strategic public procurement requires a broader use of flexible practices, knowledge of markets, and innovative tools. Global experiences of implementing SPP show that uptake of SPP in a country directly corresponds with the level of training and skill sets of procurers and availability of the right tools that allow the anchoring of sustainability in practice, such as LCC calculation tools or tools for conducting risk assessments.
In the absence of a comprehensive strategy to train, develop skills, and nurture talent across the public procurement landscape, the country’s efforts to make SPP progress will be limited to mandatory products categories for which product criteria exist. Without imparting requisite training to procurement professionals for embedding sustainability criteria not just at the technical specification stage but all stages of the procurement cycle, the potential benefits of sustainable procurement cannot be achieved. Bandiera et al. (2009) found that professionalization and incentives are more relevant for delivering economic savings than preventing corruption in public purchasing. For example, an efficiency gain of 5% could yield a saving of approx. USD 30 billion (considering total expenditure as USD 600 billion) without compromising the quality of services offered to citizens in India. Thus, even from a purely economic point of view, there is a clear case for the professionalization of procurement functions.
The need for training becomes even more apparent when considering that each procurement case is unique and offers a varying degree of opportunity to enhance sustainability outcomes. For example, in the case of a long-term contract, circumstances change over the life of the contract; therefore, appropriate contractual clauses are the only safeguard against the possible non-sustainable performance of the supplier due to changed circumstances. Also, contract clauses with KPIs or incentives linked to improvement in the environmental and social performance of vendors/contractors provide an opportunity to improve vendor’s sustainability performance that results in broader benefits to both parties of contracts. Similarly, an organization’s commitment to sustainability gets reflected in the weighing assigned to sustainability in tender evaluation criteria. Depending on the desired outcome and present opportunity, the contracting authority needs to have flexibility in assigning weight for sustainability in evaluation criteria so that the vendor cannot win tender by offering a lesser sustainable option at a lower price. These outcomes cannot be obtained merely by using tender specification though it is the most critical tool in the toolbox to drive sustainability outcomes. This is precisely why procurement professionals need to be equipped with the right skill sets to critically analyze available opportunities to mitigate sustainability risks now and in the future. At the same time, public procurement professionals have the opportunity to expand their skill sets to embrace sustainability wholeheartedly; they will find the nature of their work evolve and become more strategic (Larson 2009). Others, feeling threatened by sustainability, will be left behind to perform the traditional, tactical work of purchasing.
EC (2017) has defined “professionalization” in the context of public procurement to mean that contracting authorities are empowered with the right tools, knowledge, and information to handle the tendering process and award contracts efficiently to achieve sustainability objectives while simultaneously contributing to the implementation of public procurement policy. The different EU Member States have adopted various approaches and initiatives to strengthen the capacity of procurers to make a professional judgment in each case (Fig. 6.2). France has defined a legal and human resources framework for the professionalization of public buyers. Germany has established a Competence Centre for Sustainable Public Procurement with the objective of “Translating sustainability into concrete administrative actions.” It focuses on sharing information on good practices, advising contracting authorities/entities on public procurement, and providing dedicated training, lectures, and events on Sustainable Public Procurement. In Romania, the Ministry of the Environment and Forestry and the National Institute for Administration collaborated and executed a project aimed at training and certifying procurers on how to include secondary considerations in the public procurement process. Similarly, other developed countries have also put together a policy architecture to support contracting authorities in enhancing the strategic use of public procurement. EC (2017) has documented several case studies in the report on the professionalization of public procurement that could guide others’ planning to begin this journey.[image: ]
Fig. 6.2Professionalization of procurement function



It was noted in an earlier chapter that countries, such as the UK and the Netherlands, which have professionalized public procurement—built knowledge exchange networks and developed tools for guiding procurers—have done much better on SPP implementation. In contrast, countries such as Slovenia, Hungary, Romania, Bulgaria, Greece, Latvia, and Estonia, with no professionalization plan in place, did not excel. Moreover, the procurers equipped with the right skills do not consider that sustainability in purchasing decisions necessarily leads to increased cost as they can simultaneously achieve economic savings with environmental and social benefits.
Coppola and Piga (2019) have argued that the lack of professional skills, motivation to minimize costs, and excessive emphasis on regulatory compliance hinder the simultaneous exercise of discretion and efficiency during the procurement process, resulting in sub-optimal procurement outcomes. Therefore, the key objective of professionalization must be to enhance professional skills, knowledge, and competency of the people engaged in procurement. It can be achieved by creating mandatory entry-level certification for public procurement functions and prescribing a lifelong training program to continue working in the procurement profession. Rajasthan Transparency in Public Procurement Act 2012 envisages minimum professional standards, training and certification for procurers (Govt. of Rajasthan 2012). The European Union has outlined the creation of defined career paths and incentives linked to training, skill, and the level of responsibility of the procurement personnel to achieve this objective.
One of the essential pillars of professionalization of procurement is a community of practitioners. Unfortunately, the decentralization of procurement function at Central, State, and Municipal levels has resulted in fragmentation of efforts, hampering building a community of public procurement practitioners in India. As a result, there is no major organization or platform in India as of the date that can claim to provide an opportunity for public procurement professionals to network, share knowledge, and learn from each other. Such a platform helps procurement professionals transcend bureaucratic silos and fragmented government structures and exchange practices in an informal manner. Such a community can also facilitate better understanding and collaboration between policymakers, procurement practitioners, and technical experts, working towards a shared goal.
6.3.5 Creating Enabling Framework for Sustainable Procurement
The importance of having a comprehensive SPP policy and National Action Plan on SPP has already been discussed in great detail in the earlier chapters. Understanding India’s existing socio-economic and environmental policy framework highlights the glaring gaps between existing policy and the desired SPP policy framework. Many of these gaps can be bridged by establishing cross-linkages between sectoral policies and procurement policy. In contrast, a few others would require tweaking of provisions of the General Financial Rules 2017. In their current form, GFR and Manuals8 do not exhort public authority to lead by example and act as enablers through their procurement response.
The GFR does not mention anywhere the strategic use of public procurement for achieving broader national objectives. It just makes a passing reference of “Value for Money” without any elucidation of how it is to be achieved in public procurement. Considering that GFR is the primary document on public finance in India, this omission is inexplicable. The three Manuals do mention “Value for Money,” but it is relegated to an annexure when it should have been the guiding principle to ensure economy, efficiency, and effectiveness of purchasing decisions. Rule 136 (i) of GFR 2017 makes a passing reference to life cycle costing in the context of the design of a project, but it does not elaborate whether it can be used as award criteria. Manual for Procurement of Goods, though, has made some enabling provisions to facilitate sustainable procurement. It shows that Manual’s provisions are not in sync with the latest GFR. All these gaps indicate that India has made some policy choices, but the signal is too feeble to give any direction to contracting authority on sustainable procurement. The GFR and the three Manuals need to be more forthright about obligations of contracting authorities to consider and act on opportunities to improve economic, social, and environmental well-being in the course of their procurement activity.
To indicate India’s serious commitment to the issue, the Indian Cabinet should mandate the Minister of Finance to develop a methodology for an environmentally and socially responsible approach to public procurement. The first step following this should be amendments to GFR to communicate a clear and succinct message to stakeholders concerning sustainable procurement. These amendments should aim to permit sustainability concerns at all stages of the procurement cycle to eliminate, minimize, and mitigate life cycle impacts of procurement decisions and promote resource efficiency and circular economy. It would be good to include the concept of sustainability, in its broader concept and its three dimensions, as a specific principle in public procurement. An important amendment required in the GFR 2017 relates to what constitutes “technical specification,” “technically qualified,” etc., and criteria for evaluation of a tender. The GFR can draw from the definition of “Value for Money” given in the annexure of the three Manuals to provide a more nuanced erudition on what constitutes “technical specification.” As per the definition given in the Manuals—the “Value for Money” means the effective, efficient, and economic use of resources, which may involve the evaluation of relevant costs and benefits, along with an assessment of risks, non-price attributes such as goods and/or services that contain recyclable content, are recyclable, minimize waste and greenhouse gas emissions, conserve energy and water, and minimize habitat destruction and environmental degradation, are non-toxic, etc. and/or life cycle costs, as appropriate. How can the best VfM be achieved without allowing such considerations to be taken in procurement decisions? One may argue that GFR is a high-level policy document and need not get into such details. Agreed, but government can come up with practitioner’s guidelines where it can provide interpretation of rules for better understanding by its users.
Therefore, Chapters 5, 6, 7, and 8 of the GFR 2017 need to be thoroughly amended to facilitate the use of sustainability concerns in rules on participation and procurement methods. It should not just permit the use of sustainability concerns but mandate contracting authority to apply sustainability criteria throughout the entire procurement process, from qualification requirements to technical specifications, award criteria, and contract performance clauses. Contracting authority should be encouraged to use recyclable content, recyclability of products, minimize waste and greenhouse gas emissions, energy and water consumption, and minimize habitat destruction and environmental degradation, wherever relevant in the procurement cycle. It could further mandate public authority to use appropriate clauses in contract conditions to safeguard health and safety, minimum wages, working hours, etc., in public procurement where there is a risk of violation. Considering this as a part of bigger procurement reform, these chapters can be separated out and be made General Procurement Rules—a substitute for PP Law. Over a time, it would be easier to migrate to PP Law.
The government further needs to amend GFR 2017 to permit evaluation of bids based on the lowest price/cost, including life cycle cost or Most Economically Advantageous Tender (MEAT). MEAT may include price, quality, environmental performance, competence, plans, and processes for tender above a certain threshold value. The contracting authority can decide the minimum qualifying score for technical proposal and the relative weightage for quality and cost. The contracting authority must be empowered to apply their professional judgment on using pre-declared non-price attributes to ascertain quality scores for evaluating bids. GFR should encourage setting the weighting of “environment” to up to 30% in award criteria. In any case, the weightage of the environment criterion in award criteria shall be high enough to impact relevant environmental objectives and not to be outmaneuvered by vendors offering a lower price. Rule 192 of GFR 2017 already allows relative weightage for quality and cost for consultancy service in the case of Quality & Cost Based Selection (QCBS). What is needed is to permit the scoring methodology in procuring products and infrastructure above a particular threshold value of the contract. Also, the GFR must permit the use of life cycle costing to determine the financial cost and consider all economic costs such as maintenance, spares, disposal, buyback, and the products’ upfront cost.
In a procurement context, life cycle analysis per se has relatively limited application, although the term is often used interchangeably with life cycle costing, the total cost of ownership, and whole-of-life cost. The government needs to demystify life cycle costing (LCC) by providing a standard methodology for calculating LCC, particularly expressing externalities in monetary terms. The use of LCC should be allowed, provided the contracting authority specifies how LCC would be calculated and evaluated, and how bidders can provide data for calculation with reasonable effort. The use of non-price attributes such as environmental externalities associated with products, works, and services should also be permitted, provided the calculation is based on science-based evidence and is verifiable. It also needs to strengthen the link between the budgetary process and SPP by spelling out incentives for contracting authority to generate savings over the lifetime of a product or service across organizations. Finally, considering the products or services’ real-life impacts and costs will help shape a procurement option that best meets the requirements and reduces sustainability risks. The option may include procuring a service rather than a product, hiring or leasing equipment, closed-loop systems, and end-of-life options.
Apart from the above, GFR and the three Manuals should be harmonized to facilitate the integration of sustainability concerns in the selection stage and contract terms and conditions. For example, the Manual for Procurement of Goods should allow contracting authority to request ecolabel or equivalent in tenders and use exclusion criteria to suppliers that have breached environmental and social law or failed to perform on sustainability-related factors in a contract following due process. These amendments in the GFR are required to facilitate contracting authority, reduce harmful environmental and social impacts, and promote climate-friendly solutions when conducting procurement.
Bringing these changes in the existing GFR and Manuals will be a mammoth exercise and may take considerable time. Instead, the government can take a more straightforward and bolder route and start on a clean slate by bringing a consolidated policy on SPP notwithstanding provisions in GFR and the three Manuals. A sample draft Sustainable Procurement Policy is given in Box 6.2, which can be discussed with stakeholders, amended, and agreed upon before its issue. Developing and communicating SPP policy in this way will provide a solid foundation for integrating sustainability in purchasing decisions in a prioritized and targeted way. Revisions in GFR and Manuals can follow. However, irrespective of the route taken by the government for bringing a conducive policy environment for procuring sustainable goods, works, and services, it would serve no purpose unless public authorities implement their provisions. The government may take a cue from the Sustainable Procurement Duty introduced by Scotland in 2014 that mandates contracting authorities to consider improving economic, social, and environmental well-being while carrying out procurement functions within their jurisdiction (Govt. of UK 2014). Also, they need to report progress against commitments in their annual procurement reports and demonstrate how they are using procurement to support broader national objectives.
Box 6.2: A Sample Draft Sustainable Public Procurement Policy (Based on Rajaraman 2018
)

Draft Sustainable Public Procurement of India
	A.

Preamble


 



The Government of India, State Governments, and Local Self Governments hold significant market power in procuring goods, services, and works. There is increasing recognition that Government needs to demonstrate the globally desirable principles of sustainable production and consumption. The Government of India, being responsible to its citizens and their future generations as a protector of their rights to a healthy life, recognizes the need to lay down a clear roadmap for leveraging significant power of procurement so that it contributes towards national development objectives as enshrined under the Directive Principles of State Policy in the Constitution of India.	B.

Scope of the Policy


 



The policy applies to the whole of Government of India, Departments and Subordinate Offices, Autonomous Bodies, and Central Public-Sector Undertakings (CPSEs) under the Government of India. The policy is also recommended for adoption by State Governments, Union Territories, and Local Self Governments.	C.

Objectives


 





The objective of this policy is to enable efficient public procurement sensitive to environmental, health, and socio-economic impacts while ensuring transparency, fairness, equity, and the economy. The following are the subordinate objectives:	i.

Improve economy in public procurement by enhancing resource, energy, and water efficiency, eliminating waste, improving asset utilization, and enhancing Value for Money.

 

	ii.

Reduce the environmental impact of public procurement regarding carbon and resource footprints, health impacts, toxicity, waste generated and safe disposal of hazardous wastes, etc.

 

	iii.
Mandate socially responsible procurement by enforcing worker rights, upholding public health and safety, ensuring occupational safety & health, protecting and growing local jobs and small businesses, and overall welfare and well-being of citizens served by the procured products, services, and works.

 






	IV.

SPP Goals


 




	i.
… % of tenders with SPP criteria based on standards/ecolabels mandated

 

	ii.
…. target for GHG emission and emission intensity reduction for Government procurement as a whole based on NDC commitments

 

	iii.
…… target for resource efficiency (water, paper, fuel, etc.)

 






	E.

Instrument of Sustainable Procurement Policy


 




	1.

Governance
	i.
A Special Committee of Secretaries for Sustainable Procurement (henceforth Committee) to be formed under the Chairmanship of Cabinet Secretary to coordinate and review the implementation of SPP on a biannual basis.

 

	ii.
Heads of Government organizations, including CPSEs and Autonomous Bodies, to be responsible for laying down annual targets for sustainable procurement as part of the Annual Procurement Plans, consistent with National priorities and goals.

 

	iii.
An effective recognition system to be created to encourage and reward achievers in SPP amongst top management and procurement professionals in government and public-sector agencies.

 






 






	2.

Standards, Ecolabels & Tools
	i.
The 5Rs of sustainable consumption—Refuse, Reduce, Reuse, Recycle, Rethink- will guide all government agencies’ purchase decisions.

 

	ii.
Standards and EcoMark label criteria applicable to the priority products and services to be developed and reviewed periodically in consultation with industry players.

 

	iii.
Compliance with updated standards and ecolabels such as EcoMark, Energy Star, etc. to be mandatory for public procurement based on market readiness.

 

	iv.
Transparent and fair criteria, guidelines, and methodologies for Sustainable procurement to be developed, tested, prescribed, published, and disseminated, such as Value for Money (VfM), Life Cycle Analysis & Costing in consultation with Comptroller and Auditor General of India and Central Vigilance Commissioner.

 

	v.
Learning from the success of the Bureau of Energy Efficiency, an institutional arrangement to design, develop, promote ecolabels and related standards in other sectors to be put in place.

 






 




	3.

Evidence-based policy
	i.
In order to provide evidence-based priorities for SPP, the Ministry of Finance will put in place a robust procurement data analytics platform to analyze expenditure and volumes data from electronic procurement platforms in operation (CPPP, GeM, IREPS, NHAI, etc.)

 

	ii.
It will further publish a list of prioritized categories of product, service, and works for mandatory compliance under this policy based on expenditure incurred, sustainability impact and market readiness, etc.

 






 




	4.

Market Readiness & Engagement with Suppliers
	i.
The Taskforce on Sustainable Procurement will continuously receive feedback from stakeholders, review, resolve issues, identify high-level intervention issues, facilitate the exchange of information on sustainable procurement standards and methodologies, etc.

 

	ii.
Before mandating supply of a category of products or services or works conforming to new standards, assessing the capacity of local industry is a must.

 






 




	5.

Capacity building, Guidance & Communication framework


 



Ministry of Finance, along with other allied ministries, will take the following measures:	i.
Creation of a sustainable procurement group within the Procurement Policy division of Department of Expenditure with experts to assist in implementation.

 

	ii.
An online training module and certification for imparting training to all public procurement practitioners.

 

	iii.
Making available SPP tools, standards, criteria, and methodologies (like LCC) to procuring organizations and suppliers

 

	iv.
Rolling out a Communications Strategy for disseminating outcomes of the policy

 




	6.

Outcome Monitoring & Evaluation
	i.
All ministries to re-engineer their Electronic Procurement portals such as CPPP, GeM, IREPS, etc., to support sustainable procurement and capture SPP criteria and outcome indicators.

 

	ii.
Documentation and evaluation of best practices through the launch of Indian Sustainable Public Procurement Network for public procurement professionals enabling discussion and self-help.

 






 




	7.

Policy coherence
	i.
Other ministries to launch complementary policies on Sustainable Consumption and Production and Circular Economy.

 






 






	F.

Roles and Responsibilities


 



The Committee, in consultation with stakeholders, will decide, assign and review the responsibility to different ministries for various tasks envisaged for effective and timely implementation of SPP policy and practices in India.

	G.

Risk Management


 



The Committee, based on a half-yearly review of SPP progress, will take measures to mitigate risks in SPP implementation. The Committee will ensure that the implementation of SPP does not become a barrier to MSMEs in government tenders.

6.3.6 Establishing Linkages Between Thematic and Procurement Policy
In its social, economic, and environmental forms, the idea of sustainability has a direct effect on public procurement procedures. It is so pervasive that it seeps into public activities and, as such, affects procurement. We have seen in Chapter 4 that numerous sectoral regulations have impacts on public procurement and supplement the public procurement policy framework with more specific provisions to enhance sustainability outcomes. What has been lacking is the cross-linkage between these policies and procurement policy. In fact, on a short-term basis, these sectoral policies would do wonders for SPP implementation in India just by cross-referencing public procurement as an instrument to achieve objectives espoused in these rules/acts. Since rules notified under the Environment (Protection) Act, 1986, do not acknowledge public procurement as an instrument to achieve objectives set under the rules, most of these rules do not provide specific targets for contracting authority. In the absence of targets, contracting authorities are not obliged to use these enabling provisions in their procurement decisions. For example, as per the E-Waste Rules, the companies have extended producer responsibility to collect and recycle them at the end of their life. However, the rules do not give recovery targets for recyclers or bulk consumers, making it challenging to monitor how much recycling is happening in actual practices. Thus, a legal basis for implementing sustainability regulations is missing, making it challenging for contracting authorities to realize the full potential of applicable rules in their procurement decisions.
In contrast, Germany uses public procurement to achieve other sectoral policy objectives into the national programs such as the Integrated Energy and Climate Programme, the National Strategy on Biodiversity, and the Action Plan on the Utilization of Renewable Resources. In addition, it has set specific quantitative targets, as given below, for procurement under the National Programme on Sustainability (Hasanbeigi et al. 2019).	Increase the procurement of recycled paper complying with “The Blue Angel” to 95% by 2020.

	Increase the procurement of sustainable textiles complying with “The Blue Angel” to 50% by 2020.

	The average emissions of the official car fleet should be 110 g CO2/km until 2018 and 95 g CO2/km by 2020.





Similarly, the National Waste Policy Action Plan of the Government of Australia specifies targets for waste generation reduction per person by 10% by 2030 and 80% average waste recovery from all waste streams by 2030 (Govt. of Australia 2019). Australia has also identified public procurement as one of the three key areas to deliver against the targets. In the absence of any targets and direct linkage with procurement, these rules have been rather ineffective in making any substantive impacts through the use of government procurement. Therefore, there is a case for making these regulations clear, comprehensive, and part of a consolidated set readily available to contracting authority at a place. It would be good to transpose provisions of these acts in procurement guidelines accessible to all contracting authorities.
Only the Construction & Demolition Waste Rules 2016 mandates local authorities to reuse 10–20% of materials made from C&D waste in municipal and government contracts. The impact of this target is that several state governments and some central ministries have issued directives to contracting authorities under their jurisdiction to comply with the provisions in these rules. This has led to saving virgin resources and the establishment of C&D processing plants in major cities, providing employment opportunities. This showcases the urgent need to specify targets for procurement in other sectoral rules for the effective compliance of provisions under the rules aimed at sustainable development of India.
By setting a mandatory target and prioritizing sustainable procurement of recycled content at all levels of the government, the government can help build domestic markets for recycled materials, ease pressure on the environment, and reduce waste going to landfill. In addition, it will further reinforce investment in creating necessary infrastructure and innovation. In due course, as the necessary scale is achieved and producers move to take responsibility for the life cycle of their products, India could become a leader in circular sustainable production.
6.3.7 Extended Producer Responsibility (EPR) in Procurement
Extended producer responsibility is an environmental protection strategy to reduce environmental impacts of a product by making the manufacturer responsible for the entire life cycle of the product, especially for take-back, recycling, and final disposal of the product. The idea behind extended producer’s responsibility (EPR) is that the producer has the most significant control over product design. Therefore, if they are made responsible for managing their products at the end of life, it would encourage them to undertake product design changes to reduce consumption of virgin materials, reduce waste generation, and ensure closer material loops in order to promote resource efficiency and sustainable development. It can take the form of product design improvements such as design for disassembly (DVD), design for the environment (DfE), and design for recycling (DfR), and product system improvement that enable the functionality throughout the life cycle. In addition, EPR also has downstream objectives covering collection, treatment, reuse, and recycling.
Both Plastic Waste Management Rules, 2016, and E-Waste (Management) Rules, 2016, mention EPR policy. However, the take-back scheme provided under these rules has scarcely been used by the contracting authority for the disposal of plastic and e-waste. Instead, most public organizations have relied on entering into separate contracts for recycling and/or disposal of these items. Though their actions follow existing rules for waste disposal, it creates additional work. Moreover, it brings inefficiency in the system that can easily be managed by inserting a suitable take-back scheme in tender documents. Furthermore, embedding EPR condition in the tender document ensures that all bidders are evaluated on an equal footing transparently, and the successful bidder is contractually obliged by contract terms and conditions to take back products at the end of life. Box 6.3 provides a sample EPR provision.
By requiring manufacturers to take responsibility for managing their products and packaging waste, government agencies can relieve themselves of the time and cost of arranging for recycling and proper disposal of hazardous materials. This will encourage manufacturers to take pre-emptive measures at the design stage of products to ensure that their products are devoid of toxic chemicals, long-lasting, minimally packaged, easily recyclable, and provide the best overall value to consumers. The EPR condition can be inserted for the purchase of many products, such as computers, laptops, cell phones, electrical appliances, batteries, fluorescent lamps, thermostats, copiers, toner cartridges, motor oil, paint, etc., that fall under the broad category of e-waste defined in E-Waste (Management) Rules 2016.
The good news is, notwithstanding provisions in the Manual, many CPSUs and States have been using buy-back clauses in tenders to purchase different kinds of batteries and computer. For example, States such as West Bengal (Govt. of West Bengal 2014), ONGC (2013), Forest Survey of India (2019), etc., have been using buy-back clauses in their tenders, in which the bidders are invited to quote the price for both new batteries and buy-back of used batteries of same ratings. This practice ensures better handling and disposal of batteries and the recovery of valuable resources from the old battery that can be reused in new batteries while keeping the environmental impacts to a minimum. In a similar fashion, organizations like Forest Survey of India have been inviting tenders for purchasing of workstation monitors with buy-back of old computers and monitors (FSOI 2015). These practices show that States and CPSUs are more imaginative in using buy-back clauses for better management of end-of-life stage of products. Other organizations need to replicate this template for encouraging manufacturers to become responsible for end-of-life management of products. This can be fast-tracked by making EPR conditions mandatory in tender conditions wherever applicable under different rules notified by the government.
Box 6.3: Sample Tender Conditions for Extended Producer Responsibility
Sample Tender Condition for EPR	Bidders must arrange to collect and recycle used products and/ or packaging by either the original manufacturer or its authorized dealer. The bidder must quote the cost of this service separately along with the applicable GST.

	Bidders must commit to reusing/recycling at least one unit of product and/or packaging for each unit of new product supplied by them. The tenderer’s bid without commitment to take back old products at the end of life from the organization’s premises will be summarily rejected.

	Bidders must ensure that all products and/or packaging are sent to a licensed recycler and that the purchasing department receives documentation that all items were recycled as per the applicable rules issued in this regard by the Ministry of Environment, Forest and Climate Change (MoEFCC).

	Bidders must describe the proposed recycling method and submit the name of authorized recyclers to which they plan to subcontract. In addition, bidders must describe how any hazardous and non-recyclable material will be handled and ensure that no hazardous material originating from this contract is incinerated or shipped to any country in violation of the Basel Convention on the Control of Transboundary Movements of Hazardous Wastes and their Disposal.





6.3.8 Matchmaking ZERO EFFECT and ZERO DEFECT (ZED) and GeM
The Government e-Marketplace (GeM) is an online platform to facilitate the procurement of common uses goods and services by various ministries and other government public agencies. Since its inception in 2016, total procurement of goods and services worth INR 1585.50 million has been made till November 2021 through this portal (GeM 2021). GeM (2021) further informs that currently, 2,256,560 products and more than a million vendors and service providers are registered on the platform. It is further proposed that other major buyers of the Government of India like the Ministry of Railway, Ministry of Defense will soon move to this platform to procure products and services related to their operations. The platform provides menu-driven options for selecting product specifications and other terms and conditions. The sheer size of the procurement on the platform and the number of vendors and service providers registered on the platform provide a unique opportunity to gradually inject measured doses of sustainability criteria and motivate vendors to transform their production system.
The use of third-party system sustainability certification such as ISO 14001:2015 as a selection criterion in procurement has been widely hailed as a creditable measure to stimulate the sustainability performance of vendors. Many big Multinational Corporations have developed their sustainability rating system to support responsible supply chain practices. Some countries have also issued a charter to be followed by major contractors to improve their supply chain’s environmental and social performance. For example, the Credit Mediation Department and French Purchasing Association (CDAF) have jointly issued a “Charter for responsible supplier relations” for improving relationships between big purchasers and their subcontractors, especially small and medium enterprises (CDAF 2020). The signatory of the Charter has to follow ten commitments for responsible purchasing detailed in the Charter.
As discussed in Chapter 4, the Ministry of Micro, Small and Medium Enterprises (MSMEs), Quality Council of India (QCI), and industry associations have developed the ZED framework as a holistic evaluation and certification system to assess the manufacturing units against 50 quality and environment parameters. Using this framework, MSMEs can reduce their environmental impacts, increase productivity, expand their market share, and ultimately become a reliable vendor to CPSUs/government. However, the current number of MSMEs having ZED certification is too insignificant to make any difference in the sustainability performance of manufacturers in India. One of the reasons for the low traction of this scheme is that MSMEs do not see any real incentives for joining the scheme.
By developing a suitable cross-linkage with public procurement, it is possible to fast-track the acceptability of the scheme in the MSMEs community. ZED’s advantage is that it adapts to supplier profiles across industries, geographies, and sizes and provides supplier quality and sustainability ratings that public procurers can use to filter out suitable suppliers. Another advantage is its phased approach—preference in the first year, followed by requirement of a lower-tier plus preference for higher tier the following year, followed by requirements of a higher tier the following year. While giving flexibility to contracting authorities to get the best performance and move manufacturers along a trajectory, this approach does not limit them to a small group of manufacturers if the higher tiers are hard to reach. For example, to begin with, contracting authorities can set a preference for Bronze ZED rating as a selection criterion for procurement from MSMEs through GeM and set preference for Silver ZED rating or mandatory Bronze ZED rating as selection criteria in the next year and so on. It would do wonders both for the scheme and sustainable procurement implementation in India. It would work as the greatest motivation for MSMEs to adopt the ZED scheme and to continuously improve their manufacturing practices in order to enhance their quality while at the same time giving them enough time to phase up their performance to the required sustainability criteria.
The United Nations Center for Trade Facilitation (UNCET) recommends setting a minimum set of standard policies and practices that allow government organizations to comply with sustainability principles (UN 2019). While it could be an excellent tool for SPP implementation, it should not burden MSMEs suppliers with additional administrative tasks; instead, provisions be made to support MSME suppliers to improve processes and adopt best sustainability practices. The ZED sustainable maturity framework has all advantages to be used as a proxy for vendor rating for judging vendors on their sustainability performance. The biggest advantage of the framework is that it is independent of the government’s control and managed by an independent agency for measuring and communicating the sustainability performance of vendors, thus ensuring transparency and boosting the confidence of vendors in the rating system.
In addition, it can be implemented in a brief time frame as the GeM platform already provides options to the buyer to choose system level certifications such as BIFMA, ISO 9001:2015, ISO 14001:2015, etc. What one needs to do is just add Bronze ZED certification in the drop-down list! As the number of MSMEs with Bronze ZED certification reaches a certain level, the contracting authorities can ask for Silver, Gold, and Platinum and thus motivate the market to move towards greater sustainability in their production and supply chain. Initially, it could be introduced as voluntary criteria to test the market and later be made mandatory for registration on the GeM portal. As more and more MSMEs take on the ZED scheme, it will significantly impact the sustainability performance of the manufacturing sector, especially MSMEs, in India.
6.3.9 Rebooting Indian EcoMark Scheme
As mentioned in previous chapters, the use of ecolabels is widespread among countries with matured SPP programs. They epitomize a practical and reliable way for contracting authorities to verify the sustainability compliance of bidders with environmental criteria set in the tender. In fact, it is the most commonly used approach for implementing SPP in the world. The so-called Green Public Procurement program pursued by many countries was nothing but purchasing ecolabeled products. Even today, most countries make references to environmental certifications, environmental management systems, ecolabels, and similar instruments to verify compliance with prescribed sustainability criteria in the tender document. Therefore, the presence of a successful ecolabel lays a solid foundation for rolling out the SPP program in any country.
Global experiences show that most countries have used their national ecolabel to define sustainability criteria of prioritized products and communicate this information to guide purchasing choices towards more sustainable products. The use of ecolabel and standards comes with several advantages. Firstly, using a third-party ecolabel for establishing compliance against sustainability criteria shifts the onus of verification from individual purchasers to the institution responsible for managing the ecolabel scheme. Secondly, the presence of third-party ecolabel is an added incentive for purchasers, who can embed sustainability criteria in tenders without undertaking complex assessments. Thirdly, the use of certifications, standards, and ecolabels is preferred by them also because they are objective and measurable, contribute to the harmonization of criteria between contracting authorities, help verify compliance with requirements, and support monitoring and measurement of the uptake of strategic public procurement. That is why they are the simplest yet the most effective tool for implementing SPP around the world. In fact, the synergetic potential of ecolabel with the SPP program is so profound, no country has achieved a reasonable amount of success in SPP implementation without a flourishing ecolabeling program. Therefore, one of the top priorities while strategizing implementation of SPP in India should be to revive and enlarge the scope of coverage of the EcoMark scheme in India.
The revival of EcoMark will give a boost to the MSME sector as well. Currently, Indian SMEs desirous of exporting products to other countries are required to ensure compliance with ecolabel of respective countries, thus putting an additional cost burden on them. The best way to ensure that Indian SMEs do not need to take ecolabel of destination countries is for Indian EcoMark to join the Global Ecolabel Network (GEN).9 GEN is a network of leading ecolabeling organizations worldwide that promote cooperation, exchange of information, and harmonization of standards among network members. All ecolabel programs of the network mutually recognize each other ecolabel of member organizations. All major Type-I ecolabeling (as per ISO 14020) programs worldwide are members of GEN, including EU Ecolabel, recognized in the European Union, the world’s biggest single market. Indian EcoMark joining GEN would result in multiple benefits. SMEs in India having EcoMark label for their products would not be required to take other ecolabels as long as they export in countries served by the ecolabeling program of GEN members. This would lead to considerable savings in cost and time and incentivize manufacturers to take up EcoMark. It would expand the market for Indian SMEs for their products and services both at a local and global level. GEN members’ experiences would help develop robust EcoMark criteria for products and services, thus adding value and trustworthiness to EcoMark among national and international consumers.
The need for developing a Voluntary Sustainability Standard (VSS) and Ecolabeling Framework (a definitive methodology for standard/ecolabel development process, effectiveness of standard/ecolabel in meeting the stated claims, transparency in assessment and management of standard/ecolabel) has already been established. However, till such time it is approved by the government, it would be beneficial to allow the use of private ecolabels and voluntary standards based on some objective criteria. Some of the standards that appear to be strong contenders are GreenPro, EPEAT, FSC, Rainforest Alliance, and Better Cotton Initiatives. The approval for using these standards in public procurement will boost sustainability outcomes of procurement and familiarize public procurers in using the standards and prepare them for future scenarios when EcoMark is rolled out.
Niti Aayog, in its strategy on Resource Efficiency, has acknowledged the limited impact of the EcoMark scheme in India and has emphasized a need for the development of ecolabel with emphasis on Resource Efficiency & Secondary Raw Materials addressing product reuse, durability as well as secondary resource usage (Niti Aayog 2017). It further recommends assigning the administration of ecolabeling schemes to an independent entity. Based on international experiences, other researchers such as Mehta (2007), Thomsen and McAloone 2014) etc., have also recommended constituting an independent Ecolabeling Board with an advisory structure comprising scientific experts and representatives from MoEFCC, industry, consumers, and environmental groups. The idea of making an independent ecolabel board is to make sure that stakeholders involved in the development of EcoMark are really invested in the progress of ecolabel. It would be a good idea to have a representative from the Ministry of Finance on the board as they have the most significant stake in the success of the EcoMark scheme. There shall be a separate controlling agency, consisting of technical experts and sales and marketing professionals, responsible for promoting the label, setting requirements, and evaluating products.
The track record of the EcoMark scheme in promoting environmentally friendly products in India is well-known to people in organizations that matter for giving it a new life. The issue has been a recurring theme in meetings of the Task Force on SPP notified by the Government of India. Despite several discussions, there have been no attempts by MoEFCC, CPCB, and BIS, the troika at the helm of affairs of EcoMark scheme, to revive the scheme on the ground. Therefore, it is unlikely to happen unless the government shows determination to revive the EcoMark scheme. Since this is an inter-ministerial issue involving several ministries, the decision to revive and restructure the EcoMark scheme would require the approval of the Cabinet. It is hoped that the highest leadership of India realizes its potential and makes it a national priority, as it did for Swachh Bharat Abhiyan.10

6.3.10 Revisiting BEE Energy Star Label
Whether one likes it or not, climate change mitigation will remain the dominant topic for conversations on sustainability within India and the world in coming decades; COP26 has shown this adequately. Earlier, we saw President Biden Jr. of the USA sign an executive order to re-enter the Paris Agreement on Climate Change. During COP 26, the world leaders arrived at a consensus to limit temperature rise to 1.5 degrees. However, as long as climate change remains alive, energy efficiency will be the overriding priority for all nations, including India, simply because energy production and consumption are the largest sources of global greenhouse gas (GHG) emissions.
The research verdict is already out there that the top ten electricity-consuming appliances and equipment such as air conditioners, chillers, refrigerators, TVs, ceiling fans, lights, electric water heaters, agricultural pumps, motors, and distribution transformers would constitute more than 60–70% of the peak load in India by 2030. Out of these ten items, Government of India has notified the minimum threshold BEE Star Rating for procurement of only four items, namely split air conditioners, frost-free refrigerators, ceiling fans, and water heaters by ministries, departments, and subordinate offices. It makes logical sense that the remaining six items must also be immediately brought under the BEE Star Labeling program. States and Municipalities are purchasing these items in much higher numbers as compared to purchases by central ministries. Also certain items like the agricultural pump are procured only by States as agriculture comes under the States List of the Constitution of India. Similarly, motors and distribution transformers are also being purchased by State utilities. Therefore, States and Municipalities will play a significant role in tapering electricity consumption by these items. Mainstreaming the BEE Energy Star label by them is thus of vital importance for India.
Moreover, currently, BEE has only 26 product categories for which the BEE Star label exists. Therefore, there is a need to revisit the Energy Star label managed by BEE and revamp the program. The simplest things that government can do to move forward on the SPP roadmap, so far as energy efficiency is concerned, are as follows:	bring all ten items (mentioned above) under mandatory BEE Star Labeling program and notify minimum star-level threshold for procurement by public agencies;

	aggregation of demands and bulk procurement of these items through EESL to achieve maximum benefits;

	aggressive energy efficiency improvement by pulling up the top of the market;

	periodic assessment of BEE Energy Star Labeling program and updating star ratings requirements and bringing more items in its ambit.





It is expected that these simple measures will pay huge dividends in terms of energy conservation in the long run and scale up SPP implementation in India.
At the same time, one must keep in mind that managing Scope 1 and 2 emissions would not be sufficient for India to achieve a net-zero target by 2070. Since approx. 60% of an organization’s climate impacts come from indirect emissions occurring outside the geographical boundaries, simply buying electrically efficient appliances would not suffice. Also, as the energy efficiency of new products improves during the use phase as compared to that of current appliances, an opportunity to further improve the energy efficiency of this equipment will get limited. Therefore, there is an urgent need to revisit the BEE Star Labeling program to consider energy consumed/GHG emitted during the entire life cycle of products, especially embedded energy during manufacturing.
There is also a need to expand BEE Star Rating program coverage to newer products and develop it into a multi-criteria-based Type 1 ecolabel. For example, an air conditioner with a 5-Star BEE rating has limited appeal for consumers if it uses refrigerants with high global warming potential (GWP). Similarly, desktop computers and other IT products can have a wide range of sustainability risks throughout their life cycle. Energy consumption during the use phase is just one of them. Thus, focusing only on energy consumption during the use phase means the label does not address other impacts during the life cycle. Therefore, BEE needs to upgrade its Star Labeling program into a comprehensive labeling program that addresses sustainability risks throughout the product life cycle. That is why most public buyers in India do not use the BEE Star label to purchase a desktop computer, laptop, and printer, even though the BEE Star label is hugely popular. Therefore, it would be good for BEE to look at EPEAT and TCO certification schemes as a model and attempt to develop a multi-criteria-based certification for IT products.
6.4 Roadmap for SPP Implementation in India
The above strategies for scaling up sustainable procurement are broad in nature. However, they need to be translated into smaller goals and actionable activities to drive sustainability benefits through public procurement. It will require sensitization and engagement of stakeholders; providing a platform for continuous peer learning and review; putting up accountability mechanisms; participatory planning and implementation; and last but not least, partnerships. Partnerships among stakeholders are essential because of their ability to guide strategic priorities, spur concerted action to deliver on shared objectives, and ensure that synergies result in outcomes greater than their parts. It would be good to constitute an advisory committee consisting of experts to support the inter-ministerial committee in decision-making on various aspects of SPP implementation.
Based on discussions in the chapter and international experiences of implementing SPP, the roadmap shown in Table 6.1 may be considered by governments at the Central, States, and Municipal levels for moving forward on SPP journey in India. Some of the measures suggested can be achieved in the short term and do not require additional resources. At the same time, others require concerted efforts, extensive consultations, and leadership to drive them. For example, allowing the GreenPro label for building materials in government procurement is an executive decision that can be made immediately, whereas developing a comprehensive VSS and Ecolabeling Framework for private VSS and Labeling in public procurement is a policy decision requiring a more comprehensive consultation with stakeholders and may take time. Also, some activities can be taken in parallel as they are independent of each other and fall within the jurisdiction of different ministries. It is of utmost importance to link these activities to India’s Climate Change Strategy 2030, Sustainable Development Goals, and other relevant strategies such as Resource Efficiency, Circular Economy, Plastic Mukt Bharat (Plastic Free India), Smart City Mission, etc., so that SPP strategy is a part of India’s overall strategy of sustainable growth.Table 6.1Roadmap for SPP implementation in India


	Category
	Objectives
	Activities
	Nodal agency
	Time frame

	Leadership, Policy & Strategy
	Establishing SPP policy framework
	a. Issue a comprehensive SPP policy to facilitate embedding sustainability in procurement decisions
b. Establish cross-linkages with socio-economic and environmental Acts, Rules, etc., with Public Procurement policy
c. Constitution of a Committee for an inter-ministerial corporation and coordination with States and Municipalities
d. Establish a Centre of Excellence on sustainable procurement
	Cabinet Secretariat
	12 months, Say “D”

	Establishing SPP procedures within an organization
	Develop Model SPP Action Plan
	Cabinet Secretariat/Niti Aayog
	12 months

	Leadership and accountability
	a. Workshop for sensitization of decision-makers on SPP policy
b. Make the Task Force on SPP accountable for delivery against mandates
	Ministry of Finance
	Immediate

	Budget and institution
	Budget for capacity building/ development of SPP tools/providing incentives to procurers, etc.
	Ministry of Finance
	Ongoing

	Awareness & Capacity Building
	Practical training to stakeholders on SPP process and tools
	a. Develop training modules for different stakeholders
b. Workshops for Procurers, Users, Finance, Oversights Bodies, and Vendors on importance of SPP, SPP process, SPP tools, etc.
	Ministry of Finance
	Ongoing

	Embedding SPP in the culture of the organization
	a. Include module on SPP in the curriculum of all central training institutes
b. Make SPP training a part of a standard public procurement training module
c. Develop a bespoke training sessions on how to apply sustainability criteria in practices
	Ministry of Finance
	Six months

	Create awareness among vendors on SPP
	a. Hold a workshop for industry associations, including SMEs association on SPP policy, criteria, etc.
b. Develop e-training module for vendors
c. Make completion of e-training module mandatory over a period of time
	Ministry of Finance
	12 months

	Professionalization of procurement functions
	a. Provide an adequate budget for the development of procurement functions
b. Set minimum professional qualification for undertaking public procurement
c. Develop online training module for different responsibility levels
d. Deliver tailor-made training sessions to contracting authorities
e. Establish completion of refresher course mandatory for higher responsibility
f. Sign MOU with the training institute for capacity building
g. Develop and provide the world’s best content on sustainable procurement such as SPP case studies, guidance documents, templates, podcast, blog post, tools, etc.
h. Provide a networking opportunity for sharing knowledge, information, experience, and best practices
i. Institute a national award for innovation in sustainable public procurement
j. Develop a dedicated portal for the availability of all guidelines, standards, methodologies for benchmarks, regular updates of VSS and labels and evaluation criteria, and a digital library of good practice
k. Create a vendor directory for prioritized products and link it with the e-procurement system
	Ministry of Finance
	Ongoing

	Sustainable Procurement Implementation
	Develop list of prioritized product categories and their specifications
	a. Nominate an institution to develop and review sustainability criteria
b. Expedite product development criteria of 100 prioritized product groups based on impacts
c. Develop comprehensive criteria concerning social values to be inserted in tenders for goods, works, and services
d. Mandate ministries/departments to seek baseline sustainability impacts data of their top 100 vendors and set science-based reduction target
e. Provide ready-to-use model questionnaire, award criteria, sub-criteria, and metrics
	Ministry of Finance and MoEFCC
	D+18 months

	Establishing sustainable procurement procedures within an organization
	a. Mandate central ministries, States, CPSUs, and Municipalities to internalize provisions related to embedding sustainability in their rules and guidelines
b. Mandate central ministries, States, CPSUs, and Municipalities to adopt Model SPP Action Plan in their own rule and procedures
	Cabinet Secretariat
	D+6 months

	Facilitate contracting authority in SPP implementation
	Set up a Help Desk to provide clarification on issues raised by stakeholders in integrating sustainability in procurement decision
	Ministry of Finance
	D+6 months

	a. Develop a comprehensive set of sustainable procurement tool
b. Provide menu-driven options on the website for integrating sustainability criteria at different stages of the procurement cycle and verification methodology
c. Provide buyers with standardized information to achieve each sustainability outcomes
d. Provide a clear and systematic way to evaluate sustainability outcomes
	Ministry of Finance
	Ongoing

	Create marked change in the uptake of SPP implementation at ground level
	a. Permit GeM to enter into a framework agreement for prioritized products categories
b. Voluntarily/mandatorily set ZED Bronze as a minimum criterion for registration and supply through the GeM platform
	Ministry of Finance
	Six months

	Pulling the market upon sustainable production
	Set up an institutional mechanism for development and upgradation of a list of prioritized product categories and sustainability criteria
	MoEFCC
	Six months

	Create tools for informing and verification of sustainability claims
	a. Develop a VSS and Ecolabeling Framework for the use of VSS and Labeling in public procurement
b. Revisit the Indian EcoMark scheme
	MoEFCC
	12 months

	a. Permit the use of GreenPro certified products in public procurement
b. Allow reputed global VSS scheme to be used in public procurement
	MoEFCC
	Three months

	Strengthen BEE Star Rating Scheme
	Bring air conditioners, chillers, refrigerators, TVs, ceiling fans, lights, electric water heaters, agricultural pumps, motors, and distribution transformers under the mandatory BEE Star Labeling program
	Min of Power
	Three months

	Revisit BEE Star Labeling program to include embedded energy
	Min of Power
	Six months

	Updating BEE Star along with market innovation
	Periodically update BEE Star Labeling criteria to ensure the use of the latest available tech in managing energy
	Min of Power
	Ongoing

	Create a label for efficiency in water use
	Create a new Water Star Rating Programme to promote awareness and measure efficiency in water use
	MoEFCC
	12 months

	Measuring and benchmarking the progress of organizations
	Create Sustainable Procurement Index (SPI) for measuring and benchmarking the progress of central ministries, States, CPSEs, and Municipalities
	Niti Aayog
	D+6 months

	Market Engagement
	Engaging with market players
	Set up a protocol to engage with suppliers during and beyond the procurement process
	Min of Finance
	Six months

	Enhancing capacity of market players
	a. All MSME be advised to onboard ZED Maturity Framework
b. Provide fiscal incentives for upgrading the manufacturing process
	Min of Finance/Min of MSMEs
	12 months

	Providing access to sustainability tenders
	Central Public Procurement Portal needs to provide a separate flag for tender with sustainability criteria
	Min of Finance
	One month

	Management & Governance Structure
	Make leadership accountable for delivering SPP
	a. Designate a focal point in each ministry/department/PSU for delivering and reporting on SPP target
b. Make SPP implementation a part of Key Result Areas (KRAs)
	Cabinet Secretariat
	Six months

	c. Monitoring of SPP implementation based on Sustainable Procurement Index (SPI) on a bi-annual basis
	Cabinet Secretariat
	Ongoing

	Development, administration, and monitoring of SPP
	a. All ministries/departments/PSUs to issue yearly SPP target
b. Develop computer-enabled online reporting mechanism
	Secretary
	Ongoing

	Develop indicators for measuring the performance of officials on SPP implementation
	Provide a separate Para in Annual Performance Report (APR) of government officials to report on SPP performance during the year
	Cabinet Secretariat
	D+6 months

	Communication
	Making SPP-related information available to all stakeholder
	a. Provide a separate page on the CPPP dealing exclusively with SPP and related information
b. Publish newsletter on SPP featuring new development in SPP
c. Create awareness on SPP between the general public and private sector
	MoEFCC
	Three months

	Communicating benefits of SPP to stakeholders
	a. Measure and communicate benefits of sustainable procurement
b. All organizations be mandated to provide benefits of SPP on their portal and annual report
	MoEFCC
	Three months





India has some advantages because it can benefit from the SPP implementation experiences in other parts of the world. For example, the European Commission came up with a recommendation on the professionalization of public procurement for mainstreaming sustainability in purchasing decisions in 2017, thirteen years after they first came up with directives on GPP in 2004. Learning from their experience, India can leapfrog and make up for the lost time in SPP implementation. The roadmap seeks to create an enabling environment for the localization of strategies, support local ownership, and ensure that SPP policy is integrated into national and sub-national strategies and plans. However, most of all, India needs to set up an inter-ministerial body consisting of representatives of relevant ministries at the Center and the States or make Cabinet Secretariat as a nodal body to monitor these activities at national and sub-national levels. Without adequate monitoring of these activities by a nodal agency, efforts made by individual agencies will remain fragmented and not yield results at the desired speed and scale.
If implemented with sincerity, these measures have the potential to fast-track India’s journey on SPP and put it firmly on the global SPP map. However, these strategies will yield better results if they are deployed simultaneously. Therefore, to accomplish the tasks ahead, governments at different levels need to have a broader understanding to make the public procurement system fit for the challenges of the twenty-first century and respond to societal, environmental, and economic objectives. Each level of government, individually and collectively, has to play well-charted roles to reinforce their commitments towards SPP policy.
Close monitoring of SPP implementation would be vital for rolling out the SPP program because of several actors’ involvement and interdependence. First, governments at all three levels must agree on yardsticks for success and how it is to be measured and monitored. It would be best to develop the Sustainable Procurement Index (SPI) to measure and compare the SPP performance of different organizations. A software for calculating SPI needs to be developed in such a manner that data for calculating SPI should get fetched into the system without human intervention. Considering the heterogeneous public procurement systems and different levels of maturity and advancement in different States and Municipalities, they may adopt progressive milestones depending on their motivation and commitments. Additionally, as mentioned earlier, instituting a national award for best achievers in different categories on an annual basis would generate healthy competition and motivate participants to move on to a higher level of maturity in SPP implementation. Lastly, but most importantly, the government needs to update its strategy regularly based on experiences and new developments.
6.5 Key Learnings from Indian Experiences
A decade of experience in trying to embrace SPP policy by one of the largest democracies in the world has important learnings for stakeholders in India and abroad. Many actions suggested as a part of the strategic roadmap can also be adopted by other countries as well. Internalizing these learnings in future SPP initiatives will be key to success in SPP implementation.	a.
A series of attempts, disappointments, and reattempts to formulate guidelines on SPP policy and its implementation tells a mixed story about the government’s commitment to sustainability in India. This is especially puzzling when seen in the context of how India has enhanced its efforts towards meeting the Paris Climate Change Agreement. Time and again, the Government of India has reiterated that India is well on track to exceed the commitment and targets made in the Paris Agreement.11 This shows, in general, citizens’ attitude in India on sustainability and the willingness of political leaders to engage with stakeholders on sustainability issues despite the economic downturn due to the COVID-19 pandemic. The new EU Green Deal, announced in the aftermath of the COVID-19 pandemic, has further stressed the predominant role of public procurement in achieving innovative, sustainable, and inclusive growth. The current evolving situations at national and supranational levels bodes well for procurement leadership to renew their efforts towards getting political buy-in on SPP and move aggressively on SPP implementation.

 

	b.
It has often been noticed that procurement practitioners only come to know about SPP policy when it is put out in the public domain. This is not a sound practice. Setting ambitious objectives in an SPP policy is a good start, but realizing these ambitions depends on how well procurement practitioners are geared-up to implement that policy in practices. The voice of procurement professionals needs to be patiently heard. After all, they are the ones who are in the driving seat when it comes to implementing sustainable procurement principles into actual organizational practices. This lacuna needs to be addressed by the Task Force on SPP. Understanding their values, beliefs, and opinions towards internalizing sustainability criteria in procurement decisions could provide insights on devising appropriate communication strategies for addressing their concerns.

 

	c.
The advocates/champions should appreciate that sustainable procurement is an intricate paradigm attempting to achieve objectives as diverse as biodiversity, climate change, circular economy, human rights, worker’s health and safety, resource efficiency, supplier’s diversity, and minority group, etc., without surrendering any of the principles of public procurement such as integrity, transparency, competition, and equity. It takes time for policymakers to accept and appreciate that achieving sustainability objectives is compatible with normative principles of efficiency and “Value for Money” that drive the conduct of public procurement. One would obviously evaluate benefits vis-à-vis the resulting disruptions due to embedding sustainability principles into the design and execution of public procurement before considering it as a preferred policy choice. Policymakers may have certain viewpoints, beliefs, and prejudices regarding safeguarding the environment, providing health and safety of workers, promoting diversity, etc., that could cloud their vision on SPP policy. Therefore, it would be a mistake to expect support from the entire spectrum of stakeholders, including policymakers, all the time. The only solace is that persons, and thus their views on any issue, in the bureaucratic setup keep changing over the years; SPP champions should wait and watch and make their move at the right moment as soon as the changeover brings about a sympathetic learning in the bureaucratic setup. It is, of course, easier said than done. Winning the support of policymakers is not so simple; on the other hand, sometimes, getting an audience with the right person could prove very rewarding. The task could become much easier in a country where political buy-in on SPP policy exists, and citizens are okay with the government incurring higher expenditure for buying sustainable products, works, and services.
One of the pivotal criteria for getting political buy-in on any issue is whether the proposal is cost-neutral. Unfortunately, SPP policy is not cost-neutral and leads to higher expenditure for purchasing sustainable products, works, and services, if one is looking at short-term gains. Therefore, one should be realistic in her assessment and know that politicians will not lend their support on SPP policy until such time citizens are okay with government spending higher expenditure for achieving larger developmental goals such as sustainable development, climate change, green and inclusive growth. About 193 Member States of the United Nations adopted SDGs, and representatives of 197 parties at the 26th Conference of the Parties of the UNFCCC in Glasgow committed to taking climate mitigation actions. Therefore, at least theoretically, political leaders in these countries are committed to achieving SDGs by 2030 and mitigating GHG emissions to limit the atmospheric temperature rise to 1.5 degree. Therefore, the best chance to get political buy-in on SPP policy is to bundle it as a policy targeted at meeting SDGs, climate change, and other higher-level national goals rather than introducing it as a stand-alone policy.

 




	iv.
Implementation of SPP policy in a country has the biggest impact on businesses—big or small—apart from procurers. They bear the brunt of disruptions caused by it, as they are required to modify, transform, and upgrade their manufacturing facilities to meet the demand of public buyers for sustainable products and services. Unfortunately, the impact of SPP implementation on businesses has not been studied in detail, so there is not much data available to analyze the issue. While policymakers need to consider how to support SMEs in improving their sustainability performance, motivations for businesses and industry associations to support SPP implementation in a country also need to be examined to appreciate their positive role. If included in the discussion, they could be of great help in getting leadership buy-in on SPP policy. Businesses, which are deep into renewable, recycling, green technology, circular business model, etc., due to either dynamic, futuristic, and responsible leadership or global supply chain obligations, are sure shot SPP converts as they are likely to get benefitted the most as a result of SPP implementation as compared to those which are in conventional product streams. Therefore, the fine-tuning choice for enlisting the support of business for getting leadership buy-in is necessary.

 

	v.
A structured program for capacity building of stakeholders involved in the purchasing process is likely to take time, and it may have to wait till the formal launch of the SPP program in a country. However, creating awareness on SPP through networking activities to build a critical mass of stakeholders can go on without a formal engagement with the government. A study found that some individuals continue their networking activities on GPP even when their employment or role or organization changes and concluded that commitment and knowledge of such individuals are as important as the institutional capacity for networking on a subject like GPP (EC 2015). In today’s digitized world, it is important to leverage social media to bring stakeholders together and share and exchange the latest knowledge and practices on SPP. For example, ProcureGreen,12 a group on Facebook, has existed since 2013, intending to advocate the implementation of SPP in developing countries, and has provided networking opportunities to stakeholders on SPP. The purpose is to underscore the urgency and benefits of SPP action to a broader audience. It is only through the community of practitioners, policymakers, and other stakeholders that numerous legal and practical aspects of SPP could be better understood and applied.

 

	vi.
There are essential learnings for multilateral development agencies as well. Their conversation on SPP implementation begins with having a legislative framework on SPP and ends with having a list of prioritized product categories. It needs to be appreciated that building a consensus on having an SPP policy in democratic countries could itself take more than a decade. Getting political buy-in, building stakeholder awareness, and bringing legislation/regulation on SPP takes considerable time and will happen when it happens. In fact, implementing SPP in actual practices is much more complex and time-consuming than setting up the regulatory framework on SPP. The progress after that depends on how well enablers for SPP are present in a country. Therefore, multilateral development agencies should be willing to engage with the country’s leadership on a long-term basis if they really wish to make deep impacts through their grants and actions.

 





6.6 Summary
India has come a long way in the last seven decades since independence and has emerged as genuinely world-class in several sectors like Information Technology, Pharmaceutical. However, there remain many areas of concern in which India’s track record is less than desired. Despite being at the forefront of ratifying ILO’s Core Labour Conventions and setting up a separate ministry for environmental sustainability way back in 1975, India’s progress on these fronts has been chequered. India has enacted several acts in the Parliament on issues ranging from the reservation of items for procurement from small industries, purchase preference to MSMEs, Air, Water & Waste Pollution Acts, E-waste, C&D Waste, etc. However, its over-dependence on regulations for achieving social and environmental objectives and failure to link these legislations for a common goal has led to the poor achievement of anticipated objectives. A notable feature of these acts has been that while social regulations have acknowledged the role of public procurement for achieving the desired objectives under the Act, environmental regulations have scarcely acknowledged public procurement as a tool for achieving the cherished objectives under these acts.
The practical implication of this glaring shortcoming in regulations has been that the government’s purchasing power has not been used to its fullest potential for achieving broader national objectives. Notwithstanding a few exceptions, policymakers have largely disregarded the power of procurement to reduce air and water pollution, mitigate climate change, reduce the amount of waste generated, promote recycling, protect valuable habitats, and ensure that everyone has a decent quality of life—all corresponding to key SDG. The ministries responsible for formulating policy on public procurement and environmental and social sustainability continued to strive towards SDG compliance in their domain without envisioning the massive opportunity that convergence of their domains provides. Even though public procurement has emerged as a strategic lever in the hands of policymakers for achieving compliance with environmental and social SDG objectives in the EU law landscape (Pouikli 2021) and in many other parts of the world, in India, the status more or less woefully remains almost the same over the years.
The nature of challenges for implementing SPP in India is neither new nor unique. Most countries have gone through them while implementing their own SPP policy. Thus, for countries like India, there is a horde of documentations and case studies available on how to implement sustainable procurement policy, including ISO 20400:2017 Sustainable Procurement Guidance and UNEP’s Sustainable Public Procurement Implementation Guidelines. However, in democracies, citizen awareness needs to be high enough to draw the attention of political leaders towards SPP policy and coax them to include it in their priority list for governance. In the absence of the above, stakeholders have no option but to patiently and persistently keep articulating the importance of SPP policy before political class and try and equate their political agenda with national development. So far, stakeholders in India—policymakers, non-governmental organizations, academia, procurement professionals, media—have failed to get political buy-in on SPP policy, but the efforts should continue.
In such seemingly bleak situations, stakeholders need a ray of hope to continue advocating the adoption of the SPP policy. Implementation experiences of Public Procurement Policy for Micro and Small Enterprises (MSEs) Order, 2012, and Public Procurement (Preference to Make in India) Order, 2017, are two examples of how agile organizational leadership can make a difference in winning the support of political leaders and fast-tracking policy implementation. Interestingly, both rules were championed by sectoral ministries, i.e., the Ministry of MSMEs and the Ministry of Commerce & Industry, not by the Ministry of Finance. Both, while small, are significant milestones as they showcase that political classes are willing to throw their weight behind a cause that they believe suits their political agenda and is at the same time good for the country’s larger goals. In the same manner, MoEFCC, the Ministry of Labor, and others can also champion the SPP program and take the lead in urgent actions such as framing products specification, regulating ecolabel and voluntary standards, and so on. They are ideally positioned to articulate environmental and social issues, raise citizens’ awareness, communicate the benefits associated with procuring sustainably to wider audiences, and win the much-needed backing of the political class. Such initiatives by other ministries also free the Ministry of Finance from tasks that are not core to its domain of expertise. Thus, a revival of Indian EcoMark can be best left to MoEFCC as administrative control of BIS for the EcoMark scheme lies with MoEFCC. Similarly, the Ministry of Power can devote its energy to expedite the BEE Energy Star Rating issues. The Ministry of Labor should be encouraged to develop a code of conduct for all vendors in the supply chain. However, left to themselves, their uncoordinated efforts may not prove to be as effective and, at best, produce mixed outcomes. By far, the biggest challenge for the Government of India is to coordinate with different stakeholders, bring them to a table for discussion, review their progress on identified tasks, and motivate them to work towards SPP implementation in India.
It is quite natural for the Ministry of Finance to be inclined more towards safeguarding perceived national economic interest. However, in the absence of a nodal agency designated for monitoring sustainable development in India,13 MoF has crucial roles in facilitating the inclusion of sustainability criteria in the procurement process by modifying GFR and Manuals, providing a mandate for action by budget holders, capacity building of stakeholders, especially procurers, and professionalization of procurement function. However, the most important service that the Ministry of Finance can prioritize for SPP implementation is strengthening the Task Force on SPP and making it accountable for delivering critical mandates in a time-bound manner. This would give the Task Force a clear purpose and lay the groundwork for driving change by putting goals and targets on everyone’s agenda.
A policy such as SPP implementation having a far-reaching impact on all levels of governance cannot be developed and sustained if only driven by central agencies, especially in a federal setup like India. Unfortunately, so far, States and Municipalities have not been part of ongoing conversations on SPP, while there is evidence to suggest that they are equally capable of leading SPP implementation. Policymakers need to understand that creating a top-down, uniform SPP framework that does not match bottom-up interests and capacities has not worked in the past nor it would work in the future. Therefore, there is a need for a paradigm shift in the current approach and to constitute an inter-governmental body of Center and States that respects India’s federal governance structure. This inter-governmental body could later become an institutional mechanism to implement the SPP action plan developed by the Task Force on SPP. Such a collaborative effort can be led by a neutral agency such as NITI Aayog. This GoI think-tank is preferable over a central ministry because it has expertise and previous experiences in inter-ministerial and Center–State collaborations. More importantly, it is the nodal agency in India for SDG implementation.
Strategies for early adoption and acceleration of SPP policy fall in two categories. The first set of strategies are very specific to a country as they are aimed at addressing core structural issues in implementation and progression, which emanate from a country’s own social, legislative, and institutional governance structure. These issues are unique to a country’s own national context, and therefore it is advisable not to replicate these strategies in other countries. The second set of strategies, namely leveraging existing policies, extended producer responsibility, professionalization of procurement function, science-based data-driven SPP strategy, and collaboration among stakeholders, are universal in nature and can be applied in any country. They are more like principles for mainstreaming sustainability in procurement decisions and realizing its full potential benefits. These strategies (second set) are not a one-time exercise but long-term goals that would require continuous nurturing and working with stakeholders over and over again. More than anything else, it is the professionalization of the procurement function that will chart out the destiny of the SPP program in any country.
Finally, the COVID-19 pandemic has laid bare the stark inequalities in the world. In India, the resulting economic downturn has pushed millions of people back to rural areas in search of livelihood, thus putting extra pressures on agriculture and limited environmental resources. The Government of India has announced an economic stimulus package of several billion dollars for reviving various sectors of the economy. However, unlike the EU Green Deal, it has not recognized sustainable procurement as a strategic tool for achieving broader sustainability objectives besides bringing the economy back on the growth path. The recent COP26 summit has shown that world leaders recognize the need to stay focused on the bigger picture of the climate crisis, biodiversity, and sustainable development. It would be a lost opportunity if the Government of India does not revisit the strategic use of public procurement issues and clearly send signals to the world that India is now moving on a low carbon, green, and inclusive growth path.
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Footnotes
1An Unstarred Question is one to which a written answer is desired by the member and is deemed to be laid on the Table of the House by the Minister.

 

2Confederation of Indian Industries—Indian Green Building Council.

 

3Rajasthan, one of the states of India, has invited a bid for capacity building of 639,000 officials engaged in procurement activities. India has 28 states and 8 Union Territories.

 

4Membership of GEN allows mutual recognition of labels.

 

5Central Public Sector Undertakings.

 

6It sets out terms and conditions that allow purchasers to make specific purchases from one or more suppliers during the validity of that framework.

 

7Available at https://​bigbuyers.​eu/​about/​bigbuyers, Accessed 20 Sep 2021.

 

8Manual for Procurement of Goods, Manual for Procurement of Works, and Manual for Procurement of Consultancy Services.

 

9Available at https://​globalecolabelli​ng.​net/​, Accessed 05 Aug 2020.

 

10Available at https://​swachhbharat.​mygov.​in, Accessed 12 April 2021.

 

11Available at https://​www.​narendramodi.​in/​pm-modi-addresses-world-sustainable-development-summit-553859, Accessed 12 Feb 2021.

 

12Available at https://​www.​facebook.​com/​groups/​ProcureGreen, Accessed 18 Feb 2021.

 

13Such as the Sustainable Development Council of Sri Lanka, the Ministry of Sustainability and the Environment of Singapore, and so on. Closest is NITI Aayog of GoI, which is the nodal agency for SDG implementation in India.
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7.1 Introduction
Ever since the focus of public procurement shifted from a simple resource procurement tool to a set of capabilities that can generate multiple values for an organization, its role has constantly been evolving. After being established as an important SDG component (SDG12.7), the advancement of sustainable procurement as a vital component of global effort to achieve sustainable consumption and production patterns is guaranteed, even more so considering the linkage and interdependence of different SDGs. It is also certain that policymakers and other stakeholders will increasingly consider using public procurement for meeting diverse objectives in the coming decades.
However, sustainable procurement policy will have to compete with other economic, fiscal, and market tools and prove its efficacy in addressing emerging global challenges to remain relevant as a preferred choice for policymakers. Today, policymakers and leaders articulate SPP policy as a tool for achieving green economy, circular economy, ending poverty, achieving gender equality, reducing the incidence of Antimicrobial Resistance (AMR); the list goes on. This chapter discusses ongoing deliberations related to various uses of sustainable procurement and reflects on how sustainable procurement will evolve from here in the context of sweeping changes taking place in various fields.
7.1.1 Sustainable Procurement in the Context of International Trade
International trade is a powerful tool for creating jobs, enabling efficient use of resources, providing incentives to industries, and improving the well-being of people; it thus has substantial influences on global sustainability (UNCTAD 2014). The use of public procurement in this domain for achieving sustainability goals should be seen as a complementary instrument. In reality, public procurement to support national broader interests is perceived as a non-tariff barrier to free trade. Therefore, using public procurement to support national development efforts has become an essential part of the agenda in bilateral and multilateral trade negotiations. The main focus of such negotiations has been to facilitate the participation of international suppliers at par with local suppliers of goods and services in public procurement above certain thresholds to promote an open-market economy.
The Agreement on Government Procurement (GPA), which is a plurilateral agreement within the WTO framework, regulates public procurement. It came into existence in 1979 under the General Agreement on Tariffs and Trade (GATT) and was later revised in 1996 and 2012. The provision of GPA applies to the procuring entities specified by each country in the “schedule” of goods and services and to procurement contracts exceeding a given financial threshold. In totality, the revised GPA provides market access opportunities amounting to US$1.7 trillion annually.1

The critical question at the centre of conversations is whether the pursuit of social and environmental concerns in public procurement is in line with the GPA provisions. Alternatively, does the pursuit of horizontal objectives by Member States of GPA hinder international trade? To find the answers to these questions, one needs to understand the basic GPA framework. The GPA provides a framework of rights and obligations. Parties agree that suppliers in signatory countries will not be treated less favourably than domestic suppliers in procurement covered by the Agreement. However, many developing and emerging economies have viewed this as an obstacle in pursuing national development objectives. They fear that opening a government procurement market to foreign suppliers might adversely impact their industries and job creation opportunities. That is why only a few countries have signed on to this Agreement despite it guaranteeing access to a trillion dollars market!
During the 1990s, GPA was perceived as a safeguard mechanism to discourage the pursuit of secondary policy goals through procurement because they can potentially be abused as disguised protectionism, besides distorting markets and competition. However, a lot has changed since then in public procurement, and many signatory countries of the GPA have adopted a legal framework on sustainable public procurement. The Preamble to Marrakesh Agreement Establishing the World Trade Organization highlights “the optimal use of the world’s resources in accordance with the objective of sustainable development” as an overarching goal of the system. Article III, the WTO GPA, mentions “nothing in this agreement shall be construed to prevent any Party from imposing or enforcing measures necessary to protect human, animal, or plant life or health.” A broader interpretation of this article, thus, means that public procurement policy could be used for achieving strategic objectives such as protection of the environment, biodiversity, forest cover, prevention of pollution and waste generation, protection of the health of humans and animals, etc. Therefore, the revised GPA 2012 is not only about trade liberalization and good governance but also about sustainable development.
Article X of the GPA states that technical specification should be set out in terms of performance rather than design or descriptive characteristics and based on international standards, national regulations, or recognized national standards. It further elaborates that contracting authority may use a technical specification to promote the conservation of natural resources and protect the environment. Article X.9 further allows contracting authority to set price and other cost factors, quality, technical merit, environmental characteristics, and delivery terms as evaluation criteria. Thus, it gives flexibility to contracting authority to use environmental characteristics and set appropriate relative weight for evaluating a tender. These provisions strengthen the hands of contracting authorities in integrating environmental concerns in procurement decisions, provided the condition of non-discrimination is satisfied. Thus, the GPA does not place any barrier in integrating environmental concerns in purchasing decisions by national and sub-national governments; instead, it promotes such practices.
There are no explicit provisions regarding social issues in the GPA. In the absence of such a support, many have relied on the general principle of non-discrimination, which is the cornerstone of international trade, to argue in favor of the GPA supporting inclusion of social considerations in procurement decisions. The EU has come up with its own set of rules for promoting social dimensions of sustainability through procurement, although the primary objective of the EU’s procurement directive is to create a single market. The WTO GPA prohibits origin-based discrimination only when procurement value is above the threshold limit and falls within the scope and coverage of the agreement. Casier (2019) supports this argument and has noted that the Agreement does not cover origin-based procurement below the threshold limit, or the exception explicitly listed in its Annex 7 General Notes. The WTO GPA even permits preferential treatment to specific groups (such as SMEs, women-owned businesses, or social enterprises) in procurement, based on characteristics other than the origin, provided it is not used to favor local suppliers implicitly. Semple Abby (2017) has argued that USA and Canada have used these features of the GPA and entered certain limitations to its coverage in its Annex 7 General Notes. Accordingly, they have been pursuing their national development objectives—favoring small or minority-owned businesses, including set-asides, price preference, and exclusive rights to provide goods and services—by explicitly listing them as exempt in the annexes or not linked to national origin (Casier 2019).
Therefore, it could be seen that a contracting authority in any signatory country to the GPA has the freedom to decide its requirement in terms of what is to be purchased. The GPA generally enforces how those purchases are made by prescribing a detailed procedure. Similarly, the GPA only cares about how standards, public or private, are made rather than their substance. The use of the words “or equivalent” in tender description acts as an effective guarantee to vendors to establish compliance to the label or standard specified in a tender in alternative manners. Therefore, the use of ecolabel/voluntary standards in the tender description would not invite any sanction from the GPA unless an ecolabeling program effectively denies market access or discriminates against another country’s goods.
In a nutshell, the technical specifications and award criteria in the GPA explicitly endorse environmental concerns in procurement decisions for promoting national objectives. Although there is no explicit mention of social concerns in the GPA (as discussed), provision regarding international standards provides enough opportunity to use social standards like Fair Trade, SA 8000 for procurement of goods and services. Steiner (2018) has argued that even if social aspects are not explicitly mentioned, one can use them as long as procurement is consistent with the basic principle of the GPA, such as non-discrimination and transparency. There is “constructive ambiguity” surrounding social aspects, which means that though there is no complete agreement on everything, a program has been put in place to discuss this in more detail and arrive at a consensus. Thus, it gives flexibility to signatories to the GPA to use social aspects in procuring goods and services.
Most members of the WTO GPA, such as the EU, the USA, Canada, Australia, Japan, Republic of Korea, New Zealand, China, and Hong Kong, have a long history of sustainable procurement programs. They have well-established legal policies and institutional frameworks to promote sustainability in their procurement decisions. They can leverage their public procurement power to enhance their procurement decisions’ environmental and social sustainability outcomes while still being a party to the GPA. Steiner (2018) has noted that EU’s directives on public procurement regarding sustainability issues are, in a sense, interpretations of the GPA. Such a broad use of procurement to pursue the environmental and social objectives shows that at a macro-level, there is no conflict in promoting sustainability objectives through government procurement and promoting international trade and market access through a binding agreement such as the GPA. Therefore, based on the overwhelming evidence, opinions, and literature, it can be concluded that the GPA does not in any way prohibit the inclusion of environmental and social sustainability in procurement decisions. However, it is also noted that, despite the GPA's existence since 1979, only 20 parties representing 48 WTO members have ratified it. This demonstrates that public procurement remains a highly sensitive issue in all countries, including industrialized ones. For example, President of the USA signed an Executive Order in January 2021 to maximize the use of taxpayer dollars on domestic products and services in order to strengthen the industrial activities and create local jobs. Political pressures to do more for domestic industries through public procurement exist in most countries. Therefore, argument for harmonizing product standards throughout nations to accelerate SPP implementation now no longer makes a tremendous experience due to the fact that default response of governments would be to stall imports of services and products and shield domestic industries and employments. Such arguments will make sense only if these countries are already a member of an economic trade block. Therefore, creation of a trade block is a precondition for the success of harmonization of standards with a view to scale up SPP implementation.
However, there is a need to dispel this notion that international trade and achievement of national development objectives through public procurement is a zero-sum game, not in favor of the latter. Six years have already passed since adopting the 2030 Agenda for Sustainable Development. The GPA is yet to conclude its Work Program on sustainability consideration in procurement and participation in SMEs. Such a crucial multilateral global organization cannot risk being seen as standing in the way of achieving SDGs that move away from a narrow perspective on economic development to an integrative agenda, simultaneously pursuing ecological, social, and economic goals. International trade and foreign investment are critical economic sectors that can support many of these goals. It would be interesting to watch how international trade negotiations embrace SDGs, and the GPA concedes further policy space to countries to leverage government procurement to achieve sustainable development.
7.1.2 Procurement in the Context of Circular Economy
Circular procurement can be broadly understood as procurement that supports the transition from a linear economy to a circular economy. Thus, it creates demands for products that leave no harmful external impacts/waste; promotes durability, repair, and reuse at the end of life; eliminates toxic elements; promotes the use of renewable energy; and minimizes harmful substances. There is no universally accepted standard definition of circular procurement. Countries and organizations have adopted a particular definition to suit their own context. EU (2017) has defined.Circular procurement as the process by which public authorities purchase works, goods or services that seek to contribute to closed energy and material loops within supply chains, whilst minimizing, and in the best case avoiding, negative environmental impacts and waste creation across their whole life-cycle.



Thus, it can be seen that circular procurement enables contracting authorities to consider maximizing a product’s life span through repair and reuse, including how to reuse or recycle products once they reach their end-of-life stage so that businesses do not always need virgin resources to meet their consumption needs. The definition adopted by the Netherlands emphasizes on recovering valuable materials at the end-of-life stage and increasing the product’s life by employing various methods.
This perspective has far-reaching impacts. Indeed, traditional public procurement processes with a transactional approach cannot achieve circular economy objectives. Therefore, moving to circular procurement will necessitate a change in how the procurement process is managed, making contract management a critical stage in the procurement cycle for achieving circularity goals. Moreover, it requires flexibility in designing tender conditions so that a vendor offering the best circular solutions gets the contract. In a nutshell, circular procurement could be considered a mindset rather than a concrete well-defined discipline, thus leaving much scope for creativity, innovations, and experiments across a broad spectrum of supply chains.
Some authors have argued that sustainable procurement is a tool or a strategy for a linear economy where one is trying to embed sustainable practices for better outcomes. If we take this to be true, then in contrast, circular procurement is about approaching the production-consumption cycle with a multi-dimensional mindset aimed at making system change, buying and using things differently, and enhancing product life. Therefore, it is more like a system approach and in line with the circular economy concept. The traditional focus of sustainable procurement has been buying sustainable products and using them in a sustainable manner to reduce life cycle impacts. In circular procurement, it is not just these aspects, but it also involves going back to the design stage; procurement based on performance specification does the same in sustainable procurement. While pursuing sustainable procurement for advancing environmental benefits, contracting authority sometimes has to trade-off between environmental benefits and socio-economic benefits. However, in circular procurement approach, contracting authorities can deliver all three objectives simultaneously.
Despite some differences in details between the two, EU (2017) views circular procurement as an approach for greening procurement that emphasizes leveraging procurement power to accelerate transition from a linear economy to a circular economy. On the other hand, UNEP (2018) considers the concept of circular procurement as being a part of and contributing to the broader notion of sustainable procurement. Among different approaches for integrating circularity in public procurement, none of them are unique to the extent that they were not a part of the narrative to adopt a sustainable procurement policy. Therefore, it is challenging to separate sustainable and circular procurement from each other, and in fact, they complement each other.
Contracting authorities can follow different approaches to transition to the circular economy depending on how one drafts specifications and requirements in RFPs and RFIs at the tender inviting phase.2 Apart from technical aspects of the products, the “use” phase of products plays a crucial role in determining how circular a procurement process is. Therefore, successful circular procurement requires a strong collaboration between purchasers and suppliers to achieve circularity in the design and manufacturing of products (going back to the design stage). In addition, it also requires collaboration with key stakeholders within the organization to ensure longevity of products by reuse, refurbishing, and remanufacturing. Alhola et al. (2018), based on circular procurement experiences in the EU, suggested four approaches for integrating circularity in the procurement process depending on the national context and maturity of the market for innovation. They are:	a.
procurement of product or services as per circular criteria in tender specification;

 

	b.
moving from procurement of product to procurement of services;

 

	c.
procurement of new and innovative solutions aimed at achieving a circular economy; and

 

	d.
procurement promoting industrial symbiosis and circular ecosystem.

 





In fact, shifting from procurement of products to services is one of the most popular approaches for encouraging circularity and has a very high impact. It starts with a rethink of our need—do we want to purchase a product, or do we want to buy the function or outcome that the product provides? How could the contracting authority ensure that the right incentive is in place for vendors to deliver the most resource-efficient solution? These questions lead contracting authorities to think of performance-based procurement and procurement of services instead of a product. Exercising choices at the design stage of a product has an enormous impact on whether the product at the end of its life is suitable for repair, refurbishment, or reuse. Therefore, using functional product specifications in a tender by contracting authority provides an excellent opportunity for vendors to innovate and design a product that respects circularity principles.
Importantly, in this approach, ownership of products rests with vendors, thus incentivizing vendors to satisfy customers with fewer units, supply the most resource efficient solutions, and take back materials used in the cycle, thereby reducing environmental impact of production. Contrast this with regular traditional procurement options. As shown in Fig. 7.1, in case of a product purchase, while a vendor wants to sell a higher unit of product to the purchaser, the contracting authorities want to buy a fewer unit of products from the vendor to meet their requirement. Thus, the business interest of purchaser and vendor is diametrically opposite. When one moves from purchasing a product to purchasing a service, the business interest of both purchaser and vendor gets aligned, and a better sustainability outcome is achieved. Since the vendor is paid based on per unit of service provided to the contracting authority, the vendor has a potential economic interest in reducing the amount of resources consumed (UNEP 2000). Having greater control over a product that manufacturer produces also means that they keep ownership of the embodied energy and materials at the end of life, thus enabling design for dis-assembly, availability of spare parts, easy maintenance, reconditioning, reuse, and recovery. Besides, it will also motivate producers to extend product life through higher reliability, maintenance, repair, and upgrading.[image: ]
Fig. 7.1Product-service system


Buyers’ shift from “ownership” to “access to” service is at the core of the circular economy, and it has been around for quite some time. However, this approach rose in prominence only when the concept of the circular economy started getting traction in business and government. One of the widely talked about cases of this approach has been procurement of “Lighting as a Service” by Schiphol Airport, Netherlands, for its 9,000 square meter terminal building from Philipps in 2016 to promote a circular economy. Schiphol pays only for the light it uses in this contract, but Philips owns the terminal’s 3,700 lighting fixtures and installations (Philips 2016). Today, this approach has become very popular, and many services such as “photocopying as a service,” “printing as a service,” “office space as a service,” etc., have become mainstream in many parts of the world. Encouraging rental and leasing solutions via product-service systems has a solid potential to decouple consumption from economic growth. They offer the possibility of meeting needs with fewer resources and lesser energy requirements.
Contracting authorities also benefit because they need to pay only for uses and thus are able to better control the outflow of expenditure. Further, they do not have to deal with assets that depreciate with time and become waste at the end of life. The responsibility for waste management rests with producers, thus taking the benefits of extended producer’s responsibility. Since the product in this approach is taken back by the OEM, they have the opportunity to reuse, refurbish, remanufacture, and thus recover the remaining economic value in the product and at the same time extend the life of the product. This approach thus offers a win–win for both purchasers and vendors while encouraging closed-loop production and consumption cycles.
While embedding circularity principles in purchasing decisions, it must be appreciated that various markets have different maturity levels and the best model suited to create circular demand and solutions depends on prevailing conditions and options available to market players and supply chain partners (SPP Regions 2017). Depending on the context, market maturity, and products, one may use different approaches to decouple resource use and environmental degradation while simultaneously improving human well-being. The system-level changes for closing the material loop would require a very high degree of collaboration between the contracting authority and vendors, resulting in complex contract management.
Though in the realm of public procurement, circular procurement is still in its infancy in most parts of the world, the circular economy as a concept has taken hold, and everyone is excited about it. Many countries worldwide are trying to internalize the circular economy concept in policymaking, with some already advancing the circular economy in the context of the full spectrum of benefits it can provide. However, it requires creative thinking by both suppliers and purchasers—by suppliers regarding how to innovate and create value; and by purchasers regarding how to reward innovation and value offered by competing bids. If handled in a collaborative process, it can shift the market by triggering a strong innovation cycle at the vendor’s end to respond to the new market demands. These developments allow us to look at broader opportunities within production and consumption to further environmental, social, and economic benefits. In the coming decades, it would be interesting to watch how different organizations adopt circular procurement to enable the circular business model to flourish in the market for the benefit of all.
7.1.3 Sustainable Procurement and Industry 4.0
We have come a long way since 1649 when Blaise Pascal invented the Pascaline, a prevalent mechanical computer capable of adding, subtracting, multiplying, and dividing two numbers. Today, it is difficult to visualize anything or any sector that has not been impacted by information technology. The current COVID-19 pandemic has prioritized and accelerated digital shift in all sectors. More and more businesses and governments are exploring ways to organize their core processes by leveraging emerging technologies. According to the World Bank (2021), new emerging digital technologies have a significant potential to strengthen the strategic function of public procurement within governments and society at large.
Earlier, many governments shifted to an e-tendering/e-procurement platform to create process efficiency, enhance transparency and control, and reduce purchasing price through better competition. What distinguishes the current digitization trend from earlier one is the arrival of a range of digital changes in industrial sectors such as Internet of Things (IoT), Artificial Intelligence (AI), and Robotics, often known as Industry 4.0. As the Fourth Industrial Revolution (Industry 4.0) gathers steam, digital innovations are becoming faster, efficient, and accessible to all. It is a no-brainer then that bringing this digital prowess in the realm of sustainable procurement and supply chain must be at the forefront of strategic thinking to minimize impacts of purchasing decisions on environment and society. As per the report published by PwC, the most straightforward application of these technologies could be—bringing transparency in supply chains and sustainable sourcing of raw materials (PwC 2018). These technologies will inform procurers what is being procured, where the product is being manufactured, who is involved in the production process, how it is transported, and how it is stored.
Table 7.1 summarizes the potential use of different technologies in public procurement. It is often a combination of these technologies, such as Blockchain with IoT that yields positive results and economic savings. Using the ability of IoT devices to generate, capture, and transmit data from connected devices offers the opportunity to improve sustainability. The ability of getting data from IoT devices means that it is possible to use this information for tracing the origin of products. Various organizations such as Capgemini (Robey 2020), Enevo (Enevo 2020), Plastic Bank,3 Phillips (Philips 2016), etc., are already embracing digital technologies to drive additional values from existing supply chain setups.Table 7.1Potential uses of digital technologies in public procurement
source: based on (EC 2020)



	SN
	Technology
	Potential uses in public procurement

	1.
	Blockchain
	• A trusted, secure, and transparent data backbone
• Ensuring transparency and reducing the scope for corruption
• Automation through smart contracts

	2.
	Big data and data analytics
	• Support to decision-making—analysis and evaluation
• Analysis of corruption
• Transparency through data visualization

	3.
	Artificial intelligence
	• Analysis and evaluation—procurement data, government spending, and stakeholder sentiments
• Categorization of government spending
• Contract preparation and management
• Automation of procurement process

	4.
	Robotics process automation
	• Gathering and verifying information about suppliers
• Invoice generation and payment

	5.
	Internet of Things
	• Assess tracking
• Forecasting, inventory, and automated ordering

	6.
	3D printing
	• Production of prototype
• Production of supplies

	7.
	Robots and drones
	• Delivery of materials and supplies
• Monitoring of project progress





7.1.3.1 Use of Blockchain in Improving Sustainability
Among various technological developments in recent times, blockchain technology has profound implications for supply chain sustainability. As per IBM, blockchain is a shared, immutable ledger that facilitates the process of recording transactions and tracking assets in a business network. The key elements of a blockchain are—Distributed Ledger Technology, Immutable Records, and Smart Contracts. All network participants have access to the same distributed ledger and its immutable record of transactions. Thus, no participant can change or tamper with the transaction once a transaction has been recorded to the shared ledger. Furthermore, all transactions are governed by a set of rules—called a smart contract mutually agreed to by network members, stored on that blockchain, and executed automatically without human intervention.
Each block represents a packet of transaction records (who, what, when, where, how much, and condition such as product temperature) related to any assets—tangible or intangible as it moves from one place to another or from one supply chain participant to another. Each transaction creates a new permanent block of information that can only be read but not altered. Further, each block is sent to all supply chain participants to verify, and only after verification it is added to the chain. These blocks are connected in chronological order and prevent any new block from being inserted between two existing blocks. Finally, these transactions are recorded in a digital ledger over a network of computers in a decentralized manner, thus removing any possibility of tampering by any participant and building a ledger of transactions that the network participants can trust.
The use of blockchain in the supply chain comes with many benefits. In the past, many businesses were unable to push their sustainability goals into practices because they had no visibility of their supply chain beyond tier 1 vendors. With blockchain, the moment a transfer of goods is registered on a digital ledger, the same information regarding quality, price, date, and transaction location is available to all parties, thus improving visibility across the supply chain. It would eliminate the need to seek evidence and verify data related to a vendor’s sustainability practices. One can get an untampered record of the entire product history, which proves that products under consideration come from ethically sound sources, thus giving assurance of fair work practices and eliminating the need for third-party verification. Such visibility will help early detection of sustainability risks such as counterfeits, unethical sourcing practices, and deviation from standards in the supply chain; and ensure efficient and transparent transactions. The early detection of deviation from standard in the upstream supply chain will minimize the occurrence of a product recall, thus minimizing GHG emission during transportation and saving other resources.
It is only a matter of time before governments and corporations will commence applying a carbon tax on GHG emissions occurring in a supply chain. However, to ensure that such a tax is applied correctly, the quality and traceability of GHG emission data needs to be trustworthy. Blockchain will ensure that GHG emission taking place in a supply chain is correctly reported and taxed. Similarly, there are many areas where blockchain technology could be found very useful for enhancing sustainability. Based on the various researches such as Ahlstrand (2018), Chandan, A. et al. (2020), EC (2020), and World Bank (2021), Table 7.2 summarizes how blockchain technology can address different aspects of sustainability in the supply chain.Table 7.2Potential use of Blockchain in improving sustainability outcome


	Sustainability issues
	How blockchain can improve sustainability outcome

	Credential of vendor’s sustainability record
	By making available credible and verifiable historical performance and sustainability data related to vendor

	Supplier development
	The recorded information related to knowledge and other support given to suppliers can be used for performance measurement of supplier development program

	Purchasing
	• Data related to materials and movement of product could be used to verify sustainability credentials of products
• Ability to track the source of products could be used to access loss of biodiversity and resource depletion

	Transportation
	Data related to mode of transportation, number of transhipments, etc., can provide visibility about GHG emission

	Waste management
	Tracking the information related to where and how waste is disposed could help minimization of waste and safe disposal of hazardous waste

	Take back of materials
	Information related to location, quantity, OEM, etc., of product at the end of life could improve the efficiency of the process for managing return flows

	Circularity of resources
	Information regarding purchase date of a product, repair history, etc., can assist in determining correct value of product

	Child labor
	IoT along with blockchain can provide information regarding whether child labor has been employed in production process

	Employee wages
	Payment made to employee is recorded onto blockchain in an immutable way

	Sourcing from local source
	Using blockchain technology, it is possible to find correct information about the origin of the product

	Safety of food products
	Information regarding product content, expiry date, etc., ensures that product is safe from the health point of view




Though different experiments on the use of blockchain technology in improving supply chain sustainability are being carried out, there is yet to emerge a credible model for its adoption by contracting authority in procurement decisions to enhance sustainability outcomes. Furthermore, since the information available on blockchain networks would be fully transparent, a robust governance framework would be required to ensure a secure data exchange among various partners that gives confidence to stakeholders in using this technology.
There is no doubt that transparency and immutable characteristics of blockchain can empower contracting authorities to get acquainted with a product’s history and decide what best suits their sustainability requirements. However, various researchers have pointed out issues such as scalability (Croman et al. 2016) and interpretability of data (Saberi et al. 2018) that need to be addressed before its application in actual use case scenarios. Besides, there is a regulatory challenge as governments worldwide are yet to come up with laws governing the use of blockchain technology (Chandan et al. 2020). The challenge for innovators, businesses, and governments is to scale up use of such technologies by making sustainability considerations central to their broader development and use.
7.1.3.2 Use of Internet of Things (IoT) for Improving Sustainability
As per Oracle, the Internet of Things (IoT) describes a network of physical objects—“things”—that are embedded with sensors, software, and other technologies to connect and exchange data with other devices and systems over the internet.4 In the last two decades, it has emerged as the most critical technology of the twenty-first century that can facilitate seamless communication among people, processes, and things by connecting everyday objects with the internet. The primary purpose of IoT is to collect data from the real world and translate that data into information, thus facilitating decisions by the users/systems. By combining IoT devices for collecting and communicating captured information with blockchain certifying its authenticity, one can assure the viability of supplies along the entire supply chain. For example, in a pharmaceutical supply chain, it is possible to know whether a particular vaccine was stored at optimum temperature at various stages during transportation from manufacturing to hospital and identify potential fraud and manipulation during transit. The health worker administering the vaccine to the patient has a full view of the product, i.e., provenance, transformation process, transportation, etc., on the blockchain network pertaining to that particular batch of vaccines.
In 2019, the European Commission commissioned a study on the uptake of emerging technology in public procurement. EC (2020) took inventories of how emerging technologies such as AI, Big Data, Data Analytics, Blockchain, Robotics Process Automation, Augmented and Virtual Reality, IoT, and Drones are applied to public procurement by organizations worldwide. It found that out of the 96 such initiatives in digital technologies, none was exclusively aimed at improving sustainability in public procurement decisions. Earlier in 2018, a finding by Deloitte was quite revealing about the use of these technologies in the supply chain despite many potential benefits. Deloitte (2018) highlights that currently, only a few industry leaders and front runners are adopting these technologies to improve procurement decisions’ efficiency and effectiveness. However, in today’s fast changing world, this number is increasing day by day. It is up to the governments and organizations to come up with appropriate rules and regulations around these technologies so that stakeholders in their jurisdictions gain confidence about using them optimally without fear of running afoul of local laws.
7.1.3.3 Sustainability Concerns in Using Technologies
While the increased use of digital technology in procurement can significantly enhance sustainability benefits, ironically their use is also a matter of concern from other sustainability points of view. For example, IoT devices generate a massive amount of data, require a way bigger size of a data center, and as a consequence require more energy. PwC, in its report 2018, highlighted a similar concern on energy usage and resulting GHG emission as a result of cryptocurrency, Bitcoin. It stated that servers’ global energy consumption for running software for blockchain-powered Bitcoin is almost that of Ireland. Similarly, there is also concern regarding waste generated as a result of 3D printing. In our rush to adopt new technologies for addressing sustainability concerns, the resulting sustainability issues cannot be wished away. We thus need to look at net sustainability gain while adopting a new technology. In the same vein, before passing any judgment on using these technologies for improving the sustainability outcome of a procurement decision, the net gain must be considered. While the use of blockchain with IoT offers an excellent opportunity to scale up SPP implementation by empowering contracting authorities to verify sustainability claims of vendors, it is still early days for adopting these technologies in the supply chain. Only when tangible examples of overall success become evident, will the use of these technologies start mainstreaming.
Another genuine concern regarding the use of these technologies is in relation to SMEs. There is no doubt that, at least in the short run, mainstreaming sustainability concerns in purchasing decisions disproportionately affects SMEs’ ability to win contracts for sustainable products, works, and services, and their profitability. For blockchain and IoT to become fully functional and start giving potential sustainability benefits, all stakeholders in the supply chain need to embrace these tech. This might require extra cost and knowledge for digitization of the process at the vendor’s end, which adds to SMEs’ burdens. For example, to audit whether a particular SME has been paying minimum wages to its workers, monthly salary data of workers need to be digitized and linked to a blockchain platform. There could also be concerns about the interpretability of data and standardization of different blockchain platforms.
Similarly, vendors would be required to install IoT devices at different locations and at different stages of production to capture and transmit data to stakeholders in the blockchain network. Added to this is the cost of application development. The cost of IoT application development will vary depending on development complexity, number of features, etc. According to Shrivastava (2021), developing a simple IoT application costs around $30,000 to $40,000. Therefore, one would need to put in frameworks for sharing the cost between contracting authority and vendors. Putting these together might act as an additional barrier for SMEs’ participation in government tenders.
Integration of blockchain and other technologies will have impacts on procuring authorities too. Implementation of SPP policy puts an extra layer of complexity in public procurement decisions, requiring procurement officials to train on sustainability issues. It also creates a role for sustainability professionals, hitherto having no role in procurement decisions, at various purchasing decisions, thus making procurement officials dependent on advice from sustainability professionals. While this is good for overall sustainability outcomes; nevertheless, it results in delayed decision-making. With the advent of new tech, the worry is—will the integration of blockchain technology, IoT, AI, etc., in purchasing decisions add another layer of complexity, requiring additional training and further diffusing procurement responsibility? While there is no doubt about the transformational nature of these technologies in bringing sustainability benefits, their deployment requires a far more nuanced sustainability strategy that considers the impacts of their deployment not only on different stakeholders but also their economic, social, and environmental impacts.
Recent decades have seen the emergence of new technologies clubbed together as Industry 4.0, and more recently Industry 5.0, with profound impacts on all sectors. This includes significant impacts on sustainability outcomes of purchasing decisions too, some of which has already been discussed. Current sustainable procurement policies will change in keeping with the times. As laws related to data protection, AI, blockchain, etc., get formulated, they will directly influence public procurement legislations (World Bank 2021). As explained earlier, the use of blockchain in sustainable procurement practices has immense potential in terms of reducing environmental impacts and incentivizing vendors to undertake environmentally sustainable action. However, to realize the opportunities that blockchain and other technologies can create, governments will need to invest in innovation and digital infrastructure, develop/reform laws, and build robust data protection and maintenance regimes.
7.1.4 Recent Trends in the Use of Public Procurement for Achieving Sustainability Objectives
Public procurement is, a bit belatedly, emerging as the new darling of policymakers and multilateral organizations. They are increasingly becoming imaginative, innovative, and ambitious in using public procurement for achieving diverse objectives focusing in specific sectors. As a result, the number of initiatives focused on using public procurement to mitigate a particular risk in specific sectors such as health, tourism, textile is growing. For example, the One Planet Network SPP Program has identified constructions, health, and IT as priority areas for actions in its strategic program for 2019–22 (UNEP 2019b). Similarly, several initiatives on using public procurement to address particular areas of environmental and social concerns such as circularity, climate mitigations, human rights, modern slavery, etc.‚ have been growing. Though it is impossible to catalog all initiatives, a few need to be highlighted.
7.1.4.1 Public Procurement for Home-Grown School Feeding Programme
Many governments worldwide have school feeding programs to improve enrollment in schools and provide access to nutritious and safe food to growing children. According to FAO & WFP (2018), three hundred and sixty-eight million children in the world are getting benefitted daily through school feeding programs in their country. As a next step, FAO has started promoting Home-Grown School Feeding Programme (HGSFP) in Africa, intending to increase the market participation of smallholder farmers besides the conventional objective to increase school children’s access to fresh and diversified food (FAO & WFP 2018). The program has additional objectives such as moving people out of poverty (SDG 1) and hunger (SDG 2), contributing to the empowerment of women (SDG 5), increased income to local communities (SDG 8), and reduction in inequalities (SDG 10), thus, achieving multiple SDGs.
The concept of HGSFP was launched by the New Partnership for the African Union in 2003 (FAO & WFP 2018). Public procurement intervention is central to this program. It is used to purchase food from local farmers or their associations to supply schools with the necessary inputs for school meals. Unfortunately, typical requirements of public procurement regulations and processes hinder the participation of smallholder farmers. Recognizing the possibility of procuring food from smallholder farmers is often not accompanied by recognizing the need to align public procurement rules and practices and create mechanisms to address barriers to the entry of smallholder farmers in this commendable initiative. Therefore, the critical challenge of SPP for HGSFP is how to make procurement rules and practices that enhance the participation of smallholder farmers and their associations.
Under this program, many countries in Africa have taken administrative, legal, regulatory, capacity building, and supply-side measures to facilitate smallholder farmers’ access to HGSFP through procurement. Some of the important ones are given below:	optimizing size of contract to the amounts that smallholders or their organizations are capable of supplying;

	increasing tender opening time so that farmers or their organizations can respond to tender opportunities;

	giving a price preference to smallholders or their organizations for procurement under the HGSFP;

	obliging contracting authorities to make payment to smallholders or organizations linked to them within certain days of supply;

	providing support to smallholders or their organizations in preparing tender documents and proposal.





One may point out that there could be a trade-off between preferential procurement schemes with the principle of fair competition. However, countries have managed this trade-off within the legal regime by establishing safeguards that have led to a win–win outcome.
The program has many benefits. It connects smallholder farmers to markets in the nearby locality, thus increasing both supply and demand. The program provides local farmers with a ready market for their produce, leading to a stable income and higher productivity. Children get benefitted from eating fresher, healthy, nutritious, and diversified foods. It can spur significant economic development outcomes when integrated with other school-based health and nutrition, environment, and water and sanitation interventions.5

The program can contribute significantly to SDG2 (ending hunger, achieving food security and improved nutrition, promoting sustainable agriculture) and SDG4 (quality education). HGSFP is a relatively new concept, but it is increasingly becoming popular with national governments and donor agencies. In Brazil, the National School Feeding Programme is catering to approx. 41 million children, with important positive impacts on their nutrition and a significant impact in terms of rural development and improved small-scale farmers’ incomes (Schneider, S. et al., 2016). The World Food Programme (WFP), Food & Agriculture Organization (FAO), and others have joined hands to create a Resource Framework to design and implement a government-led Home-Grown School Feeding program. Till now, WFP has supported 46 countries in developing their Home-Grown School Feeding program.6 The program has grown so much that Swensson et al. (2021) have come up with two volumes on “Public food procurement for sustainable food systems and healthy diets” in which more than 100 authors have contributed; it is a great resource for understanding nuances of the Home-Grown School Feeding program.
The program is yet another successful example of how governments are leveraging public procurement for achieving diverse objectives. It would thus be myopic to relate sustainable procurement to only environmental considerations; use of public procurement for achieving diverse social objectives had originated long before the green procurement concept came knocking on the doors of developed countries.
7.1.4.2 Sustainable Procurement in Health Sector (SPHS)
The need for a robust and resilient health sector, as has been more than amply highlighted by the current pandemic, cannot be emphasized enough for a flourishing economy and society. An effective health system is essential for not only providing care and medication to patients suffering from various diseases, but also making institutional efforts to promote holistic wellness to prevent these diseases. Any expenditure on the healthcare system is, in fact, an investment with a high positive return as it directly results in economic growth; it facilitates more numbers of people to participate in economic activities. Over the years, the world has made rapid progress in improving human health. As a result, life expectancy has improved, mortality rate has declined, and several diseases have been eradicated. However, we have also seen a rise in the frequency of pandemics like SARS, COVID-19, etc. There is scientific evidence suggesting that human activities have led to a loss of biodiversity, extinction of many species, air and water pollution, and waste generations, leading to breach of many planetary boundaries. The COVID-19 pandemic has highlighted the disturbing reality of the fragility of our global economy, the insufficiency of our social safety net, and the interconnectedness of the health of people with the health of the planet. Therefore, even a small action that can contribute to reversing this trend is worth trying to prevent the world from going off track in achieving SDG3—good health and well-being—and other interconnected SDGs.
There is a growing realization that the health sector and its supply chain significantly impact the environment and society, both upstream and downstream. Delivering healthcare services also contributes negatively to climate change, chemical contamination, resource depletion, biodiversity loss, air and water pollution, and hazardous waste generation. It is estimated that healthcare systems in different countries are responsible for approx. 5% to 10% of their national GHG emission, amounting to about 4.4% of the world’s total GHG emission (Karliner et al. 2019). National governments and the UN agencies together, largest buyers of healthcare products and services, can contribute significantly towards decoupling healthcare impacts from healthcare delivery by leveraging their procurement power. The UN organizations have already acknowledged the vital role of public procurement as an entry point for bringing transformational changes in the healthcare supply chain. In order to tap this opportunity and exploit their combined purchasing power of around US$ 3.9 billion annually (UNDP 2020a), seven UN agencies and three Multilateral Health Financing Institutions have started a new initiative called the UN Sustainable Procurement in Health Sector (SPHS) to move markets towards sustainable consumption and production. The United Nations Development Programme, the secretariat of the UN SPHS, and Health Care Without Harm have launched the Sustainable Health in Procurement Project (SHiPP) in ten countries to transform this objective into actual practices in the health sector.
Since its inception, the UN SPHS has developed several initiatives for capacity building, networking, and developing best practices guidelines in the health sector. As a result, they have a formidable voice in sustainable procurement in health sector in less than a decade. However, what is commendable is their attempt to develop a Sustainable Procurement Index for Health (SPIH), a common framework for determining the desired sustainability outcome that can provide confidence to buyers and suppliers. The initiative is unique because it has not been attempted before in a public procurement setting. It strives to establish a globally recognized Index to measure and communicate the sustainability credentials of the supply in the health system across selected key sustainability aspects. It, thus, aims to provide a platform for buyers to have complete visibility of suppliers’ sustainability performance while making a purchasing decision. Further, it would thus fulfill the long-perceived void by stakeholders on the need to have standardized sustainable procurement criteria and measurement tools for health products.
When UN SPHS began this project, they did not have a clear idea of how the final Index will look. Therefore, one of the vital components of the Terms of Reference (TOR) for engaging consultants in Request for Proposal (RFP) was identifying key environmental and social areas relevant to sustainable health procurement, defining the components, relative weighting, and scoring mechanism for the Index and measuring the overall score of the Index (UNEP 2019a). Since such work was being done for the first time, UN SPHS nominated a multi-stakeholder expert group to provide technical decisions, review deliverables, and steer the development of the Index. Members of this group come from diverse sectors and disciplines representing national governments, multilateral institutions, universities, and NGOs.
The work on SHIP has progressed well, and the conceptual framework of the SHIP—key indicators and criteria and scoring mechanism—has been finalized in the form of a spreadsheet where inputs provided by vendors are used to determine the outcome. While developing the Index, it has been kept in mind that suppliers across different markets are at different levels of development in terms of their sustainability practices. Therefore, while encouraging and rewarding excellence in sustainability, the Index should not become a significant entry-level barrier for them. The SHIP has identified four core areas, namely GHG emissions, resource depletion, chemical/toxicity, and human and labor rights, for inclusion in the Index. It has adopted a progression-based approach, meaning suppliers must fulfill all criteria in one level before progressing to the next. It will use both data provided by suppliers and those obtained from external sources as inputs to determine the outcome. As per the current understanding, the SHIP will inform decision-makers during the procurement process—pre-qualification, contract management, or performance enhancement (UNDP 2020b). The work of the project has come to an end, and SPHS is currently in the process of disseminating information on SPIH through webinar (SPHS 2021) and running pilots in selected countries.
The Index attempts to capture the organizational sustainability performance of vendors at the lower level of the Index and gradually moves to capture product sustainability performance at the higher level of the Index. Combining sustainability criteria of two stages namely specification definition and selection criteria in a single Index may invite legal challenges in some countries while positioning it within the procurement requirements. For instance, EU’s procurement directives do not give unrestricted freedom to contracting authorities to choose any technical capabilities as exclusion criteria. Thus, the contracting authority cannot exclude a firm based on not following sound environmental policies in managing its business unless it has a connection with anything required in delivering the goods and services under the contract. Similarly, the considered view on provisions of EU Directives 2014/24/EU and 2014/25/EU has been that technical specification of a particular work, supply, or service being purchased needs to relate to characteristics and not to the general capacities or qualities of the economic operator (EC 2016). A similar legal framework on public procurement in other parts of the world cannot be ruled out. Therefore, more extensive use of SPIH for procurement decisions by contracting authorities at the national level might face some roadblocks in future in some countries. It would be interesting to watch the pilot phase of actual application of SPIH in the SHiPP countries and how it later spreads out to other parts of the world in terms of health procurement. Based on their success, other sectors may develop their own Index for procurement in the future.
The proposed SPIH represents an effort towards creating a new tool for measuring the sustainability performance of vendors and using such an Index for procurement decisions in a transparent way. However, the potential costs of implementing it across the globe is not yet immediately clear. Currently, vendors’ inputs must be validated by buyers or by a third party to ensure transparency and objectivity of the tender procedure. If it is to be verified by purchasers, then it puts extra pressure on them (as they are not very conversant with sustainability aspects) and thus limiting their enthusiasm to wholeheartedly adopt this Index for their procurement needs. This could also result in delays in the procurement process. If, on the other hand, it is to be verified by a third party, it would increase the cost and would require a working mechanism to share this cost between procurers and UN SPHS.
Further, vendors are likely to incur some cost on SPIH compliance, thus putting small vendors at a disadvantage compared to the bigger ones. It is to be seen if national governments or UNDP would be willing to develop some financial intervention around this issue.
In conclusion, while the benefits of such an Index are tremendous in moving the market towards sustainable consumption and production, certain aspects, such as those mentioned above, need to be further discussed and planned before a final rollout. Nonetheless, the Index looks quite promising in the sense that for the first time, UN SPHS is attempting to standardize the criteria for selection of vendors for procurement of goods and services in health sectors globally, and this is sure to throw up many promising outcomes.
7.1.4.3 Responsible Antibiotics Manufacturing Platform
Antimicrobial Resistance (AMR) is comparatively a new phenomenon, but it is increasingly spreading worldwide. It is estimated that the global death toll attributed to AMR may reach 10 million per annum by 2050 (de Kraker 2016), exerting a drag on the global GDP of 1.1 to 3.8% points between now and 2050 (World Bank 2017). The former UN Secretary-General, Ban Ki-moon, has described AMR as a fundamental threat to global health and stated that failure to address this issue would put the sustainable development goals in jeopardy (UN 2016). While awareness on the issue has been gathering pace as its impacts on global health are becoming increasingly evident, decisive action to address those impacts has not been effective due to the complexity of the issues involved. The issue is truly global as while most antibiotics manufacturing takes place in China and India, where strict implementation of regulations may not be up to the desired level, their consumption happens all across the world. Therefore, SIWI (2020) has argued that reducing emissions from antibiotics manufacturing is a shared responsibility between stakeholders on supply and demand-side.
While there could be diverse approaches, with their advantages and disadvantages, of addressing this global menace, a practical and straightforward approach for keeping antimicrobial compounds out of the environment would be to prevent them from being present in the industrial discharge above a certain permissible level. To minimize the discharge of antibiotics into the environment from manufacturing plants and to gain broader sustainability objectives, a multi-stakeholder global initiative called Responsible Antibiotics Manufacturing Platform (RAMP) was launched in 2020. It works through a growing network of global pioneers in responsible antibiotics, procurement, and manufacturing, including leading procurers from Europe, UN agencies, and relevant networks in low- and middle-income countries. The core idea of RAMP is to leverage “power of procurement” to provide the right incentives to manufacturers for preventing AMR-triggering emissions of antibiotics from their manufacturing units.
In this case, the progress would depend on knowledge and tools with the procurers to address the specifics of antibiotics manufacturing, the presence/absence of regulatory limits on the discharge of antibiotics, and the level of empowerment of procurers to address these regulatory measures. There is no easy solution as cost impact of compliance with sustainability criteria on procurement expenditure needs to be understood in diverse settings of different nations. The reality is that cost implications play a crucial role in access to medicine in the low- and middle-income countries in the Global South. Therefore, it is important that selection criteria be set in a phased manner so that the global supply of antibiotics is not affected and the ultimate goal of zero-emission discharge is met without supply and cost disruptions. 
Some contracting authorities in developed countries have already started conversations on developing environmental criteria for the procurement of antibiotics to reduce emissions and pollution. For example, the Norwegian Hospital Procurement Trust (Sykehusinnkjøp HF), a nodal agency for procurement of pharmaceuticals in Norway, has decided to give 30% weightage for environmentally friendly production in award criteria procurement of antibiotics (Sykehusinnkjøp (2021).
The UK has identified developing a new procurement methodology for purchasing antibiotics in their Five-Year National Action Plan on AMR to ensure that manufacturers continue investing in sound environmental practices (UK Govt 2019). However, these are early days yet for tackling AMR by leveraging public procurement. What is commendable is that policymakers are increasingly relying on public procurement to address such global health issues through a globalized supply chain.
7.1.4.4 Sustainable Procurement in Tourism Industry
Tourism has been an important sector of the economy, providing employment and livelihood to millions worldwide. According to UNEP (2019c), it already constitutes approx. 10% of national GDP globally and accounts for one out of 10 jobs. With an increase in global income, the number of international tourist arrivals is expected to reach 1.8 billion by 2030 (UNWTO 2020). In many smaller island developing nations, tourism accounts for approx. 25%–60% of national GDP, representing a dominant sector of the economy. Compare that to the global GHG emissions from the tourism sector which amounts to 8% of total GHG emissions and is likely to double by 2050. Similarly, current consumptions of energy and water are also likely to double by the year 2050. The tourism sector contributes to a significant amount of plastic waste which negatively impacts communities living in tourist destinations. According to Alessi & Di Carlo (2018), more than 200 million tourists visit the Mediterranean every summer, leading to an almost 40% spike annually in plastics entering the sea. A similar contribution from other tourist destinations cannot be ruled out. If not arrested immediately, these impacts will destroy the natural habitat of such destinations and prove disastrous for the sector’s survival in a sustainable manner.
In recent times, voices have been growing to transform the tourism value chain to low carbon and resource-efficient operations through sustainable consumption and production practices. Sustainable procurement has been identified as a critical lever for better management of resources and promoting resource efficiency throughout the tourism value chain. UNEP, in its report “Transforming Tourism through Sustainable Procurement,” has deliberated the role of sustainable procurement as a driver for innovation in response to environmental and socio-economic challenges in the tourism sector (UNEP 2019d). The report has specifically highlighted how sustainable procurement could improve circularity in the tourism sector, sustainable practices in food procurement, energy efficiency of electrical appliances, and reduction in purchase of single-use plastic items.
The tourism industry has its own sets of specific challenges that need to be considered while attempting solutions through procurement. For example, the need to reduce plastic waste through single-use bottled drinking water versus health and safety concerns arises from water-borne diseases. Such unique situations need a detailed understanding of the end use of a product and local regulations, before assessing the suitability of alternative greener options in line with the destination. For achieving this objective, it would be crucial for relevant stakeholders along the tourism value chain to work together, which brings us to the good news: stakeholders in the tourism value chain are already taking measures to reduce the impacts of their operations on the environment and society through procurement. Hotels have begun buying unbleached bed linen with stunning results in terms of reduction in GHG emission (by 32%), reduction in energy consumption (by 42%), and reduction in water consumption (by 28%) during the life cycle of such bed linen (UNEP 2019d). However, such procurement measures alone will not achieve transformative results without behavioral change and traveller’s buy-in. Any business or tourist traveler would be familiar with that poster in our hotel rooms related to reusing our bed linen and towels to save water and energy. How many of us actually use the option? There is a positive trend though and an increasing number of travelers are opting for sustainable options during their hotel stay. But more needs to be done to empower travelers with the knowledge and rationale behind such a move and their role as a change agent. This again proves the importance of engaging with stakeholders.
Private ownership dominates the tourism sector worldwide. Therefore, procurement professionals in this sector are not constrained by government rules and regulations for effecting innovative changes and making a difference to the environment and society through their processes. UNEP (2019d) has documented several case studies on how the tourism industry is transforming its operations through procurement and reaping sustainability benefits. However, such successful practices are yet to become a norm across the industry. Going forward, the role of platform like Sustainable Tourism 20307 and the United Nations World Tourism Organisation would be crucial in mainstreaming sustainability in purchasing decisions and making the tourism industry a shining example of protecting natural heritage and preserving them for future generations.
7.1.4.5 Low Carbon Procurement
The Glasgow Climate Pact adopted at the November 2021 COP26 states that by 2030, the global CO2 emission must decline by 45% from 2010 levels for limiting temperature rise to 1.5 °C from pre-industrial level. The Pact, among other things, calls upon member countries to accelerate development, deployment, and dissemination of technologies and adopt policies to transition towards a low emission energy system (UNFCCC 2021). In many ways, efforts to reduce GHG emission in the post-Paris Climate Change Agreement has dominated public debates and shaped public policy, including procurement policy. The scale and reach of public procurement and its ability to cut across SDGs have attracted governments worldwide to use it as one of the effective mechanisms to reduce GHG emission, support innovation, and the industry’s transition to low carbon manufacturing (Correia et al., 2013). The “Europe 2020” strategy for sustainable growth, adopted in 2010, highlighted the role of demand-side policy such as green procurement to support Europe’s shift towards a low carbon economy (EC 2010).
Using procurement to reduce Scopes 1 and 2 emissions by purchasing energy-efficient alternatives or electricity directly from renewable sources is the most common strategy. However, the ability to reduce Scope 3 emissions—in economic terms, a classic “externality”—makes procurement the most sought-after instrument for managing carbon reduction in any organization or country. Scope 3 emissions, in the supply chain of a product’s life cycle, can constitute up to 75% of the organization’s footprints. It is interesting to note that attempts to reduce carbon emission through procurement originally started at an individual level. Thankfully, over time, it has developed into a dedicated discipline backed by acts and rules in many parts of the world. The process whereby an organization seeks to procure goods, works, and services with reduced carbon footprints throughout their life cycle is called low carbon procurement. It essentially means demanding products with a reduced carbon content of materials vs. conventionally manufactured products. Life Cycle assessment (LCA), as defined in ISO 14040, is typically used to calculate embodied carbon in materials. In the construction sector, Product Category Rules (PCR) are also prevalent for standardized carbon footprint calculation. For other sectors, there is no standard methodology, and contracting authority will have to rely on LCA to calculate the carbon footprints of offered products.
Most countries start their GPP/SPP program by purchasing energy-efficient products with the twin aims of reducing energy consumption and GHG emissions. They further extend it to acquiring energy-efficient buildings and other construction projects. However, the challenge they face in internalizing carbon emissions in purchasing decisions is putting a price on carbon emissions. Therefore, carbon pricing can provide an effective, efficient, and equitable tool to guide contracting authorities in procurement decisions. This essentially means determining the GHG emission over the life cycle of products/projects, multiplying these by a shadow carbon price, and then factoring these costs while evaluating bids to steer purchasing decisions. De Graaff et al. (2020) have suggested using carbon pricing in procurement in two ways—(i) for information purposes; and (ii) for ranking bids. In the first method, carbon pricing could be used to understand the carbon footprints of different products during the procurement planning stage so that one may decide to procure the product with the least carbon footprints without distinguishing between suppliers. The second method is used to rank various bids by measuring the specific carbon footprint of the solutions offered by the vendor in evaluation criteria to factor into procurement decisions. As a result, bidders get additional incentives to provide materials that have the lowest carbon footprints. The CO2 performance used in the Netherlands for infrastructure procurement is an example of the latter. Along the same lines, Eric Dunford et al. (2021) have suggested a minimum carbon benchmark threshold that bidders must demonstrate, i.e., the carbon content of their products meets or exceeds the threshold set by the contracting authority. For example, California has set a benchmark carbon fuel standard that any fuel supplier must meet to advance vehicle efficiency (Dunford et al., 2021). The inherent disadvantage of the Dunford et al (2021) approach is that bidders are not motivated to improve upon their solutions beyond the minimum benchmark. Therefore, potential of procurement in driving carbon reductions varies with general carbon management maturity and contracting policy and practices in the country or region.
De Graaff et al. (2020) have suggested that carbon pricing works best and leads to practical solutions with reduced climate impacts of products and services when a relatively high carbon price is adopted. However, the use of carbon pricing has other limitations too. For example, it does not yield satisfactory results in many sectors with various products and lacks a standard footprint calculation methodology. Further, private sectors need to be ready to innovate in response to public procurement calls for low carbon solutions to achieve any effective solution. Therefore, going forward, governments need to identify sectors ready for adopting carbon pricing and ones that matter the most from a carbon reduction point of view. For example, most carbon emissions from infrastructure construction are associated with the production of materials (concrete, cement, and asphalt) and from the use of fossil fuels for the transportation of materials. Therefore, a policy that prioritizes procurement of lower carbon concrete, cement, and asphalt, and use of more sustainable transport methods will accelerate the transition to net-zero.
Dunford et al. (2021) have argued that low carbon procurement policy can promote the deployment of innovative products by linking policy goals for decarbonization to the purchasing of materials. However, to make this argument works in actual practices, public authority needs to choose a tender design that includes carbon pricing in the decision matrix for awarding a contract to deliver this goal. The tender design should be such that it can compare different bids transparently and should not inadvertently limit some vendors’ participation.
Though goals and targets for GHG emissions are new to many countries, many others have established advanced procurement strategies through continuous interactions with stakeholders. The EU has a dedicated website, GPP 2020, to mainstream low carbon procurement across Europe (EU 2016). The GPP 2020 aims to support EU goals of achieving a 20% reduction in GHG emissions, a 20% increase in the share of renewable energy, and a 20% increase in energy efficiency by 2020. The update on the actual progress is not available but last checked, as of April 2016, more than 40 public authorities in eight countries executed over 100 low carbon tenders, saving an equivalent of 900,000 tons of CO2 (ICLEI 2021). The approach focused on engaging with the procurement team from the beginning and showing the benefits of low carbon tender to procurers and decision-makers. After the award, all contracts were monitored to calculate energy and GHG emissions reductions compared to business-as-usual solutions. The project also led to the development of several tools such as Energy Contracting Calculator, Office ICT Calculator, Vehicle Calculator, and Street Lighting Calculator. Similarly, the Buy Clean California Act 2017, notably the most prominent low carbon procurement policy in North America, mandates contracting authorities to specify the maximum acceptable Global Warming Potential (GBP) limits to target carbon emission associated with the production of selected construction materials like steel, glass, certain insulations (DGS 2017). Therefore, only products with Environmental Product Declarations (EPDs) having lower GHG emissions than the benchmark for that category can be used in government-funded projects.
Since low carbon procurement prioritizes carbon reduction, it sometimes compromises other critical environmental issues or socio-economic aspects (Correia et al. 2013). However, as pressures mount on governments to target carbon emissions reductions due to the growing political profile of the climate change agenda, low carbon procurement is sure to get lion attention in the future.
7.1.5 Book Summary
Any product, service, and work that an institution-government or business purchases has footprints on people’s environment, society, economy, and health. These footprints, irrespective of the place where public authorities operate, are not necessarily limited within their geographical boundaries but may spread beyond. Procurement connects institutional purchasers with resources available externally. Through their procurement choice, institutional purchasers choose what world they want to live in, given that the most sustainability challenges and resources often lie outside their boundaries. How can these understandings be internalized into the procurement process to bring meaningful, transformative changes for society? Since public procurement has a lion’s share in the government’s expenditure, it represents a huge economic value and can become a great driver of sustainability, helping governments and businesses grow their value when procurement and sustainable approaches are combined.
Public procurement regulations follow a set of principles to achieve a set of objectives. Traditionally, these objectives included the best Value for Money (VfM), integrity, accountability, equal opportunities, and efficiency. These objectives are supposed to be achieved through principles of competition, equal treatment, and transparency. The strategic use of public procurement is based on the concept that governments, when using their financial capacity and procurement power to award contracts, can go beyond the immediate scope of simply responding to the state’s procurement needs; they can use this to address additional social, environmental, and economic needs that contribute to the overall public good of a state. It does not mean that principles are not valid. They are still valid, but the idea goes beyond the procurement needs and addresses other social, economic, and environmental goals. This requires a broader interpretation of what constitutes “best value” in public procurement.
The strategic use of public procurement to address social issues was ubiquitous in many parts of the world much before “green procurement” occupied center stage in the discourse on sustainable consumption and production. However, those practices were slowly mellowed down and abandoned in the post-Thatcher era in the name of market economy and bringing efficiency; economic considerations (read apparent cost) became the sole determinant for awarding a public contract. This over-emphasis on price alone as the award criterion did not work well, as one can infer, for other socio-economic values. After all, contracting authority has to balance three concerns while exercising procurement decisions:	i.
maximize citizen satisfaction by providing quality products and services;

 

	ii.
maximize growth opportunities for the private sector; and

 

	iii.
efficient spending of government money.

 





Awarding contracts solely on economic criteria might achieve efficiency in public spending but fails on other parameters—quality, social, and environmental. In fact, public procurement regulations that favored SMEs and local industries were initially criticized as trade impediments. Fortunately, now there is growing appreciation that positive discrimination towards SMEs and local industries in public procurement and protection of worker’s rights are good for equity and balanced economic development. In its new avatar, sustainable procurement not only focuses on SMEs and local industries but also on much broader issues like health and safety of workers, employment, minimum wages, etc., in addition to environmental issues. Interestingly, the practice of using public procurement for promoting social benefits, lost somewhere along the way, regained traction when public procurement was acknowledged as an effective tool for promoting eco-innovative products and mitigating environmental impacts. In a sense, the strategic use of public procurement has come full circle from social issues to environmental issues to the current environmental and social issues in its new avatar. The global experiences of implementing sustainable procurement show prevalence of environmental and economic dimensions in policy objectives, while social equity value has lagged behind. Therefore, there is an urgent need to stimulate integration of equity in purchasing decisions through a unique approach to sustainable procurement that achieves the concurrent goals of environmental sustainability, social equity, and economic development.
By adopting a strategic approach, governments can align limited resources to initiatives that are most likely to generate the maximum sustainability outcome. International agreements and conventions such as SDGs and Paris Climate Agreement have further galvanized the strategic use of public procurement to achieve sustainability objectives. While several countries have embraced it wholeheartedly and are rapidly establishing ambitious policy objectives, many are surprisingly still contemplating its merits to influence governance and sustainability outcomes. Some have even raised concerns about its use in developing and poor economies contexts. Such wide diversity in views among stakeholders towards any new concept is not uncommon and plays a significant role in helping to fine-tune that concept. A few decades ago, when environmental and social impact assessments were made a part of project planning, procurement, and execution, a similar uproar was witnessed around its practicability in project procurement and implementation. Regardless of the initial hesitation, the world has addressed the concerns of stakeholders, found its effectiveness in bringing environmental and social impacts of project during the planning stage, and have now embraced it fully. A similar trajectory can be expected for sustainable procurement as well.
Implementing sustainable procurement comes with its own set of challenges: reducing risk aversion, setting up new forms of coordination and collaboration, improving skills and capacity, encouraging procurement officials to undertake dialogue with suppliers, and enhancing data collection and monitoring of results. However, experts worldwide are optimistic and confident about sustainable procurement as a preferred policy choice for enhancing sustainability outcomes, notwithstanding challenges around its implementation. Many countries, which are high on the SPP maturity curve today, faced similar challenges in the past and have either overcome them or are persisting by tweaking processes to achieve what suits them best. There is no doubt that other countries, currently low on the SPP maturity curve, can replicate the same success on SPP implementation. The concerns regarding sustainable procurement for achieving broader policy objectives are slowly getting petered out, and stakeholders are becoming bolder in applying this principle in various sectors of the economy and different national contexts. Unlike previous decades when the majority of the researches and practices in the area of sustainable procurement were coming from developed countries, new researches and practices in the area have also started emerging from developing and poor economies. It is rapidly evolving to address broader national policy objectives and changing how procurement function is perceived. It has emerged as an overarching policy instrument cutting across different sectors of the economy, like tourism, building and construction, textile, manufacturing. In less than three decades, stakeholders today are finding new applications of it every day. This reflects the growing interest in transforming public procurement into a strategic policy lever for the government.
The biggest drivers for spreading sustainable procurement practices in different parts of the world have perhaps been regulation and motivation. Since public procurement is a highly regulated area of financial management, regulation on sustainable procurement has been the key to its adoption by public authorities. In contrast, private sectors were motivated to reduce sustainability risks, meet customer demand for sustainable products and services, gain competitive advantages, improve brand value, and increase cost-efficiency by optimizing resources in their procurement decisions. While regulation sets a minimum bar for sustainable procurement practices and guarantees minimum uptake, public authorities cannot exploit its full potential unless they start thinking beyond regulations. They can make significant positive impacts on the environment and society only by embracing the sound rationale that motivates private entities to adopt sustainable procurement practices in the first place. Therefore, while regulation on the strategic use of public procurement can give public authorities a head start in its implementation, it is only through motivation that organizations can make a more considerable impact in the long run. Therefore, success in SPP implementation has as much to do with the government’s value, leadership, and strategy as regulatory provisions for purchasing sustainable products, works, and services.
The leadership and professionalization of procurement functions have played and would continue to play an overwhelming role in shaping the extent to which an organization is motivated and empowered for integrating sustainability in purchasing decisions. The leadership sets the ball rolling by clearly communicating intentions, directions, and priorities for the whole organization regarding sustainable procurement. However, beyond a well-intentioned sustainable procurement strategy, what is imperative for its successful implementation is to equip individual procurers with the necessary skills, knowledge, information, and tools to identify, prioritize, and take meaningful actions to mitigate sustainability risks related to procurement activities. An investment made towards the professionalization of procurement gives a better return in terms of sustainability outcome and cost-effectiveness of sustainable procurement. Countries investing in professionalization have moved much ahead on the sustainable procurement maturity curve than those trusting only the prioritized product categories as their SPP strategy. This vital evidence from SPP implementation experiences in European countries is highly endorsed by experts for all countries and organizations embarking or mid-way on the SPP journey.
While the strategic use of public procurement has greater acceptance now than ever before, stakeholders need to be reminded that not everything has gone as per script. Although it is a little more than two decades that sustainable procurement started being discussed and researched, and is currently reasonably well understood, its take-off has been slower than expected. Past experiences in implementing SPP policy show that it takes time for any government to articulate its benefits, harmonize its legal framework, work on capacity building of stakeholders, and actually implement the policy in a real-world scenario. The ground reality is that in most developing countries, public contracts are still perceived as a stand-alone tool to purchase specific goods or services and not as a strategic tool to achieve broader organizational objectives. The economic principle still rules at the cost of effectiveness principle, thus impacting the quality of services received by people. On top of that, advocates and champions have been found wanting in their efforts to dispel the myths around lower cost of conventional products as compared to sustainable products. So who bears the cost? The lower cost paid by consumers—individual or institutional purchasers—for less sustainable options is far more than what it costs the society in terms of externalities.
Further, the inability to demonstrate and communicate significant sustainability gains at the desired scale has dented its image as a preferred policy choice among policymakers and made contracting authorities hesitant in embracing it enthusiastically. The best way to address the cost barrier to sustainable procurement is to communicate indirect environmental, social, and health benefits that can be shown to provide better value to the taxpayer’s money even when direct costs—the price paid plus the cost of use, maintenance, and disposal—are higher. Buying a product at a lower upfront price even if the product has higher energy consumption, maintenance, repair, or disposal costs is structurally inefficient, costing billions of dollars to governments. This inefficiency could be removed only by professional procurement procurers, who could optimize benefits arising from opportunities underlying at different stages of the procurement cycle. Thus, there is a need to reform procurement policy that promotes robust systems and adaptive procurement processes to cater to the demand of the twenty-first century. A clear guideline on how much additional expenditure can be incurred, and under what circumstances to favor sustainable products over conventional products, has the power to address cost barriers to sustainable procurement and increase chances of its adoption by practitioners.
An important reason for tardy progress on SPP in many countries, including India, is that stakeholders have implemented it based on silo-thinking rather than systematic thinking. As a result, different actors and ministries have been making efforts to internalize sustainability in silos without acknowledging their interconnectedness. These complex interdependencies within procurement systems must be addressed efficiently, and not independently. In fact, systemic evaluation of sustainable procurement outcomes remains a challenge in most countries; feedback and learning loops in the system are mostly non-existent. Therefore, there is a need to appreciate the aspect of interconnectedness of the procurement system, creating a common understanding of how the system functions and how it can be geared towards new sustainability goals. To achieve real transformation in the procurement system, reconciling public and organizational interests would be crucial; short-term organizational benefits should not outweigh long-term shared societal benefits while developing any policy.
The true potential and value of sustainable procurement can be unlocked only by addressing issues at the system level. Applying a systematic approach to sustainable procurement will help set cross-cutting priorities to work across existing silos and empower stakeholders to choose appropriate procurement strategies at the very first instance. The requirement of market operators must be at the forefront while developing SPP policy for swift and successful execution. Different actors need to join their hands to reform their frameworks to advance complementary policy objectives and strengthen co-benefits through public procurement. The resulting trust and collaboration among stakeholders will help them design solutions that convert trade-offs into synergies among all three dimensions of sustainable development. Establishing an active monitoring and evaluation system for procurement outcomes will ensure that necessary feedback and learning loops are present in the system. It would further ensure that actors are aware of the impacts of SPP practices on the ground and take timely corrective measures collectively. One possible solution for bringing systematic thinking into the procurement procedure to achieve horizontal objectives is using multi-disciplinary teams working together throughout the entire procurement process cycle. Such an approach would allow greater buy-in on the uptake of the final decision-making, even if it is different from the earlier position held by stakeholders.
The situation is also a clarion call for multilateral agencies to rethink, redesign, and recalibrate their strategy for promoting SPP in different parts of the world. The best available SPP policy framework in the world can be transposed from one country to another, but a framework without the right tools for implementing it (the country specificities) will lead to nowhere. There is a need to develop a non-prescriptive guideline to support the implementation of national SPP strategies. The current emphasis on identifying “low hanging” product categories with half-baked prioritization study, sometimes bypassing the national standard-setting organization ostensibly to speed up implementation, has not resulted in long-term success. Procurement leadership and people responsible for integrating sustainability considerations in purchasing decisions have primarily been found missing from the SPP governance setup. Their non-inclusion in SPP governance setup has failed to instill in them a sense of ownership, win support base of purchasers, and create capacity among local institutions to steer changes needed for SPP implementation. As a result, though some recipient countries have developed an SPP policy framework, they cannot move beyond a few product categories. The experiences demonstrate that such a myopic approach for mainstreaming sustainability in procurement decisions fails to produce significant sustainability outcomes. Therefore, emphasis needs to be on co-designing a locally fit framework with implementation methods rather than simply transposing a framework that has worked in an industrialized country. Investments directed towards empowering people and institutions to enable them to take command of SPP implementation will do wonders both for donor agencies and recipient countries.
The outcome of any SPP program is proportional to expectations concerning sustainability, climate change, and circular economy. In India, General Financial Rules (GFR) needs to include stipulations on the role of contracting authority to act on opportunities related to improving environmental and social well-being and obligating public authorities to use their public procurement spend to support SDGs, climate change, and circular economy ambitions. The current approach for SPP implementation lacks agility and focus and can yield only incremental results. Even if a few more products are prioritized at the national level in the coming months and years, it would just be a trickle in the ocean of opportunity. India needs to show determination to embrace this opportunity and change to a higher gear for inducing transformational outcome of SPP implementation. This would mean setting up building blocks with adequate resources and a framework to channelize efforts and execute them with realistic expectations. It is incumbent on all stakeholders to make SPP a well-nourished strategic project with a clear pathway that seeks to help transform India’s socio-economic profile in the long term. While there is an urgent requirement of a national endeavor for SPP implementation, it is necessary that the spirit and commitment be applied across the states, municipalities, and local programs. Scaling up sustainable procurement from its current meager presence to a mainstream economic tool will make a decisive contribution to achieving SDGs and decoupling economic growth from resource use while ensuring India’s long-term equitable, sustainable, and greener growth ensuring no one is left behind.
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