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Sustainability has received a lot of attention lately and also public sector has recognized
the importance of sustainability. The purchasing volume of public procurement is
remarkable — this way, when taking sustainability issues into account as part of the
procurement process, public procurement has an opportunity to impact the environment
and society positively. Still, targets for sustainability have been missing and monitoring of
sustainability during the contractual period has created challenges for public procurement.
The aim of this research is to find a solution for these problems: define how to set targets
for sustainability in public procurement and how to monitor the progress towards these

targets.

As a result of this qualitative study, a process for target setting was created. Also, as part
of this process, ways to monitor the progress towards targets are taken into account. At
the beginning of the research, former academic research written about the topic was
examined and then, interviews that present the primary data for this research were made
and analysed. It can be concluded that sustainability must be taken into account at the
beginning of the procurement process, if one wants to include sustainability to the contract
or monitor the level of sustainability later during the contractual period. Also, the ways to
monitor the progress should be based on the targets set, which means that before any

measuring or monitoring, concrete targets for sustainability must be decided.
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Vastuullisuus on teema, johon on kiinnitetty viime aikoina paljon huomiota. My6s julkinen
sektori on tunnistanut vastuullisuuden tarkeyden. Julkiset hankinnat edustavat
huomattavaa ostovolyymia ja kun vastuullisuus otetaan huomioon julkisessa hankinnassa
ja sen prosesseissa, hankinnoilla on mahdollisuus vaikuttaa positiivisesti niin ymparistoon
kuin yhteiskuntaankin. Tasta huolimatta vastuullisuustavoitteiden asettaminen on jaanyt
vahalle huomiolle. Lisaksi vastuullisuusasioiden seuranta sopimuskauden aikana on
aiheuttanut haasteita. Taman tutkimuksen tavoitteena on I6ytaa naihin ongelmiin ratkaisu
ja maarittda, miten vastuullisuustavoitteita voitaisiin julkisessa hankinnassa asettaa ja

kuinka tavoitteiden saavuttamisen edistymista voitaisiin seurata.

Kvalitatiivisen tutkimuksen tuloksena syntyi prosessi tavoitteiden asettamiseksi. Osana
tata prosessia on huomioitu myds seurantatavat, joilla arvioida tavoitteiden saavuttamista.
Tutkimuksen alkuvaihe keskittyi aiemmin aiheesta kirjoitettuun tieteelliseen tutkimukseen.
Taman jalkeen haastattelut, jotka toimivat tutkimuksen ensisijaisena materiaalina,
toteutettin ja niiden tulokset analysoitiin. Lopputuloksena voidaan esittaa, etta
vastuullisuus tulisi ottaa huomioon heti hankintaprosessin alkuvaiheessa, jotta se voidaan
huomioida seka sopimuksessa ettda sopimuskauden aikaisessa valvonnassa. Lisaksi on
tarkeaa huomioida, ettd vastuullisuuden edistymistd voidaan valvoa vain, jos
vastuullisuudelle on ensin asetettu tavoitteita — tasta syysta ensin tulee asettaa tavoitteet

ja vasta sitten miettia, miten sopimuskauden aikainen seuranta jarjestetaan.
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1. INTRODUCTION

Nowadays sustainability is receiving a lot of attention. Consumers are aware of the
environmental and social impacts of their consumption and this way the demand for
sustainable options is increasing. The increasing amount of product recalls, scandals in
food supply chains and other problems in supply channels have gained significant
attention among the consumers and because of this, responsibility regarding customer
safety has been required from manufacturing firms and retail trade (Lintukangas,
K&hkdnen & Ritala 2016).

In addition to this, the ecological impact of purchased products is alarming: more attention
is paid to environmental issues such as pollution, CO2 emissions, inadequate waste
management and recycling, and also water and energy consumption especially in the
production phase is considered (Lintukangas et al. 2016). It is notable that not only the
consumer market is paying attention to these issues. Also organizations themselves have
now recognized that issues of sustainability must be taken into consideration in different
operations of the company (Ahi & Searcy 2013). Sustainability is no more something that
some of the companies pay attention to — it is becoming one of the daily issues that every

company has to consider when designing their business processes and strategies.

Among the others, also public sector has recognized the importance of sustainability.
Public organizations are responsible for using public funds and this way the money gotten
from taxpayers — if sustainability is important for the public, the organizations using
public’s money should also pay attention to the issue. Also, the public sector procures
huge amounts of goods and services, which means that the reduction of environmental
effects of public sector's consumption can have a significant, positive impact on nature,
climate and natural resources’ availability (Bauer, Fischer-Bogason, de Boer, Kivistd &
Vildasen 2016).

Originally, the public procurement law was aiming at the efficient use of public funds and
assuring the efficient activities of single European market. During the last twenty years
public procurement has also been seen as a way to promote other goals: for example, it
has been considered as a functional tool for furthering of environmental protection,
corporate responsibility, fair trade, innovation politics and social aspects’ consideration.

This is because often public organizations and other procurement units are big



organizations, of which actions have many environmental and societal impacts. Also,
many procurement units present a big purchasing power on the market and in addition to
their own consumption’s impacts, they can affect indirectly or dynamically to what is
offered on the market for other buyers, such as private companies and consumers.
(Pekkala, Pohjonen, Huikko & Ukkola 2017)

From environment’s point of view, it can be suggested that green public procurement can
have a positive impact on private sector's green innovations, since green public
procurement can lead to a ripple effect (Bauer et al. 2016). If public organizations use
their purchasing power to buy goods, services and works with reduced environmental
impact, an important contribution towards local, regional, national and international
sustainability goals can be made (European Commission 2016). It can truly be noted that
public institutions have already woken up to sustainability issues and are currently
implementing sustainability into their processes. Still, when implementing sustainability
and while focusing on the concern that sustainability has been taken into account in a way
that follows the law, the actual targets for sustainability and measures considering the
improvements have been forgotten. This is the problem that the research will focus on and

tries to find an answer to.

1.1 Research Background and Objectives

Since there is a need for implementing sustainability to public procurement and its
processes, this study will focus on sustainability from public procurement’s point of view.
The study is done in cooperation with Finland’s government central procurement unit,
Hansel Ltd (later Hansel), and the aim of the research is to create a process of how to set
targets for sustainability. Also, how to choose suitable measures for the organization to
monitor the progress and actual improvements during contractual period is another issue
considered in this research. There has been earlier research made that has focuses on
public sector and sustainability, but not one that focuses mainly on target setting and tries

to find solutions for following the progress during contractual period.

Also, the personal interest of the writer has led to this research. Studying at LUT,
Finland’s “Green Campus”, has encouraged to think in a sustainable way and to take
sustainability into account when considering business opportunities. After five years of
studies in Lappeenranta, it can be noted that there are many possibilities to implement

sustainability into supply chains and their management practices, but these possibilities
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should be taken from theory to practice. Sustainability is no longer a trend that some
companies try to follow — it is a norm that every company should pay attention to and also

encourage others to follow.

As already mentioned, the aim of the research is to find out how to define targets for
sustainability that can be taken into account when procuring and tendering public
purchases. Palmer and Flanagan (2016) remind that when it comes to strategy process,
the setting of goals is a critical part of it. They also state that goals can motivate and lead
organization as well as they can offer a standard of control to estimate performance

outcomes.

It is important to note that sustainability should be considered even before the actual
tendering of the products and services has started. This way targets for sustainability have
to be considered when planning the tender, because then the targets will be taken into
account when setting the criteria for suitable suppliers, which happens also at the
planning phase. Since targets are set before the tendering phase, the ways to measure
the progress considering sustainability issues must also be considered at this point. The
measures will be taken into action at the contractual period, since this is the time period
during which the sustainability will be measured. This way also monitoring the results will
happen during and at the end of the contractual period, even though the proper ways to
monitor the progress will be decided already at the planning phase. Figure 1 will describe
during which phases and how these issues considering sustainability must be taken into

account during the procurement process.

Targets
and Measuring Monitoring

Figure 1. Setting of targets, measuring and monitoring
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A tool that will be used for evaluating sustainability in case company’s processes is ISO
20400 standard. The standard is created for sustainable procurement and this way it
might offer useful information and support for the research. The idea in this research is to
find out how to set targets for sustainability, especially from the environmental point of
view, and then consider how these targets can be taken into account in tendering and
later during the contractual period. Even though ISO 20400 standard is not implemented
as such to Hansel's procurement processes, it is expected to offer important and

considerable points of view to the process of how to set sustainable targets.

1.2 Research Questions and Methodology

Altogether there are four questions that will be answered in this study. All these questions

will be answered at the end of the research in chapter 6. The main research question is:

“How to set targets for sustainable procurement and how to monitor the progress

made to meet these targets?”

In addition to the main question, there are three sub-questions that will be answered. The
sub-questions will support the main question and try to present supporting arguments.

These sub-questions are:

“How is the procurement process in public procurement and how is sustainability

currently taken into account during it?”

“What kind of impacts has sustainability been identified to have?”

“How to set measures for sustainability and how to monitor them?”

The first sub-question will describe the procurement process of public and this way also
government procurement. In addition, it will present the current state of the sustainability
in public procurement and possible development ideas. The second sub-question, on the
other hand, will present the reasons why a company would consider implementing
sustainability into its processes, the benefits that can be achieved with sustainability and
also what are the motives and possible outcomes that are hoped to be achieved when
considering sustainability among the goals of the procurement process. The third and this

way the last sub-question might be the most useful for the case company Hansel,



12

because when defining targets for something, it is also very important to consider how to
measure the progress towards the target that has been set. If the measures are wrong,
the outcome gotten from the measurement might not be relevant when the target is

considered and that is why it is important to develop suitable measures.

The research method of this study is qualitative. Compared to quantitative research that
aims to explaining, testing hypothesis and analysing statistics, qualitative research tries to
interpret and understand — this way in many qualitative research approaches the
collection of data and its analysis are aiming at comprehensive understanding of the
studied issue (Eriksson & Kovalainen 2008). Not only the research method of the study is

qualitative, but also the primary data used can be considered as qualitative.

The research will include both primary and secondary data. Primary data refers to the
empirical data that is collected by the researchers themselves, while secondary data
refers to already existing empirical data (Eriksson & Kovalainen 2008). The empirical part
of the research will be based on the interviews with Hansel's employees and the
stakeholders that the company has worked together within the field of sustainability. The
interviews will act as a primary data for the research. Also supporting material about the
case company and public procurement will be used as secondary data: for example,

reports considering sustainable and green public procurement will be used.

1.3 Conceptual Framework and Definitions of Key Concepts

The conceptual framework of this study is based on the aims of the research, which are
focusing on setting of targets for sustainability in procurement processes and finding
proper ways to measure and monitor the level and progress when it comes to
sustainability. In addition, also main concepts and themes that the study focuses on are

included in the framework. The conceptual framework is presented in figure 2.
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Figure 2. Conceptual framework

In the framework there are three words followed by question marks: targets,
measurements and monitoring. Sustainability is in the middle of everything, but currently
the targets of sustainability are not identified clearly and that is why this box is marked
with a question mark. Since it is not useful to define targets, if there are no ways to
measure the outcome, also the measurements for measuring the outcome should be paid
attention to. In addition, the outcomes of measuring should be followed regularly and the
success rate should be made reportable for later use — that is why monitoring is the third

word marked with a question mark.

All these questions that focus on the development of sustainability are connected to public
procurement. Because of the law, sustainability is already implemented to the
procurement process, so in the framework it is placed to go along with the procurement
arrow. This also reflects the fact that sustainability should be included to every part of the
procurement process: all the way from making it possible to choose sustainable options
as a result of the tendering, to the measuring and monitoring the development during the
contractual period. If sustainable options are not enabled when planning the tender, which
in this case sets the criteria for the outcome of the tender, it might not be possible for the
organization to require sustainable options after the tendering is finished. But then, on the
other hand, if the suppliers’ promises regarding sustainability are not followed or the
fulfilment of the promises considering sustainable actions are not monitored later during

the contractual period, it is impossible to measure the final and actual outcome, in addition
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to how successfully the targets and goals of sustainability were originally set and then

reached.

There are four main concepts that the study will focus on. The main concepts of the
research are public procurement, sustainability, sustainable supply management and
green purchasing. Green purchasing is considered as one of the key concept because,
especially in the empirical part, the study will focus on the environmental procurement and
this way the environmental pillar of sustainability. Reasons for this limitation are presented

later in this chapter.

Also, when it comes to the key concepts, it must be noted that in the study there are many
minor concepts presented that fall under these main concepts. Later in chapters two and
three these concepts will be described in a broader sense and also literature focusing on
these concepts will be presented. Next, the main concepts of the study will be presented

shortly.

Public Procurement = Public procurement refers to the sourcing of products, services
and works that public organizations acquire outside their own organization. The process of
public procurement must follow the public procurement law, which aims at efficient use of
public funds. This is why the tendering process of public institutions must be carried out in
open and efficient way. In addition, companies participating the tendering process should

be treated equally and in non-discriminating way. (HILMA 2018)

Sustainability = One way to define business sustainability is to describe it as “the
resiliency of organizations over time where they are closely connected to healthy
environmental, economic and social systems so they are better positioned to respond to
internal and external shocks”. This is how business sustainability is considered in a broad
sense. First sustainability was about focusing on environmental issues, but later the triple
bottom line approach and this way the economic and social aspects have been adapted
into sustainability. Since this approach has more interacting factors involved, the

increasing amount of complexity can be expected. (Ahi & Searcy 2013)

Sustainable Supply Management = In sustainable supply management environmental,
social and economic values are considered as part of supply management. The three
values are included into evaluation, selection and management of the company’s supply

base. Practices of sustainable supply management offer a way to recognise the need to
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consider environmental and social values along with the economic ones to help the
organization to achieve its overall goals in a manner that is both profitable and

sustainable. (Giunipero, Hooker & Denslow 2012)

Green Purchasing = Purchasing practice that is environmentally conscious. Green
purchasing reduces sources of waste and encourages for recycling. In addition, it
promotes reclamation of purchased materials without adversely affecting such materials’

performance requirements. (Min & Galle 2001)

1.4 Limitations

Since the research focuses on public procurement, one limitation is that the research is
targeted for the public sector and its procurement process. In addition, especially tools for
government central procurement unit, Hansel, are considered, even though the results
might also be taken into consideration in other public procurement organizations.
Sustainability, on the other hand, is first discussed widely, but when it comes to setting

targets and ways to monitor, the study will focus more on environmental issues.

This limitation is because the ways to take different aspects of sustainability into account
differ from each other, and also the ways and possibilities to measure the outcome vary
between the aspects of sustainability. As an example, environmental issues can be taken
into account in almost all the phases of product’s life cycle: all the way from the creation of
the product to the disposal of it. As a comparison, when it comes to social issues, they are
mainly considered at the production phase of the product or the planning phase of the
procurement, since social issues consider for example work conditions and reasonable
payment for the employees. This way, the emphasis of taking social issues into account
takes many times place during the production phase of the product or service, while
environmental aspects are considered during the production, usage and disposal phases.
Also, all the three aspects of sustainability have different kinds of impacts that could be
measured after the purchasing has finished. This way different aspects have different
measures and the setting of targets differs also between environmental, social and
economic aspects. To control the data gathered and to clarify the final outcome of this

research, limitations are made and the study will mainly focus on the environment.
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Focusing on public procurement also sets limits for searching already existing solutions
from the literature written earlier. For example, there are not as many scientific articles
focusing on public procurement as there are about sustainable procurement in private
sector. Of course, practices from private sector can be useful also in public sector, but it
should be noted that for example the procurement law might narrow some options away

that are possible on the private sector.

1.5 Research Process

Even though the research process truly started in the beginning of the year 2018, the
discussions about the topic and planning started already in 2017. During the fall 2017,
there were discussions about research with Hansel and also the focus of the topic was
decided. First, the research was defined to concentrate on sustainability as a whole, but
after further discussions it was decided that the more specific focus would be on the
environmental pillar of sustainability. First of all, actions towards environmental friendly
purchasing have already been taken in the case company, which will make it possible to
come up with improvements for further actions. Secondly, it can be difficult to try to
monitor or measure all the three aspects of sustainability at the same time, so it was
decided that the study would focus on one of these aspects. Finally, it was decided that
even though sustainability can be generally presented at the beginning of the research,

the study would later focus more specifically on green public procurement.

At the beginning of 2018, the research plan for the research was made and presented in
January 2018. The feedback from the presentation was taken into account and some
changes for the preliminary research questions and topic specifications were made. The
theoretical background was then written during February and March, and in March also
the interviews for gathering material for the empirical part started. First the employees of
Hansel were interviewed and after this, also experts from other organizations were
interviewed. The interviews were finished in the beginning of April and even though the
research was not completely finished, it was presented on 19" of April to get feedback

from the instructors and opponent.

The feedback was again taken into account and some corrections were made based on
the comments. The results were concluded and the research was finished during the May
2018. Finally, the results and process created for target setting and monitoring was

presented for the case company.
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1.6 Structure of the Study

The study is structured as follows. After the introduction part, the second chapter will
focus on sustainability. First, sustainability is described as an overall phenomenon and
then sustainability is presented from supply management’s point of view. Also, green
supply management will be presented. Then, possible ways to implement sustainability
into the supply management are described and also measuring of sustainable supply
management is considered. Finally, at the end of the second chapter, benefits and
reasons behind sustainable supply management and also possible barriers for the

implementation will be discussed.

The third chapter describes public procurement. At the beginning, the centralized structure
and the requirements set by law are presented shortly. Also the main phases of the public
procurement are described. At the end of this chapter public procurement and
sustainability are combined and especially green public procurement can be seen as an

important concept presented.

The fourth chapter will focus on the research methodology: the research method and
process of data collection will be described. Also the case company, Hansel, will be
presented and the state of sustainability in the case company will be described. The fifth
chapter will focus on the empirical research and present the solution for the main research
problem. In this chapter the process of target setting will be described and also the ways
to monitor the progress will be suggested. Finally, the last chapter will summarise the
results and present recommendations for the case company and also suggestions for the

further research.
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2. SUSTAINABILITY AND SUPPLY MANAGEMENT

Sustainability could be suggested to be an issue that companies are paying increasing
attention to. It has been recognized to be an important issue and also the role of supply
management when implementing sustainability has been identified. When a company
wants to act in a sustainable way, it requires the involvement of purchasing function and
also that the purchasing function takes sustainability into account in its work (Schneider &
Wallenburg 2012). Also, the managers of companies have noted that to be truly
sustainable, different entities across the supply chain have to be involved, and that
environmental and social issues are not only a responsibility of one individual organization
of the chain (Winter & Knemeyer 2013).

This chapter will focus on sustainable supply management. First, sustainability is
described generally, but then the focus shifts to sustainable supply management. Also,
the ways to implement sustainability into supply processes and ways to measure
sustainability will be discussed. At the end of the chapter, reasons behind adopting
sustainability to supply management and the goals that this kind of work is aiming at are
presented, but also possible barriers that the company might face when implementing

sustainability are discussed.

2.1 Sustainability and Sustainable Business

Already in the beginning of 1990’s Elkington (1994) wrote that if the company wants to be
successful, it should get involved in the area of sustainability. First time the term
“sustainability” appeared in the literature about 30 years ago — during the years numerous
academics and practitioners have presented multiple definitions of this concept (Winter &
Knemeyer 2013). According to Wu and Pagell (2011), sustainability means that business
activities should protect the environment and natural resources, but also serve the
common good of the society. This definition can be seen as comprehensive and quite
easy to understand, but there are also many other definitions with different nuances and

contexts to consider.

Corporate sustainability is defined by Dyllick & Hockerts (2002) as taking into account the
needs of company’s direct and indirect stakeholders, without compromising the ability to
meet the future stakeholder’s needs as well. According to Hassini, Surti & Searcy (2012),

business sustainability can be seen as the ability to do business with a long-term goal of



19

ensuring the wellbeing of the environment, society and economy. In 2013, in Ahi &
Searcy’s article, a summary of corporate sustainability’s and business sustainability’s
definitions was presented, and building on their analysis the key characteristics of
business sustainability can be defined as economic focus, environmental focus, social

focus, stakeholder focus, volunteer focus, resilience focus and long-term focus.

The initiatives of business sustainability can also be associated closely with corporate
social responsibility initiatives. According to the analysis of definitions of corporate
sustainability, business sustainability and corporate social responsibility, it can be
suggested that these concepts share many key features. (Ahi & Searcy 2013) All in all,
the lack of consensus can be noted when considering the definitions of sustainability —
global organizations have recognized that sustainability is an important strategic goal, but
there are still many different definitions, business activities and focuses related to

sustainability (Giunipero et al. 2012).

In literature, the term sustainability is often referring to the integration of three
responsibilities — economic, environmental and social (Carter & Rogers 2008; Lehtinen
2012). These dimensions together form the concept of triple bottom line. Because of the
on-going movement towards sustainability, companies are now required to extend their
focus from traditional economic objectives — they must take into account all three aspects
of triple bottom line (Hollos, Blome & Foerstl 2012). The economic dimension is widely
adapted to the business and measurements of this aspect are well understood and used,
while environmental and social dimensions have not gotten as much attention as the
economic dimension — also measuring these two “new” dimensions is more difficult

compared to the “traditional” economic aspect (Winter & Knemeyer 2013).

Some groups refer to the same concept as triple bottom line by using different terms, such
as 3P’s and 3E’s. 3P’s refer to “profits, planet and people”, while 3E’s refer to “economic,
environmental and equity”. The nuances of these approaches might be slightly different,
but the basic idea behind these approaches remains the same. (Winter & Knemeyer

2013) Three dimensions of sustainability are presented in figure 3.
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Figure 3. Sustainability and the triple bottom line (Carter & Rogers 2008)

Even though environmental and social aspects might not have gained as much attention
as economic aspect, it can be noted that because of the attention that sustainability has
gained, companies are now doing efforts to become more sustainable also in the fields of
social and environmental sustainability. Companies make periodic triple bottom line
reports to show their stakeholders that sustainable practices have been taken into
consideration (Hassini et al. 2012). Still, companies might have little knowledge about the
operational implications of sustainability and its initiatives, or about the concrete links
between capabilities and the three dimensions of sustainability (Riikkinen, Kauppi & Salmi
2017).

When it comes to the implementation of sustainability dimensions into corporate world,
economically sustainable companies guarantee that cash flow is sufficient enough to
ensure liquidity at any time, and at the same time the company produces return that is
persistent above average to their stakeholders. An ecologically sustainable company, on
the other hand, uses only natural resources of which rate of consumption is below the
natural reproduction, or at least the rate of consumption is below the development of

substitutes. An ecologically sustainable company should not cause so many emissions
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that the environment would not have the capacity to absorb this amount of emission with
its natural system. Also, a company should not engage in activity that decreases the eco-
system services. The third type, socially sustainable company, adds the value to the
communities by increasing the individual partners’ human capital and furthering the
societal capital of these communities within which the company operates, in addition to
the management of the social capital in a way that company’s value system can be

agreed and motivations can be understood by the stakeholders. (Dyllick & Hockerts 2002)

Bocken, Short, Rana & Evans (2013) investigate in their study how companies could
rethink and develop their business models to achieve improved industrial sustainability, in
addition the study also investigates new tools that could be developed to help companies
to implement sustainability into their business model. A business model describes how a
company creates value that answers to customers’ needs, how this value is delivered so
that customers are willing to pay for value, and also how the payments from the
customers are finally converted to profit (Teece 2010). A sustainable business model, on
the other hand, goes beyond delivering economic value and tries to offer also other forms

of value for a broader range of stakeholders (Bocken et al. 2013).

Also, value innovation is a concept to be mentioned when developing sustainable
business models. Rethinking the value proposition, in other words the product or service
offered to the company’s stakeholders, is at the core of business model innovation. A
holistic view of value proposition, including costs and benefits to society, environment and
stakeholders besides the company or its customers, is needed to create a sustainable

business. (Bocken et al. 2013)

The study of Bocken et al. (2013) identified a need for a tool to help companies to
understand sustainable value creation better and also a need to develop new business
models that include sustainability at their core was identified. Based on this study, the
need to distinguish different forms of value was identified, and a conceptual portfolio for
value innovation opportunities for a company and its stakeholders was developed. This

portfolio is presented in figure 4.
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- New forms of value for
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- Value for new
stakeholders

Capture currently
missed value through
new activities,

Generate solutions that
capture new value
through the reduction
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relationships and
network reconfiguration

N

Current
Value
Proposition

Value Destroyed Value Missed
- Negative social impacts - Under-utilized assets,
- Depletion of non- resources, capabilities
renewables - Failure to capture value
- Environmental damage - Waste streams

Re-conceptualize
destroyed value as
missed value

Figure 4. Opportunities for value innovation (Bocken et al. 2013)

In figure 4, at the core is the value proposition of the network that presents the benefits to
stakeholders for which they pay for. During the value proposition delivery, the value might
be destroyed — destroyed value can have many forms, but in the context of sustainability,
the damaging impacts of business activities concerning the environment or society are
considered. Missed value opportunities, on the other hand, represent situations where
stakeholders fail to benefit from existing resources and capabilities, operate below
industry best practice or fail to gain the benefits of the network. New value opportunities
offer a way to expand company’s business into new markets and introduce new products

or services that are even more beneficial to stakeholders than earlier. (Bocken et al. 2013)

To help companies to create value propositions that support the sustainable business
modelling, a value mapping tool was developed as a result of the same study. This
qualitative approach to value analysis does not necessitate quantitative detail and aims
primary to stimulate discussion and idea generation. To be more specific, the tool aims to
help understand the positive and negative aspects of the value proposition of the value
network, identify conflicting values so that necessary actions to tackle these can be taken

and identify opportunities for redesigning business model to reduce negative outcomes
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and improve the overall outcome for stakeholders, especially for the environment and
society. First a more comprehensive value mapping tool was developed, but then a more
simple tool was presented — the more comprehensive tool can be used for deeper
analysis, but if time and resources are limited, the more simple version can be used for
quicker and high-level assessment. (Bocken et al. 2013) The simplified version of the

value mapping tool is presented in figure 5.

Environment
(Environmental Value:
environmental
benefits and impacts)

Society
(Societal Value:
societal benefits and
impacts)

Value Opportunities — New opportunities for additional value
creation and capture through new activities and relationships

Value Missed, Destroyed or Wasted — Negative
outcomes, or value inadequately captured by
current model

Value Captured ~
Current value
proposition

Purpose

Customers
(Use Value:
perceived and
actual benefits and
impacts)

Network actors
(Transaction Value:
e.g. focal firm,
investors, suppliers
partners, distributors
media, research
institutes)

Figure 5. Simplified version of value mapping tool (Bocken et al. 2013)

Above one tool for improving the role of sustainability on the company level was
presented, but it can be noticed that not so many comprehensive tools for implementing
sustainability exist. Also, measuring sustainability and especially all the three dimensions
at the same time has been noted to be difficult. Winter and Knemeyer (2013) note that it is
challenging to measure all the three dimensions of triple bottom line through the same
analytical framework: conflicts within one dimension and also between the dimensions
may arise. Still, some tools for implementing at least one aspects of sustainability exist

and next, tools to measure environmental performance of the company will be presented.
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When considering the environmental impacts of a product or a service, the whole life cycle
should be assessed, from cradle to grave. This is what the life cycle thinking is based on.
For example, the life cycle approach can focus on material or energy flows, as well as on
economical aspects. (Mattinen & Nissinen 2011) According to Tarantini, Loprieno and
Porta (2011), the use of life cycle assessment methodology can help to identify the
phases of the life cycle that cause the main environmental impacts, but also, life cycle

assessment can support technical or policy actions to reduce the environmental impacts.

It can be noted that life cycle assessment is not perfect. However, it is one of the most
powerful tools available to investigate the environmental performance of a product,
service or technology over the different stages of its life span. (Bala, Raugei, Benveniste,
Gazulla & Fullana-i-Palmer 2010) Still, it must be kept in mind that it can lead to different
results when one develops life cycle assessment with different goals and from different
perspectives: this way life cycle assessment is a context-dependent tool (Hagelaar, van
der Vorst & Marcelis 2004).

Ekvall and Finnveden (2001) define environmental life cycle assessment as compilation
and evaluation of the material and energy flows, as well as the possible environmental
impacts of these flows, throughout the whole life cycle of a product. According to Mattinen
& Nissinen (2011), life cycle assessment often consists of four analytical stages: goal and
scope definition, life cycle inventory, impact assessment and interpretation of the results.
They also note that the first stage, goal and scope definition, can in many ways be
considered as the most important phase: the goal and scope define what is studied, which

are the alternatives that are compared and how it is done.

Some life cycle approaches are designed to evaluate only one impact category.
Nowadays carbon footprint is a well-known example of such an approach: assessed by
life cycle assessment methodology, only climate impacts are considered in this tool
(Mattinen & Nissinen 2011). In their study Bala et al. (2010) suggest that a well-made
carbon footprint analysis can essentially be considered as a subset of a full life cycle
assessment, though the scope is limited to one specific impact category — the global

warming potential of the product.

In this sub-chapter the concept of sustainability, its different aspects and also tools to
evaluate sustainability on the company level have been presented. Next, the concepts of

sustainability and supply management are brought together and the next sub-chapters will
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focus on sustainable supply management. Also, the concept of green supply will be
presented, since the empirical part will mainly focus on the environmental pillar of

sustainability.

2.2 Sustainable Supply Management

If sustainability is a concept that has been referred to with many different terms, so is the
concept of sustainable supply management. For example “sustainable sourcing”
(Schneider & Wallenburg 2012), “sustainable procurement” (ISO 20400:2017) and
“sustainable supply chain management” (Seuring & Miuller 2008) are concepts that all
refer to that sustainability is be taken into consideration when making decisions
considering the procurement unit of an organization and the supply processes that it
controls. Since this study’s theoretical part focuses on the supply process as a whole and
sustainability is taken into consideration in different phases of the buying process, and
also at different levels of an organization, the term sustainable supply management will be
used. Giunipero et al. (2012) define sustainable supply management so that it takes into
account the environmental, economic and social value when selecting, evaluating and
managing the company’s supply base. Of course, if some specific part of the supply

process is being referred to in this study, more accurate terms will be used to do this.

From one organization’s point of view, when an organization considers sustainability
requirements and its possibilities to support sustainable development, sustainable
procurement has an opportunity to act as an important instrument towards this. All the
members of an organization should understand the fundamentals of sustainability.
Especially top management should pay attention to the integration of sustainability into
supply policies and strategy — top management should understand how procurement
could support the goals of an organization and improve the overall performance. The
procurement function should be organized towards sustainability by the procurement
management, and during this process the organizational conditions and management
techniques should be described in order to implement and later improve sustainability
successfully. Then, when integrating sustainability into the procurement process, it should
be considered how sustainability could be integrated into existing procurement processes.
This last part is mainly intended for the individuals responsible for the actual purchasing.
(ISO 20400:2017) More specific description of implementing sustainability into
procurement in a way that follows ISO 20400 standard is presented later in sub-chapter

2.3. But, all in all, it can be noted that people in different positions within an organization
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have different responsibilities when sustainable supply management is considered, and
also the concrete tools to influence the sustainability at different levels of an organization

vary.

If the company wants to be sustainable, it requires sustainable supply networks.
Nowadays many operations of the companies are outsourced to suppliers, and as an
example from environment's point of view, the outsourcing results to that the
environmental impact of the company also depends on its supply network’s members’
environmental impacts. (Tate, Ellram & Dooley 2012) Krause, Vachon and Klassen (2009)
note that a company is as sustainable as its supply chain — this means that the company
is no more sustainable than the suppliers selected and retained by the company. When a
company has formed a relationship with the supplier, the knowledge about supplier’s
business helps the buying company to understand better the environmental impacts of
companies’ supply activities and even lead to mutual improvements in environmental
management practices and cost-effective environmental solutions (Simpson & Power
2005).

Completely understanding the company’s sustainable profile requires investigating
company’s extended supply chain or even the wider network in which the company
operates — considering only the direct suppliers of the company is not enough (Miemczyk,
Johnsen & Macquet 2012). Also Zimmer, Fréhling and Schultmann (2016) suggest that to
gain the greatest benefit from sustainable supplier management, the organization should
integrate all the upstream supply chain members. Still, integrating sustainability into
supply network might not be so easy. Part of the problem when identifying the supply
network might be that even though companies are nowadays reporting on sustainable
ways to do their business and promoting the responsibility programmes of the company,
the purchasers of retailers and manufacturers do not have ways to trace the origin of raw
materials or components — in addition, they might not be able to find out the companies
involved in the entire supply network or the conditions that the products are produced
(Lintukangas et al. 2016).

Supply chain professionals have an important position when a company wants to improve
sustainability practices. As an example, activities like reducing package material, bettering
the working conditions in warehouses, using transportation that is more fuel efficient and
requiring suppliers to participate environmental and societal programs can reduce costs

and at the same time improve company reputation. (Carter & Rogers 2008) These can be
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seen as reasons behind sustainable supply management: more reasons for adopting

sustainable supply management will be presented later in sub-chapters 2.5 and 2.6.

2.2.1 Green Supply

When it comes to supply management activities that aim to better the environmental
performance of purchased inputs, or of the suppliers that provide the inputs, the term
“green supply” is often used. Green supply refers for example to cooperative recycling,
reduction of packaging waste, gathering environmental data about the products and
development of new environmental processes or products. (Bowen, Cousins, Lamming &
Faruk 2001) In the literature, many concepts like “environmental purchasing”, “green

LT

supply management”, “responsible buying” and “sustainable supply chain management”
have been used to describe the activities and decisions that the companies make to take
environmental issues into account in the procurement of their products and services

(Lintukangas, Hallikas & Kahkdnen 2015).

According to Ageron, Gunasekaran and Spalanzani (2012), greening supply chains can
be described as a broad strategy to manage the flow of materials along value chains,
including phases like sourcing, production and distribution, in a way that enables the
protection of the environment through guarding natural resources, in addition to reducing
global warming and carbon footprint. Green supply chain management can also refer to
the control of energy consumption and non-renewable resources, reduction of
manufacturing waste and disposal of this waste in a manner that is safe and legal (Aktin &
Gergin 2016). Another definition for green supply chain management is developed by
Srivastava (2007) and according to this definition, environmental thinking should be
integrated into supply chain management in a way that covers the whole life cycle of the
product: product design, material selection and sourcing, manufacturing processes,
delivering the final product to the consumers and end-of life management of the product,
which refers to the time after product’s useful life, should all be included to this. Also Shi,
Koh, Baldwin & Cucchiella (2012) note that by adopting the life cycle approach, green
supply chain management aims at maximizing the overall environmental profit — this helps

the company to realize its sustainable development and improvement.

Green supply can be divided into two main types: “greening the supply process” refers to
supplier management activities that are aiming at incorporating environmental

considerations. Actions of this type are changes made to the way of collecting
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environmental information about the suppliers and evaluation of the environmental
performance of suppliers. Another type, “product-based green supply” refers to the
changes made considering the supplied product — for example, recycling and reducing
waste are initiatives of this type and both these examples also require cooperation with
the supplier to be achieved. (Bowen et al. 2001) Hervani, Helms and Sarkis (2005) argue
that there are several techniques to help the managers map the environmental impacts
along supply chains: life cycle assessment, product stewardship and design for
environment principles are mentioned as examples. Ageron et al. (2012) add 1ISO 14001
adherence, lean management, product facilities, clean programs, eco-design, reduction of
transportation costs, reverse logistics and remanufacturing to the list of environmental

issues affecting the green supply management.

It can be noted that suppliers’ environmental impact on the footprint of a product might be
even greater than suppliers’ economic impact on a product (Tate et al. 2012). Supplier
relationships may offer useful possibilities for the company to influence environmental
performance of its important products and services (Simpson & Power 2005). Especially
when it comes to early phases of product innovation, the green supply management of the

company should play an active role (Lintukangas et al. 2016).

2.3 Ways to Implement Sustainability to the Supply Processes

In sub-chapter 2.1, one possibility to implement sustainability on a corporate level was
presented. In this sub-chapter, ways to implement sustainability into the supply processes
and the procurement are presented. Also ISO 20400 standard, which will also be used
and taken into practice later in the study’s empirical part, will be presented here. Even
though other models presented in this sub-chapter will not be used in this study’s
empirical part, they are presented as a comparison and to illustrate optional frameworks

that can be adapted to the supply process.

ISO 20400 standard describes how sustainability can be implemented to the
organization’s procurement. According to the standard, there are four main phases with
more detailed descriptions and practical tools that should be considered when
implementing sustainability — all the phases are implemented by different people in
different positions and this way different levels within an organization have their own

aspects that attention should be paid to. The four phases are presented in figure 6.
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Understanding the fundamentals

Integrating sustainability into the procurement policy and strategy

Organizing the procurement function towards sustainability

Integrating sustainability into the procurement process

Figure 6. Integrating sustainability into the procurement (modified, ISO 20400:2017)

In figure 6, the first phase focuses on the main principles that are included into sustainable
procurement. All in all, this part focuses on the big picture of sustainable supply
management and provides information about core subjects of sustainable procurement, in
addition to the reasons why sustainability should be implemented in the procurement. This

phase is targeted for all the members of an organization. (ISO 20400:2017)

The second phase, on the other hand, focuses on the organization’s procurement policy
and strategy — this part is especially targeted to organization’s top management. Top
management’s commitment to sustainability is important to the success of sustainable
procurement and the principles of sustainability should be integrated at the most strategic
and highest level of the procurement function. The procurement policy should be in line
with organizational sustainability goals and objectives, and also the implementation of
sustainable procurement policy should be managed. (ISO 20400:2017) Also the results of
the study made by Giunipero et al. (2012) note that sustainable supply management

needs the vision and support of the top management.

When priorities for sustainable procurement are set, it is important to note that the
procurement should be in line with organizational goals and objectives. Sustainable
procurement policy should, for example, reflect the values, principles, objectives and
goals of an organization, and also it should reflect the organization’s commitment to
sustainability. Understanding the procurement practices and supply chains is also
important and when priorities for sustainable procurement are set, the organization should

make and overview of its procurement practices and supply chains in order to avoid
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possible damages in company’s reputation that might occur if some current practices are
not encouraging to sustainability. Finally during this phase, the implementation of
sustainability objectives should be managed in a way that take into account certain
important issues, such as validating strategic objectives and getting endorsement from top

management and assessing and monitoring the implementation. (ISO 20400:2017)

Next, the procurement function should be organized towards sustainability. This phase is
mainly intended for the procurement management. If the organization wants to implement
sustainable procurement policy successfully and improve the procurement continually,
certain organizational conditions and management techniques, such as engaging both
internal and external stakeholders, in addition the supply chains, setting of priorities for
sustainable procurement and creation of performance measures and indicators are
needed. When it comes to measuring of sustainability within the procurement and when
defining metrics and indicators, it should be kept in mind that metrics are raw data
collected to understand the performance, while indicators are the information to support
the decision-making. Also practises such as reporting and benchmarking are important
when defining measuring. (ISO 20400:2017) When it comes to benchmarking, it could be
suggested that especially on public sector the organizations could learn from each others
practices regarding sustainability, since these organizations follow the same procurement
law and in bigger picture they aim at same goals, such as using the public resources

efficiently and transparently.

Finally, sustainability should be integrated into the procurement process. This is mostly
done by the individuals responsible for the actual procurement. Sustainability should be
integrated into the existing procurement processes and in addition to planning and many
analyses, the integration of sustainability requirements into specifications, selection of the
suppliers and management of the contract should be taken into account in this phase
when deciding about the sustainability improvements of the procurement processes. (ISO
20400:2017)

If ISO 20400 standard focuses on implementing sustainability into organization’s
procurement, Beske and Seuring (2014) focus in their study on implementing
sustainability into supply chain management. In their study, the authors introduce five key
sustainable supply chain management categories and practices related to them. These

categories and practices are presented in figure 7.
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Figure 7. Sustainable supply management categories and practices (Beske & Seuring
2014)

In figure 7, sustainable supply chain management practices are grouped under five
general categories: orientation, continuity, collaboration, risk management and proactivity.
Also, three hierarchical levels that categories can be placed into are presented. The
introduced practices are respective for each category and present the operational
implementation of each category’s goals. (Beske & Seuring 2014) Next, the five

categories will be presented shortly.

The orientation category emphasizes top-management’s support, which is needed to
reach the full potential of sustainable supply chain management. As part of strategic
values of the company, orientation also refers to the integration of sustainability into the
strategy and strategy formulation of an organization when trying to gain competitive
advantage. The next category presented in the figure is continuity. Relationships that are
good and mutually beneficial can be seen as key factors of sustainable supply chain
management. (Beske & Seuring 2014) Seuring and Mduller (2008) define sustainable

supply chain management as the management of material, information and capital flows,
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as well as cooperation among the members of the supply chain, while taking sustainability
goals from all the three dimensions of sustainability into account. Cooperation among the
supply chain members requires relationships between the members, and since it takes
time to form supplier relationships and networks, it can be understood why continuity is

placed to the structure level of the figure.

The third category, collaboration, is placed in both structural and operational levels. On
the one hand, this category includes issues that make collaboration possible in the first
place, but on the other hand, the aspects of how collaboration can finally be achieved in
the supply chain are situated at the operational level. It can also be noted that

collaboration can be seen as one step further than cooperation. (Beske & Seuring 2014)

The fourth and fifth categories, risk management and proactivity, are placed to the
process level. When managing risks, companies can engage long-term relationships to
reduce their supplier base and this way the risks associated with individual suppliers
decrease. But then, on the other hand, the company becomes dependent on fewer
suppliers. When it comes especially to the part of sustainability in supply chain
management, for example certification standards like 1ISO 14001 for environmental
management can be used. The last category of the figure is proactivity: as an example,
proactive companies might have unique opportunities such as first-mover advantages,
and this way they reach out to new customers and developing new markets. (Beske &
Seuring 2014)

One way to include environmental requirements into the purchase is to use life cycle
assessment. This was already presented earlier in sub-chapter 2.1. Life cycle assessment
can also be useful especially from the supply management’s point of view, and here life

cycle assessment will be shortly presented from this perspective.

For example, when purchasers need to select a product or service based on the
environmental criteria, life cycle assessment can be helpful tool (Butt, Toller & Birgisson
2015). Earlier in this chapter carbon footprint (defined by for example Mattinen & Nissinen
2011) was given as an example of a tool focusing on the evaluation of environmental
impacts, to be more specific, the impacts on the climate. One procurement policy focusing
especially on carbon reduction is low carbon procurement, which can be defined as the
process of an organization aiming at procuring goods, services, works and utilities with a

reduced carbon footprint throughout their life cycle and/or leading to the reduction of
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organization’s overall carbon footprint when its direct and indirect emissions are

concerned (Correia, Howard, Hawkins, Pye & Lamming 2013).

As mentioned, for environmental supply chain management, life cycle assessment can be
seen as a useful instrument. It is a technique for collecting data about environmental care
issues, and this way it helps to locate the environmental hot spots. Life cycle
assessment’s results can be considered as indicators of the supply chain process and
they can offer support for the decision making. Also, life cycle assessment is a tool with
which the environmental effects covering the product’s whole life cycle can be integrally
assessed. Integral refers to that all the processes in the supply chain affecting the overall
environmental burden are included in the assessment — all the processes from the use of
raw materials to the use, re-use and disposal of the product. (Hagelaar et al. 2004) ISO
20400 (2017) also reminds about analysing the costs as one principle of sustainable
procurement: the company should consider the costs of the whole life cycle, the value
achieved for the money and the costs and benefits for the environment, economy and
society resulting from company’s procurement activities. This way both impacts and costs
of the life cycle could be suggested to be considered when implementing sustainability

into supply management.

Butt et al. (2015) note that when tools for life cycle assessment are implemented to the
procurement process, it is important to align the potentials and limitations of these tools
with the purpose they are intended to. In the same paper, the authors also remind that if
life cycle assessment is intended to be useful for the decision support in a procurement
situation, it is important to have a clear understanding of technical features, in other words
attributes, that build up the phases of a life cycle and how high-quality data for them can
be achieved. Also Hagelaar et al. (2004) note that from managerial perspective the
application of life cycle assessment tool can be complicated — one has to make choices
about the amount of resources intended to invest in the execution of an assessment,
about the information required to be able to make far-reaching decisions, about the
information that satisfies the stakeholders and finally, about the public character of

information.
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2.4 Measuring Sustainability

Since supply chains include many manufacturers, vendors, distributors and retailers that
are dispersed either regionally or globally, measuring the performance is challenging
because it might be difficult to attribute performance results to one specific entity within
the chain. If the performance measuring is difficult within one organization, it is even more
difficult between many organizations. Reasons for this can be for example non-
standardised data, differences in organizational policy, poor technological integration and

lack of agreed metrics. (Hervani et al. 2005)

Corporate performance measurements and applications are continuing to grow. Both
qualitative and quantitative measurements and approaches are included. The
performance measurements that the organization chooses to use depend on the goal of
the organization, in addition to the characteristics of the individual strategic business unit.
Also, the performance measurement system may be unique to every individual
organization, reflecting the environment and the fundamental purpose of the organization.
(Hervani et al. 2005)

For example, when it comes to environmentally based performance measures, the type of
measure that organization uses will describe the state of company’s environmental
management. If the organization is reactive and focuses on complying the new laws, the
performance measures might be based on factors related to meeting the regulations. But,
if the organization is trying to be more proactive, the performance measures might not
only focus on compliance issues — also for example metrics for green supplier evaluation

or information related to greenness of products may be provided. (Hervani et al. 2005)

In one sub-chapter earlier, life cycle assessment was a tool presented for evaluating the
environmental impacts of the company: it can also act as a measure when environmental
impacts are considered. Hagelaar et al. (2004) note that since strategic choices of a
supply chain are affected by the environmental goals of the chain, it can be suggested
that whenever the goals vary, the information that is needed to make decisions will vary
as well. The authors also note that because of this, the goals will affect the selection
criteria for the life cycle assessment data needed and this way they present three different

types of life cycle assessments and data required.
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Crises-orientated life cycle assessment requires end-of-pipe data, for example data about
emissions, while process-orientated life cycle assessment requires end-of-pipe, process
steps and transport data. The third type, market-oriented life cycle assessment, requires
the end-of-pipe, process steps, transport, nature and quantity of raw materials and
disposal data. The three types and strategies are aiming at different goals: crises-oriented
strategy aims at meeting the governmental rules and regulations, process-oriented
strategy at reducing the environmental burden and creation of costs savings, and finally
market-oriented strategy at meeting market-preferred environmental challenges. It can be
suggested that when the environmental care strategy becomes more ambitious, also the
life cycle assessment needs to provide more and more detailed information. The most
detailed information considering the whole chain is needed for the market-oriented
strategy, and to be able to gather this detailed information, the increasing demands for

cooperation of the companies involved in the supply chain are set. (Hagelaar et al. 2004)

In their study, Zhu, Sarkis and Lai (2008) developed a measurement scale of 21 items for
evaluating the different aspects of green supply chain management practices
implementation. These 21 measurement items can be grouped into five underlying
dimensions of green supply chain management implementation practices, which are
internal environmental management, green purchasing, cooperation with customers
including environmental requirements, eco-design practices and investment recovery, and
the empirical results of the same study suggest that all of these 21 measurement items
are important attributes of these five underlying factors of green supply chain
management practices implementation. If the manufacturers wish to improve their green
supply chain management practices, they need to monitor their implementation constantly
— this measurement scale presented could be used as a self-diagnostic tool to identify
areas where improvements are needed and also to identify aspects of green supply chain
management practices that require additional implementation from the manufacturer (Zhu
et al. 2008).

2.5 Reasons Behind Adopting Sustainable Supply Management

The end-customers are increasingly aware of the ecological, environmental and ethical
issues considering their consumption. Customers’ demands to save energy, ensure
consumer safety and reduce the waste and pollution have forced companies to consider
their ecological and ethical values. (Lintukangas et al. 2015) Many organizations, such as

government institutions and both profit and non-profit organizations, have also expressed
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their concern about global warming, use of non-renewable resources and increasing
industrial activities — this has forced stakeholders to pay attention to sustainable business
development (Ageron et al. 2012).

Also other external and internal factors have influenced to the implementation of
sustainable supply management. External factors include regulatory requirements,
competition, characteristics of the business and stakeholder actions, while internal factors
include top management’s vision, demands of the customers and suppliers’ sustainable
initiatives. (Ageron et al. 2012) Wu and Pagell (2011) note that because of the many
interrelated economic and environmental challenges, such as fluctuation in commodity
prices and climate change, the organizations have started to examine their supply chains,

but also the critics demand that sustainability should be taken into account.

Seuring and Miller (2008) conducted a literature review of 191 papers of the field of
sustainability and supply chain management. Based on the results of their literature
review, the authors provided a conceptual framework capturing the related research. As
part of this framework, triggers for sustainable supply chain management were noted —

these triggers are presented in figure 8.

Pressures and

incentives

Government

Suppliers Focal
(multi-tier) company

Stakeholder

Supplier
evaluation for management
risks and for "sustainable”
performance products

Figure 8. Triggers for sustainable supply chain management (Seuring & Muller 2008)
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As demonstrated in figure 8, the starting points for consideration of sustainability are
external pressure and incentives that different groups set for the company. The group of
stakeholders is wide, but two other groups, customers and government, are of particularly
relevance. When a company is pressured this way, it often passes the pressures on to its
suppliers. Finally, according to the study that presents this figure 8, two different strategies
can summarise how companies deal with the issues mentioned above: supplier
management for risks and performance, and supply chain management for sustainable
products. (Seuring & Muller 2008)

The major benefits gotten from adopting the sustainable supply management include
customer satisfaction, quality, innovations, trust, management of the supply risk and fill
rate. Benefits should be kept in mind when determining whether investing in sustainable
supply management is worth the investment or not. (Ageron et al. 2012) According to
Krause et al. (2009), the suppliers that take environmental and social issues into account
in their operations can offer the buying company an increased efficiency, safeguards to
the company image and reduced likehood of supply problems. The risks of violating the
image and brand of the company are indeed arising from the supply base: these risks can
include for example the suppliers’ use of toxicant materials in end-products and the use of
child labour (Lintukangas et al. 2015).

It can be noted that when it comes to supply management, environmental and
sustainability risks are of concern. Environmental hazards might have a significant impact
on company’s reputation. (Lintukangas et al. 2015) Also Simpson and Power (2005)
suggest that one benefit gotten from including environmental specifications in the
suppliers’ performance specifications is the protection of the company reputation — these
environmental specifications demanded from the suppliers increase the company’s
possibilities to respond more rapidly to the issues considering suppliers’ environmental
performance, and this way it can be easier for the company to protect its reputation and
investments. This way it can be suggested that one reason for the companies to adapt
sustainability into their supply management practices is to avoid the damages in company

image and reputation.

Many other benefits can also be achieved if environmental specifications are taken into
consideration as part of supply management. In addition to reduction of risk considering
company reputation, also risks associated with chemical management and storage can be

reduced. It can be suggested that corporate responsibility targets can be achieved more
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efficiently, improved processes may provide benefits to the manufacturing systems and

also opportunities for innovations may occur. (Simpson & Power 2005)

2.6 Goals of Sustainable Supply Management

Since the goal of sustainability is to meet company’s direct and indirect stakeholders’
needs without compromising the ability to meet the future stakeholders’ needs, companies
have to maintain and grow their economic, environmental and social capital base. At the
same time companies actively have to contribute to sustainability in the political domain -
from this perspective, corporate sustainability’s three main characteristics could be
defined as integrating triple bottom line, short-term and long-term aspects, in addition to
consuming the income, not the capital. (Dyllick & Hockerts 2002) Palmer and Flanagan
(2016) define same kinds of characteristics for sustainability: in their research they note
that principles associated with stakeholders, triple bottom line and long-term time horizon

are at the focus of most sustainable strategies.

Nowadays companies are putting more effort to their sustainability reports, but also the
setting of goals for sustainability is gaining attention when companies’ sustainability
activities are concerned — goal setting can be seen as an important component of
sustainability strategies, and sustainability reports are a way to report these goals for the
public. The study and analysis made of sustainability goals of large firms shows that when
it comes to the aspects of triple bottom line, most of the goals set could be classified into
the environmental category: in this category the goals of the companies were connected
to emissions, effluents and waste. In the social category the goals referred to health and
safety, but according to the study very few companies stated goals for economic —
however, many goals that are connected to environment and social dimensions might also
affect the profit, for example healthy and productive workforce or lower energy costs might

have an effect on profit. (Palmer & Flanagan 2016)

When it comes to environmental management goals, a joint approach between the buyer
and supplier might be a useful way for the buyer to introduce the requirements for the
environmental performance. Joint approach may also help when promoting environmental
innovation activity and implementing environmentally sound process technologies into the
supply chain. (Simpson & Power 2005) Environmental supply chain management requires
information covering all the production stages of product’s life, in order to achieve more

effective supply chain from the environmental perspective: data transparency and policy
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congruence in the supply chain are required, and therefore openness and trust are
needed (Hagelaar et al. 2004). Beske and Seuring (2014) note that good communication
helps to better the performance of the whole supply chain, not only of selected partners —
especially in the case of green and sustainable products, knowledge at all stages of the
supply chain about ingredients, components and working conditions is necessary because

the detailed information is many times in the hands of the respective supplier.

The environmental and economical performance that the company is aiming at, the
regulations, corporate environment and the company’s internal organization are affecting
the strategic choice of company’s environmental management concept. It can be noted
that if the company wants to fulfil the environmental and also economic performance
objectives, managerial efforts should be directed at designing suitable organizational
structures with the corresponding and this way matching measures to be able to manage
and control the environmental impacts of the physical process. Targeted performance and
matching managerial concepts, the two dimensions mentioned above, are tightly linked to
each other by means of the corporate strategy, in this case the strategy considering the

environmental care. (Hagelaar et al. 2004)

In addition to the actual environmental practices and their adaption, also other production
philosophies might lead to improvements from environment’s point of view. Lean
production philosophy can be mentioned as an example of this. The objective of lean is to
create an efficient system that is well-organized and devoted to continuous improvement,
in addition lean philosophy aims at the elimination of all forms of waste: this way when
adapting lean, there is also potential for the company to gain environmental benefits
(Simpson & Power 2005).

It is also notable that lean manufacturing and management requires integration of the
supply chain. Supplier relationship management is critical for lean production and
collaboration between buyer and supplier is required. A company that wants to implement
lean management within the supplier management has three options: integrate supplier
vertically, switch from a non-lean supplier to a lean supplier, or develop existing suppliers’
lean capabilities. Since switching of the supplier can be costly in many ways, improving
the lean practices with the company’s own lean suppliers might be the only option left.
The lean supply relationship can be described to have open communication and a
standardization of everything. Suppliers are aware of their relationship status and they are

given an opportunity to improve. Yet, the success of this kind of lean production depends
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on the coordination in the supply chain. (Simpson & Power 2005) Even though taking care
of environmental issues does not necessary require the implementation of lean, it can be
noted that especially because of the elimination of waste part in lean management, the
implementation of this management philosophy can also help to achieve some goals of

the environmental sustainability.

2.7 Barriers for Sustainable Supply Management

Even though some environmental friendly practices are aiming at same result as
traditional goals of operations management, such as waste and pollution reduction, not all
environmental practices bring cost savings - some of them might even increase the cost,
especially in short-term. As an example, investing proactively in green technology may not
pay off for decades. The real challenge for the company is to run a viable business today
without compromising the natural environment in the future, and managing this trade-off
will test every organization. (Wu & Pagell 2011) Also Min and Galle (2001) note that
because of the start-up investment together with environmental auditing and employee
training, a company with limited financial resources might not be ready to implement a
green purchasing strategy that could reduce upstream waste resources and improve the
overall performance from environment’s point of view. Adopting green practices can be

expensive, especially on the short-term basis (Giunipero et al. 2012).

When changing practices and processes, resistance to change always exists in
organizations. There are multiple potential sources for resistance, such as top
management, financial issues, culture, type of business, performance objectives and
knowledge management. It does not matter if the barriers exist in the focal firm or in the
supplier firm — it is still important to identify the barriers to sustainable supply

management. (Ageron et al. 2012)

When creating sustainable supply chains, the managers must implement sustainability
goals, practices and cognitions into their day-to-day management. Starting with top
management, sustainability should be part of everyone’s job because responsibility for
sustainability cannot be assigned for some separate entity within the organization.
Understanding that sustainability is an organizational commitment is a requirement for top
management — redesigning products and processes can be signs of understanding, but
this can only happen if all employees affecting the change are properly motivated and

rewarded. (Pagell & Wu 2009) Without the formal commitment of top management, the
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individuals involved in procurement have no official mandate to implement sustainability
into their work — this might also lead to the lack of resources and recognition needed to
integrate sustainability practices (ISO 20400:2017).

As mentioned earlier, it is not enough that only the buying firm adopts sustainable
practices into its supply management. Sustainability should also be required from the
whole supplier network. A company must assure that their supply chain partners, including
lower-tier suppliers, are committed to the company’s sustainability practices — a company
cannot fulfil its corporate responsibility standards, if the supply chain members do not
follow the standards (Paulraj, Chen & Blome 2017).

Also, the lack of information might become an obstacle. When environmental impacts of
the supply chains are considered, the company might not have complete information on
decision parameters or consequences: the scientific information might be limited when it
comes to environmental problems that the organization faces, how environmental issues
interact and affect sustainability’s other dimensions, or which might be the consequences
of such interactions (Wu & Pagell 2011). Also, the company might be afraid that possible
stricter environmental quality standards might reduce the amount of qualified suppliers
(Min & Galle 2001). When analysing the articles written about sustainable supply chain
management, Seuring and Mdller (2008) noted that coordination effort and complexity, in
addition to insufficient or missing communication in the supply chain, were barriers for
sustainable supply chain management that were mentioned frequently — even though high
cost was the most mentioned barrier according to the authors’ literature review, barriers

considering coordination and communication became the second and the third.
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3. PUBLIC PROCUREMENT

According to statistics of the European Commission, in Finland the government,
municipalities and congregations spend about 18 % of gross domestic product (GDP),
which is 34 billion euros, on procurement of goods, services and public works (The Public
Procurement Advisory Unit 2018b). This way the public sector and its procurement
present a remarkable purchasing volume in Finland. When tendering the purchases,
public institutions must follow the public procurement law that aims at efficient use of
public funds, advancing the good quality, innovative and sustainable purchases, and
securing the equal possibilities for companies and other organizations to offer goods,

services and works when tendering public purchases (Finlex 2016, 2§).

Because of the reform of European Community directives on public procurement, the
public procurement law was updated and the renewed law was introduced on 3.1.2017.
The aim of the new law is to simplify the procurement process and increase the efficiency
when using the public funds. In addition, the new law aims at bettering the chances of
small and medium size companies in purchasing, and also the law encourages to take
into account the sustainability issues and innovativeness better than it earlier did. (Hansel
2017)

The importance of expertize when planning the purchases and defining the content has
been increasing. Also, procurement is at the centre when creating conditions for
productive and economic activities. Procurers must identify and define the specific needs
and recognize the purchasing options, the market should be familiar and also for example
expectations and goals set for environmental aspects and social justice should be noticed.
This way the aim of government procurement is to expand the focus of expertize and

development of procurement skills. (Turunen, Hyténen & Koivurinta 2009)

Quality, environmental and social aspects have set new requirements for public
procurement. It is expected that public procurement offers an example of how
requirements considering these issues are set for the purchases, and acting as a
forerunner requires government procurement an ability to observe many new aspects
when tenders are considered. To promote sustainability in public procurement, the aim is
to reduce the use of materials and negative environmental impacts during the whole life
cycle of the product or service. The aim is to find a solution that answers to demand both

in ecological and economical way, and this way offers the best solution. (Turunen et al.
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2009) All'in all, it can be noted that the importance of sustainability in public procurement,
and also government procurement, has been noted and new kind of expertize is needed.
Procurement is increasingly noted to be an efficient way to better the state of sustainability
in public organizations. Still, if public procurement organizations truly want to act as
forerunners, new requirements regarding sustainability must be taken into account and
actions towards more sustainable procurement must be implemented. In this chapter,

public procurement and also sustainability’s role in it are evaluated.

The chapter is structured as follows. First, since the case company Hansel is the
government central procurement unit, the centralized structure of the public procurement
will be described. Then, in the second sub-chapter, public procurement will be presented
from the public procurement law’s point of view and then, the focus shifts to the
government procurement and its purposes. At the end of this chapter, public procurement
and sustainability are brought together and sustainable public procurement, especially

from green public procurement’s point of view, is presented.

3.1 Centralized Structure of Public Procurement

Among many European countries, Finland has established central procurement agencies
(Karjalainen 2011). This kind of centralized purchasing can also be referred as consortium
sourcing. In consortium sourcing the members of consortium form a cooperative structure,
and the purchasing function of two or more companies that are acting at the same level of
the supply chain combine their purchasing volume (Essig 2000). The aim of this horizontal
cooperation is to achieve various benefits, for example lower costs because of price
reduction, lower management cost, lower logistics costs and increased flexibility of

inventories (Tella & Virolainen 2005).

Centralized purchasing and corporate-wide framework agreements are one way to
organize organizations’ purchasing: these strategies are used when the organization
wants to reduce the number of suppliers and increase purchasing leverage with these
suppliers remained. In addition, it enables to reduce purchasing cost, which is possible
because of lower product prices and cost savings during the purchasing process. Instead
of every organizational unit acting on their own and this way deciding their own suppliers,
specifications and contractual agreements, corporate agreements for all these units can

be made with the selection of suppliers that are preferred. (Karjalainen, Kemppainen &
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van Raaij 2009) When doing their operative purchases, all the organizational units should

use these frame agreements (Karjalainen 2011).

When it comes to centralized arrangements, the agency makes framework agreements
that make several items at a certain price available for a given period of time. This
centralized arrangement is available to all public administrations, which are then
recommended to utilize these contracts. The tendering process of public procurement is
highly regulated and special requirements must be taken into consideration for example

because of the European Union (EU) directives. (Karjalainen 2011)

3.2 Principles for Public Procurement

The public procurement law defines the tendering procedures and obligations of action
that all the public authorities, in addition to other procurement units in the scope of
application, must follow when making purchases. The principles of non-discrimination,
parity, openness and relativity, coming from the contracts made of EU operations, are the
basis for obligations of action. These four principles must be followed during every phase

of tendering procedures. (The Public Procurement Advisory Unit 2016)

The tendering of public purchases must follow the procurement law and some sectors
must follow the procurement law for special fields. Such sectors are water and energy
management sectors, certain postal service sectors and certain fields of traffic services.
(Pekkala et al. 2017) Also, there is a law for public defence and security contracts and a
law for electric auctions and dynamic purchasing systems (lloranta & Pajunen-Muhonen
2015).

According to Pekkala et al. (2017), there are 14 different phases during the public
procurement process. These phases are listed in table 1. The time used for the
procurement process depends a lot on the product or service that is being purchased,

which means that also the time required for each phase varies.
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Table 1. Phases of public procurement process (Pekkala et al. 2017)

1. Supply strategy and instructions for the

purchase

8. Examining the suitability of the suppliers

2. Mapping the need for purchase
(technical dialogue) and planning the

purchase

9. Comparing the offers

3. Choosing the procurement procedure

10. Making the purchasing decision

4. Forming the invitation to tender

11. Informing the suppliers

5. Publishing the contract notice and the

invitation to tender

12. Making the purchasing contract

6. Making the offers

13. Publishing the contract award notice

7. Receiving and opening the offers

14. Execution of the contract

As a comparison, lloranta & Pajunen-Muhonen (2015) have divided the practical

procurement process to three main phases and when doing so, they describe the

extensive practical

procurement process and the focus on the development of

procurement in public organizations. These phases are presented in figure 9. It should be

noted that the public procurement law only regulates the tendering part of the

procurement process and this way it only covers a fraction of the whole process (lloranta
& Pajunen-Muhonen 2015; Pekkala et al. 2017).
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Figure 9. The extensive practical procurement process and the focus on the development

of procurement in public organizations (lloranta & Pajunen-Muhonen 2015)

In figure 9, there are three main phases described. During the phase one, in other words
the phase where planning and preparation of the procurement is done, the needs
connected to the purchase and the impacts of the whole life cycle of the purchase are
evaluated, in addition the end-customer’s or end-user’s point of view must be considered.
Also, the supplier market and its possibilities will be analysed. In the end of the planning
and preparation phase, the execution of the procurement and the tendering phases will be
prepared. In addition, the main characteristics and targets of the directing during the
contractual period must be considered at this point. After the planning and preparation
phase, the tendering itself will take place. Finally, during the contractual period that follows
the tendering and procurement decision, it will be assured that the suppliers and service

providers will follow the contract. (lloranta & Pajunen-Muhonen 2015)

According to the law, the procurement unit must treat the participants of the purchasing
procedures and also other suppliers in equal and non-discriminating way. Also, the
procurement unit must act transparently and pay attention to relativity. (Finlex 2016, 3§)
The procurement units must aim at organizing their procurement in a way that allows the

procurement to be done in economic, good-quality and systematic way while taking into
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account the advantage of the existing competition in a market, in addition to taking into

account the environmental and social aspects (Finlex 2016, 2§).

The procurement units have a possibility to make purchases from the central procurement
unit. Also, it is possible for the procurement unit to use a procurement contract, framework
agreement or dynamic procurement system established by the central procurement unit.
(Finlex 2016, 20§) When it comes to the procurement decision, it may be based either on
the lowest bit or a combined affordability that can include for example the price, costs of

the whole life cycle, delivery time, quality or environmental values (Lehtinen 2012).

When it comes to the government procurement, the government supply strategy from year
2009 defines the guidance and development procedures considering the common
guidance. In addition, it defines those sectors that the development of government’s
procurement should focus on. The aim of the supply strategy is to advance the open and
economical purchasing and the logistics related to it from the state finances’ point of view.
Also, the strategy aims at increasing the efficiency of purchasing in every unit belonging to

government. (Kuuttiniemi & Lehtomaki 2017)

A central procurement unit offers the central purchasing services and also purchasing
support for its direct and in-direct owners. Also, those procurement units, who'’s right to
use central procurement unit’s services has been regulated separately, have right to use
the offered services. (Kuuttiniemi & Lehtomaki 2017) The policy in government
procurement is that basic products and services, in addition to basic technology, software
and common information systems, will be centrally tendered: this kind of purchases
should be utilizing the contracts of government central procurement unit Hansel (Turunen
et al. 2009). In 2017, the value of the purchases that were bought with Hansel’s contracts
was 1,3 billion euros, of which 800 million euros was spent to buy products and services

through framework agreements (Hansel 2018a).

3.3 Sustainability in Public Procurement

Sustainable public procurement refers to including both environmental and social criteria
in the purchasing decisions of public organizations (European Commission 2016). There
is also a concept focusing on the environmental aspect, green public procurement, which
will be presented later in this sub-chapter. As mentioned earlier, in 2017, about 800 million

euros was spent on product and service purchases through Hansel's framework
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agreements. This huge volume makes framework agreements an efficient method to

implement sustainability into procurement (Hansel 2018c).

In addition to procurement law, the government programme and the decisions in principle
of Finnish Government enhance the sustainability issues and innovativeness to be
considered. As an example, in every purchase the environmental issues should be taken
into account and at least 5 % of purchases should be innovative. When talking about
sustainability, it refers to taking into account environmental, social and economical points
of view and the aims of these three aspects when making purchases. (Kuuttiniemi &
Lehtomaki 2017) One of the government supply strategy’s aims is to encourage the
purchasing unit to develop its practices in a way that takes principles of sustainable
development, innovative solutions, developing service concepts and active management

of contracts into account (Turunen et al. 2009).

Innovative public procurement refers to the sourcing of new or remarkably better products,
services or works, which increase the productivity, quality, durability and/or effectiveness
of public service. Innovativeness can be included to the purchase itself, purchasing
process or the implementation phase. Innovative public procurement can also refer to the
encouragement of innovations in purchasing, which seeks new solutions, outcomes and
purchases promoting innovations that lead to research and development phases that
create completely new solutions. (Kuuttiniemi & Lehtomaki 2017) It could be suggested
that innovations are also important in the context of sustainability. For example, ISO
20400 (2017) defines innovative solutions as one principle of sustainable procurement
and advices that if the organization wants to promote more sustainable outcomes
throughout its whole supply chain, the organization should seek solutions to address the
objectives of sustainability and be encouraging towards innovative procurement practices.
Sustainable procurement can be used for stimulating innovation from the supply chains to

generate new markets and to gain greater shared value (ISO 20400:2017).

3.3.1 Green Public Procurement

Public organizations have been showing increasing interest to take the climate impacts of
their purchased products and services into account (Mattinen & Nissinen 2011). Green
public procurement means that environmental aspects are taken into account by the
purchasing agencies when they purchase goods, services or works (Nissinen, Parikka-

Alhola & Rita 2009). During the years public purchasers have been placing more
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environmental criteria into their procurement, which has made public procurement a
favourable tool to affect the demand for greener products (Parikka-Alhola 2008). Also, the
framework contracts are important in the context of green public procurement as large
amount of goods and services that have a considerable impact on the environment are

purchased within these contracts (Bauer et al. 2016).

Local authorities can be considered as important purchasers, especially since they are
able to set an example with their purchases. They can show example by procuring
products that take sustainability into account from the point of view of decreasing the
amount of greenhouse gas emissions. Also, in Finland there is a government resolution
that provides a framework and sets aims for sustainability in public procurement.
(Mattinen & Nissinen 2011) Tarantini et al. (2011) note that by using their prominent
market leverage to favour choices that also respect the environment, public authorities
have a possibility to influence suppliers and manufacturers to produce products and
services that are more eco-friendly. Since the public procurement law was renewed, there
are now relatively wide possibilities for the organizations to take environmental issues into
account (Pekkala et al. 2017).

According to the law, it is possible to take environmental issues into account as
procurement criteria. Like mentioned earlier, in tendering the procurement decision may
be based on either the lowest price or combined affordability — this combined affordably
may include, in addition to other award criteria, environmental values. (Lehtinen 2012)
Additionally, environmental criteria can be included into the selection criteria or technical
specifications of the tender: this way environmental criteria become obligatory
requirements that must be fulfilled by the supplier or purchased product or service
(Parikka-Alhola 2008).

The obligatory environmental requirements allow using the purchasing price as the only
award criteria, but still the “green product” can be preferred. Yet, it can be noted that by
using green criteria as award criteria, the purchaser has an opportunity to evaluate
tenders based on environmental criteria and this way the principle of “the most
economically advantageous tender” can be used as a framework to include environmental
issues in the award process together with other possible elements. In addition to the
possibilities for taking environmental issues into account that are presented above, also
contract clauses may be used to introduce requirements that should be fulfilled during the
contract. (Parikka-Alhola 2008)
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One way to take environmental issues into account is to include carbon footprint of the
purchased product or service as technical specifications or award criteria. Limit value for
acceptable products should be set if carbon footprint is used as a technical specification,
but since there might be only limited knowledge about the rage of carbon footprint values,
this approach is not recommended until more knowledge is available. A proposed
alternative is to take carbon footprint into account as an award criterion. This way, when
the tenders are evaluated based on the most economically advantageous tender, the

carbon footprint is included in as one considerable criterion. (Mattinen & Nissinen 2011)

When it comes to the procurement law’s regulations about environmental management
practices, which can be used as environmental suitability requirements, companies and
other organizations can consider the usage of environmental management systems to
support the management and control of their environmental practices. With these systems
the organization is able to identify the environmental impacts of its actions and act
systematically for example towards decreasing pollutions, waste and energy consumption.
This kind of management system can be certified or registered, and the fundamental
reference systems in this respect are the Eco-Management and Auditing Scheme (EMAS)
based on the act of the European Parliament and the Council, and the environmental
management systems’ international ISO 14001 standard. In addition to registration, these
systems offer tools for environmental management within organizations. (Pekkala et al.
2017)

Environmental issues can also be considered when defining the purchase. Eco labels can
be helpful when defining the specifications and requirements considering the
environment. As an example, Nordic Swan Eco label or EU eco label, the EU-flower, can
be used when setting environmental criteria for the purchases. It can be difficult for the
procurement unit to find out if the environmental criteria are truly fulfilled or not, and
because of this the eco labels can ease the procurement unit's work. Still, the
procurement unit can face challenges when deciding which label to use when defining the
criteria. (Pekkala et al. 2017) One possible solution could be that instead of requiring a
product with certain eco label, one could only require the same criteria to be fulfilled that
would be needed for the eco label, but the supplier would have a chance to prove the
criteria fulfilled either with the eco label or other suitable documents (Nissinen 2004). This
way also the suppliers that are not using the certain label would have a chance to

participate the competition, but the environmental requirements would still be set.
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Also, one tool that the new procurement law allows to use is life cycle costing. Life cycle
covers all the phases from buying raw materials or gathering resources to reuse,
recycling, development or end-of-life, while life cycle costing covers all the cost during
products’, services’ or works’ life cycle. Costs of the life cycle include inner costs of the
purchasing unit or costs caused for the user of the purchase. Such costs can be for
example research, production and maintenance costs. Also, it is possible that life cycle
costing includes costs of environmental impacts, such as pollution caused from the

transportation of raw materials. (Pekkala et al. 2017)

In year 2013, Finnish Government made a decision in principle about furthering cleantech
solutions in public procurement. Cleantech procurement refers to the purchasing of
products, services and solutions that answer to the need of the purchaser while advancing
new and innovative technology. With cleantech procurement remarkable increase in
energy and resource efficiency can be expected, in addition it causes less environmental
effects compared to the other solutions for the same purpose currently on the market.
Cleantech in public procurement means that the procurement is able to compete in costs
of the whole life cycle and it is economically feasible. (Alhola, Saramaki, Manninen,

Lehtoranta, Pursimo, Judl, Linjama, Pietildinen, Huuhtanen & Tainio 2016)

During years 2014-2015, Cleantech Hankintamappi —research project studied the concept
of cleantech and its applicability for the public procurement. Recognising good practices,
sharing of experiences and improving interaction were important aspects of the project.
Also, examining the company views about public procurement and its role in promoting
business, and brainstorming and coordinating the joint leasing model of solar panels, were
studied and included in the research project. One concrete achievement of the project
was an internet portal “Cleantech Hankintamappi,” which acts as a showcase of

procurement expertise in Finnish cleantec public procurement. (Alhola et al. 2016)

According to the Cleantech Hankintamappi —research project, open and extensive market
dialogue, utilisation of networks, sufficiently long and careful preparation period as well as
flexible funding solution and strategic management support are key factors of successful
cleantech procurement. Also, a hard-working and determined procurer has an important
role. In practice, the promoting of cleantech solutions in procurements can require a
change in the procurement culture, because the perspective should be integrated to the

planning of all procurements. (Alhola et al. 2016) Also, Nissinen (2004) reminds in his
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guidebook targeted for environmentally sound public purchases that the commitment to
the aims and prerequisites of environmentally sound purchasing requires resources given
for the procurers: sources of information considering the recognition and monitoring of
environmental issues should be available, but also time that is required to do this. In
addition to this, Nissinen (2004) emphasizes the role of systematic and continuous

development.

When purchasing environmental friendly products or services, the decrease of direct
environmental effects might be the most important benefit from many employees’ point of
view. It must also be noted that environmental friendly choices can create cost savings:
for example long-lasting products, quality, decrease in energy consumption and the less
problems with chemicals from environmental point of view have possibilities to create
savings. Also, the costs caused during the use and the disposal of the product might be

cut because of environmental practices. (Nissinen 2004)

In addition, one of the most important ways to promote the development of environmental
friendly products, and also to make them more common, is to increase the demand.
Because of the big volumes, companies might consider public organizations as important
buyers and this way take the environmental criteria set by public organizations into
account — this way it can be profitable for companies to put efforts to environmental
friendly product design. Also, the professional buyers of the public sector know the
importance of different aspects of their purchases, and because of this, when making the
purchasing decision the truly valuable aspects are given the importance they deserve. All
in all, it is suitable for the public organizations to use environmental criteria because of the

common good that these organizations serve. (Nissinen 2004)

Even though there are many possibilities for the public procurement to take environmental
sustainability into account, there are also challenges that green public procurement can
face. As an example, in low carbon procurement’s case, even though legal constraints set
for public procurement do not necessarily prevent the low carbon procurement practices
to be taken into account during the procurement, they might still limit the range of
possibilities for supplier engagement in carbon management or carbon footprint initiatives,
if compared to the flexibility of the private sector (Correia et al. 2013). Also, the same kind
of barriers mentioned in sub-chapter 2.7, such as higher purchasing price and lack of

resources, can become barriers in case of public organizations too.
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4. RESEARCH METHODOLOGY

The research is conducted using qualitative study. Qualitative method was chosen
because of the nature of the study, and in this chapter, this methodology will be
presented. In addition, the way that the data for the research was collected will be

described, and also the validity and reliability of the research will be discussed.

The chapter also includes the description of the case company Hansel. Green public
procurement was already presented in sub-chapter 3.3.1 to describe the state of
environmental sustainability in general. This way the aim here is rather to describe the
current state of sustainability and environmental issues in case company’s processes to
define the starting point for further development, and also to justify the need for this

research.

4.1 Qualitative Research

As mentioned, the research methodology used is qualitative. According to Hirsjarvi,
Remes and Sajavaara (2009), qualitative research aims at studying the subject as
comprehensively as possible and the basic idea of qualitative research is to describe the
real life issues. Qualitative research is a suitable method for discovering deeper
processes in individuals, teams and organizations, and also for understanding how these

processes develop over time (Bluhm, Harman, Lee & Mitchell 2011).

For qualitative research it is typical that the research occurs in organization’s natural
setting. The data reflects the participant’s perceptions of the experiences that he or she
has had. When the research situation unfolds, the design of the data gathering and
analysis changes. In addition, qualitative data collection and analysis methods are not
standardized. (Bluhm et al. 2011)

In this research, the theoretical background was first presented to describe the former
research made of sustainability and public procurement. Then, material was gathered with
interviews for analysing the current state of public procurement in the context of
sustainability. More accurate description of data collection is presented in next sub-
chapter. After analysing the data gotten from interviews, the empirical findings were
concluded and then, these findings were considered in the light of earlier research. Also,

the connection between theory and practice was examined and as a result of the
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research, the process described in chapter 5 was created for the case company’s
purposes. This process created is based on the findings from both empirical research
done for this study and also the former research regarding sustainability and public
procurement. In addition, the aspects that ISO 20400 standard presents were taken into

account when creating the process.

4.2 Data Collection

The main sources of data for this research are interviews with the employees of the case
company and its stakeholders. Before the interviews started, scientific articles were used
for defining theoretical background for the research and also to describe the current state
of sustainability literature. In addition to the articles, especially when public procurement
was considered, also reports of different organizations were used, since these reports
offer information about Finnish public procurement and how sustainability has been taken

into account in it.

As mentioned, interviews are used as the primary data for the research and also as the
basis for the empirical part. Altogether 12 interviewees were interviewed. Most of the
interviewees present the case company Hansel's point of view, since seven of
interviewees were employees of Hansel, but also there were five interviewees who
present other organizations: Finnish Environment Institute (SYKE), Motiva and the City of
Vantaa. Experts from these stakeholder organizations were interviewed to gather
knowledge from the experts of sustainability, but also to find out how other public
organizations have taken sustainability into account in their processes and to hear about
best practices and examples about how sustainability has successfully taken into action.
The list of interviewees is presented in table 2. Also, the organizations they present are

listed in this table.
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Table 2. List of interviewees

The position of an interviewee The organization an interviewee
presents

Development Manager Hansel
Category Manager Hansel
Chief Financial Officer Hansel
Lawyer Hansel
Head of Unit Hansel
Category Manager Hansel
Sourcing Consultant Hansel
Senior Research Scientist SYKE
Development Manager SYKE

Sustainability Advisor City of Vantaa
Director, Circular Economy Motiva
Expert Motiva

The interviews took place between February and April 2018, and duration of the
interviews varied between half an hour to one hour. Two of the interviews were group
interviews: one was with three employees of Hansel and another with two representatives
of Motiva. The other interviewees were interviewed one at a time. Structure of the
interviews was semi-structured, which means that there was a list of questions made
beforehand, but also additional questions that arose during the discussions with the
interviewees were possible. There were two series of questions that were sent to most of
the interviewees beforehand, the questions were targeted depending on the organization
the interviewees presented: these series of questions can be found from the appendices 1
and 2. The questions of appendix 1 were targeted for Hansel's employees and the
representative of City of Vantaa, only the name of the company, which is presented in the
questions, was changed to be suitable for the interviewees from different organizations. In
appendix 2 the questions for the interviews with SYKE and Motiva are presented, yet
again the name of the organization that these questions were targeted to was changed to

be suitable for the interviews.

Interviews with Hansel's employees were considered important since the people that work
daily with the procurement were potential to give important information about the current

state of processes, development ideas that might not be considered earlier and also to
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find out examples of good practices that have emerged during daily work. Interviewees
presented different categories and also different position inside the company to gather
information from many different points of views and to reflect different backgrounds. This
was considered a best way to hear about current state of sustainability from many aspects
since sustainability is an issue of the whole organization. Also, during the interviews many
different documents that include issues considering sustainability were mentioned and this
way in addition to the information gotten from the conversations, also more information in

written form were introduced to support the discussion of the interviews.

The interviewees from other organizations — SYKE, Motiva and City of Vantaa — were
chosen because of the work they are doing and have already done. SYKE and Motiva are
organizations specialised in sustainability issues, SYKE especially in the environmental
issues, and in addition to research they have made within the field of sustainability, SYKE
and Motiva cooperate with public organizations to develop responsible and sustainable
procurement. City of Vantaa, on the other hand, has already implemented sustainability to
its procurement and the interview was made to hear about this work regarding the field of

sustainability.

4.3 Reliability and Validity

Reliability is referring to the possibility to repeat the results, in other words it evaluates the
ability of the research to generate results that are not random. Validity, on the other hand,
evaluates if the research methodology truly is able to measure what it is meant to be
measuring. Many times the terms reliability and validity are connected to quantitative
research, which is the origin of the terms, and in qualitative research they have had many
different interpretations and sometimes the terms are even avoided to be used. Still, in
every research the reliability and validity should be evaluated, even though the exact
same terms would not be used. For example, when it comes to validity of qualitative
research, one could evaluate the fit between the description of the studied issue and the
explanations and interpretations linked to it. The question would be whether the

explanation is dependable or not. (Hirsjarvi et al. 2009)

Reliability might be easier to evaluate in case of quantitative research, since this
qualitative study might not be able to be repeated exactly as it is another time. Still,
validity of this research could be discussed and evaluated. First of all, many sources of

information are used in the research to take into account different arguments presented
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about the issues and to describe the studied issues from different points of view. Many
interviewees from different organizations were interviewed to gather versatile information.
Also, the research process is described in detail so the reader would understand the
course of the study. When drawing the conclusions, arguments that the idea is based on
are presented and also both positive and negative effects of some issues are presented to

give a wide description of the issue.

As mentioned earlier, one might not be able to repeat the research as it is presented here,
as is the case for many qualitative studies. Still, for example in the case of interviews
made for the research, all the recordings of discussions were transcribed and saved,
which makes it possible to verify the information described in the empirical part and revise
the material if necessary. One considerable aspect that might affect the reliability is that
the discussions were made in Finnish and then translated to English from the parts that
were used in the study. Also, if different employees of the case company would have
been interviewed, the discussion might have been different and this way the results might

have changed.

4.4 Case Company Description

The case company Hansel is the government central procurement unit in Finland and the
aim of the organization is to reduce public expenditure by increasing productivity with its
procurement. Hansel invites tenders for products and services, establishes framework
agreements based on the items that have been tendered and offers tender consultancy
services to its clients. (Hansel 2018d) Cost savings are created when products and
services are tendered at once for large quantities and as many clients’ needs as possible
— joint procurement brings remarkable savings for government both when purchasing

prices and process costs are considered (Hansel 2018e).

Since there is a government resolution considering sustainable environmental and energy
solutions as part of public procurement, also Hansel takes this into account in the
organizations work. Hansel is aiming at bettering the state of environment in eight sectors.
(Hansel 2018h). The aims considering environmental sustainability are presented in table
3.
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Table 3. Aims of environmental sustainability in the case company (Hansel 2018h)

Decreasing energy consumption and increasing energy efficiency

Decreasing harmful chemicals

Decreasing greenhouse gas emissions

Decreasing the amount of waste

Decreasing use of non-renewable resources and reasonable use of renewable resources

Retaining the diversity of nature

Promoting environmentally friendly innovations

Promoting sustainable life style

Because of the big purchasing volume, Hansel can be creating new kinds of services and
guiding the product development towards more environmentally friendly direction. By
taking sustainability issues into account in framework agreements and by setting for
example environmental criteria for purchases, Hansel can also affect the supply market.
Hansel's contracts take into account the instructions and alignments of the government
and already offer user-friendly services and framework contracts that have taken
sustainability issues into account as comprehensively as possible. (Hansel 2018f) In next

sub-chapters, more about sustainability in Hansel’s processes will be described.

4.4.1 Reasons Behind Adopting Sustainability

A government resolution from 2009 requires that by 2015 sustainability criteria must be
included in all state procurement. Hansel has been committed to environmental issues
and already since the year 2000, Hansel has published corporate social responsibility
reports annually. (Bauer et al. 2016) This government resolution is not the only reason for
adopting sustainability: during the interviews also for example EU, United Nations (UN)
and The Organization for Economic Co-operation and Development (OECD) were
mentioned as sources of sustainability targets when trying to define minimum state for

sustainability that is based on the regulations.

Not only the implementation of law, in addition to national and international commitments,
are the reason behind implementing sustainability. According to the interviews,
sustainability is an important issue of consideration on the company level too and
Hansel’'s employees are committed to take sustainability issues into account in their work.

Sustainability is noted in company’s strategy and there are many internal instructions of
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the company how to take sustainability into account. Also, sustainability is a personal
matter for many employees, and Hansel has implemented WWF Green Office
management system. This practical environmental management system is aiming at
reducing the ecological footprint and greenhouse gas emissions of the office (WWF 2018).
Even though Green Office practices are not affecting the procurement work itself, this

reflects the values of the company and its commitment to environmental issues.

Many kinds of answers were gotten when asked about the importance of sustainability
during the interviews with Hansel’'s employees. Most of the interviewees mentioned that
changing climate, running out of resources and working conditions of employees are
important drivers for sustainability. Also, since these issues are arisen to public
conversation, it is important for a public organization to pay attention to these issues. It
would be important to take more than minimum requirements into account when making
background research and inquiries considering the becoming tenders, and when gotten
above the minimum level of sustainability requirements, Hansel would be able to promote
these achievements more widely. Also, the additional value for the clients to use Hansel’s
contracts is that sustainability issues are considered in the contracts and this way the
clients can rely on the fact that environmental, economic and social issues are taken into
account in Hansel's work. It could be concluded that this way clients’ resources are saved

when Hansel has done the work considering sustainability for them.

It was also mentioned that when these aspects are considered important on the state
level, as a state procurement unit Hansel should be involved in the implementation of
sustainability. State procurement decisions can truly affect the sustainability issues
because of the volumes the state procurement and also public procurement in general
has. Economic issues are self-evident to be taken into account in the procurement and
environmental sustainability is gaining the same position. Social sustainability has
achieved increasingly attention during the last years and lately Hansel has published a

code of conduct for electronics and tendering of computers acted as a pilot project to this.

4.4.2 Current State of Sustainability in the Case Company

Earlier sub-chapter described the reasons behind adopting sustainability and based on
this it can be noted that Hansel truly has recognizing the importance of sustainability
issues and actions towards more sustainable public procurement have already been

taken. For example, a model for life cycle costing has been developed and tested (Motiva
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2018) and code of conduct for electronics (Hansel 2018b) has recently been published.
Sustainability is included to the company strategy and annual sustainability report is
published together with Hansel’s annual report. Based on the interviews it can be noted
that the employees are aware of the fact that sustainability requirements already exist, but

on the other hand, it can be noted that there is still work to be done.

To implement sustainability into procurement processes and to develop the overall state
of sustainability, Hansel has its own responsibility team that consists of the employees of
Hansel from different units of the company. Responsibility team meets together about
once a month and if the employees have questions considering sustainability in their
tenders, members of responsibility team are there to help others. Sustainability issues are
not given to one single specialist within the organization, rather the issues are considered
together within groups gathered to build the tenders, depending on who are the ones
participating the tendering process of some specific category. The existence of this kind of
team can be recognized to be important, but based on the interviews, the visibility of the
team could be bettered when daily work is done. Also, more resources could be targeted
for the team and in general for sustainability: since taking care of sustainability is nobody’s
main job, it comes after other mandatory tasks have been done and this way not enough

time is left for sustainability issues.

When it comes to environment, Hansel has company’s own eco label. Those framework
contracts that fulfil at least two out of five criteria while tendering is planned and carried
out are awarded with the label (Hansel 2018g). At the end of 2017, 55 of 80 framework
agreements existing had this eco label, which means that 69 % of the framework
contracts had Hansel's eco label (Hansel 2018h). Also, Hansel published a code of
conduct as a result of a pilot project in March 2018, which is currently required from the
computer suppliers to be followed. The pilot was done in cooperation with Finnwatch and
KL-Kuntahankinnat Ltd, and the aim is that the good practices and experiences could be
utilized later among the other public procurers to better the state of social responsibility in

the public sector (Finnwatch 2018).

Even though there is a positive attitude among the Finnish public procurers to include
environmental criteria and practices into public procurement and support the “green
culture”, the setting of sustainability criteria into framework contracts varies between
institutions and ministries (Bauer et al. 2016). Certain criteria are set based on the law, for

example mandatory EU level requirements are considered in procurement. Still, setting of
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more demanding criteria that would raise the level of sustainability is considered difficult
among the interviewees. First of all, the price of green practices might be bigger than the
clients are ready to pay. Secondly, more demanding criteria can be difficult for the
potential suppliers to fulfil. Also, better justification for the tighten requirements would be
needed, so that there would be supporting arguments for the employees to support the
decision to include sustainability requirements into procurement. Especially for the public
procurement it is important to show the reasons behind the requirements, since randomly

set criteria can lead to the situation that does not treat the suppliers equally.

The problems with the setting of criteria are connected to the problems with the reporting
of sustainability issues. To be able to measure for example the improvements made in the
context of environmental issues, there should be right kind of data gotten from the
suppliers to monitor the progress. The reporting requirements must be taken into account
already before the actual tendering phase, so that they are included into the contract, and
Hansel might not be able to require new kind of information when the tendering is already
finished. This way the requirements should be included to the procurement criteria so that

the suppliers would be aware of the data they are asked to provide.

Setting of targets and criteria are connected: if there would be ways to define targets that
the procurement would be aiming at, it would be easier to define the data needed
considering the success to meet these targets. Based on the interviews, the target setting
and also the measuring of improvements during the contractual period are the most
demanding phases and current problems within the field of sustainability implementation.
Also, even though there is guidance for how to take sustainability into account when
procuring products or services, the information is scattered to many different places and
documents, and it might require quite a lot of work and personal motivation from the

employees to truly dig this information out from all the material available.

Also the experts of sustainability recognize these problems of the public sector. During the
interviews with Motiva and SYKE, it could be noted that even though there are good
examples of implementing sustainability into the procurement, many public organizations
still struggle with target setting and also using procurement as a tool to implement
sustainability from the strategic level to the actual processes. Even if being sustainable
would be a strategic goal of an organization, there are not many concrete targets set and
this way it might be impossible to start monitoring the progress, since there are no specific

targets that the progress would be aiming at.
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It must be noted that Hansel does not do the actual purchases for its clients. Hansel only
makes it possible for the clients to get several advantages by using framework contracts:
when planning the tenders, Hansel has a possibility to set criteria for the suppliers and this
way affect the selected suppliers’ offerings, but Hansel cannot choose the products or
services that the client finally decides to purchase. Since the actual purchasing is done by
individual ministries and public enterprises, it must be noted that mapping or assessing
the volume and effects of green government framework contracts is a huge and
complicated task (Bauer et al. 2016). Still, even though Hansel cannot affect directly what
its clients buy, Hansel has an opportunity to affect sustainability through the criteria they

set for the possible products and services offered by the contracts.
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5. SETTING OF TARGETS AND REPORTING REQUIREMENTS

The aim of this study is to define how to set targets for sustainability and how to monitor
the progress. Emphasis is especially on the word how. The aim is not to define which
ones should be the targets that Hansel should be adapting to the procurement, but rather
how to find the proper targets from all the possibilities. Many targets have already been
set because of the law that Hansel as a public procurement unit follows, but since Hansel
is willing to get the level of sustainability above the minimum, more ambitious target
setting is required and this research is trying to find a solution for that. As a result, a
process is created to be followed when target setting is considered: this process could be
used to find the targets and also the ways to monitor the progress made to meet these

targets. In this chapter, this process will be presented.

During the interviews it became very clear that the sustainability targets should be
considered at the beginning of the procurement process and already before the actual
tendering has started. When targets are set at this planning stage, it is possible to include
the criteria that must be followed to the procurement requirements and this way potential
suppliers know what they are asked during the contractual period already when they
participate the tender. Also, when the targets are considered, the ways to monitor the

progress and this way reporting requirements for the suppliers should be considered.

During the interviews it was also noted that if there is no way to monitor the process and
the outcome, it might not make sense to set any targets. And, on the other hand, if there is
no way to follow something, there is no point to require it from the suppliers. This way
these two aspects go hand in hand and must be thought at the same time. One
interviewee also pointed out that from the suppliers’ point of view, it would be appropriate
to truly follow the aspects that have been required, because if a lot of work has been done
to fulfil the requirements and nobody then follows that the requirements are taken into

account, it might feel unnecessary for the supplier too.

The process for target setting will mainly take place at the preparing phase and all the
steps should be considered before the tendering phase starts. Even though the
implementation phase of some step would be during the contractual period, this step
should still be taken into account during the planning and before the tender. The process
created as an answer to how to set sustainability targets and how to monitor the progress

to meet these targets, is presented in figure 10.
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Figure 10. The process of setting targets for sustainability and monitoring the progress to

meet these targets

The process presented in this chapter and described in figure 10 has seven steps. The
first step could be suggested to be intended for the whole organization, but the rest of the
process steps should be considered by the procurers responsible for some specific
product or service, or the team that has been formed to prepare the tender or to set
targets for some category. Next, all these process steps are presented and the main

aspects of each step will be described.

5.1 Understanding the Importance of Sustainability

Understanding why sustainability is important can be suggested to be the basis for all the
work regarding sustainability. If the organization does not recognize the importance of the
issue and if it is not ready to invest and give resources for sustainability work, it is not
possible for the procurers to implement sustainability to their daily work. Understanding

the importance is especially connected to the resources given for sustainability work.

“If it (sustainability) is not strategically recognized, not enough resources will be given to it

either.”

In Hansel’s case, considering the client’s point of view and requirements are important.
Hansel does tenders for its clients and if clients are showing their interest to sustainability,
Hansel should be implementing sustainability to tenders to fulfil clients’ wishes.
Employees of Hansel are already aware of this and proactivity is shown: sustainability will
be considered while planning the tenders even though there would be no special

requirements from clients.
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“We have started to think that what ever it is that the client needs from Hansel, we take
sustainability into account in it and even though the client would not realise to ask it, we

still offer this point of view.”

Sustainability work should be practiced by the whole organization. One of the interviewees
mentioned that there is a threat that sustainability is considered especially important by
only one employee and actions towards sustainability are led by this one person — there
can be a risk that if this one employee lefts the organization, the work towards
sustainability might not be continued by anyone else. Also, all the important information
considering sustainability and actions towards it might leave the organization with this one
employee. This way sustainability should be the interest of the whole organization and to
successfully implement it, everyone should be responsible for executing it as part of his or

her work.

“Nobody does this alone, this is cooperation and for example really close cooperation is

done together with categories that do the concrete tenders.”

“It (taking sustainability into account) is never in the hands of one person, the whole
project team or those who are responsible for planning should be committed to it. And that
is why it is not only the matter of the one person who does the final tendering, it is the
matter of the whole organization and that is why it should be included in from the

beginning.”

Understanding the importance of sustainability can be considered as a starting point for
the whole work towards sustainability. If it is not recognized, there will be no basis that the
work could be built on. It might be impossible to start implementing sustainability to
processes if sustainability is not understood within the whole organization — especially
since implementation requires resources, it would be important to have the whole
organization’s support, so everyone would understand why there is a need to put

resources to work towards sustainability.

ISO 20400 (2017) emphasizes that top management’s commitment to sustainability is
very important and that the sustainable procurement priorities should be in line with
organizational goals and values. When interviewing the experts from SYKE and Motiva,

this was also recognized important. It was noted that an organization should recognize the



66

importance of sustainability and also the main guidelines for sustainability should come

from the organization’s strategy.

In organization’s strategy, the top management should define what are the main goals of
sustainability that the organization is aiming at: when defining goals for the procurement,
these organizational goals can offer support for the procurers to set the goals to their
work. These goals in organization’s strategy should be more concrete than they currently
might be, because if the goal is only to act towards sustainability, it is difficult for the
procurers to find the concrete arguments to support their sustainability work. But, if the
aim is to act towards carbon neutral society, this gives a signal that environmental issues
should be paid attention to and ways to reduce carbon footprint could be considered. Still,
even this kind of guiding can be too common, and top management should define even

more specific targets that the organization would act towards together.

Also, the employees responsible for the daily work, and this way the practical
implementation of sustainability, should be offered education for sustainability issues.
Nissinen (2004) notes that education and sources of information are in the key position
when starting to focus on ecological purchases. Public procurers are professionals of what
they do and they have expertize about the technical features and special issues of the
product or service they procure, which means that they have good basic knowledge on
what the information about sustainability could be built on. During the interviews, it was
mentioned several times that in many cases if some employees want to be more
ambitious with their sustainability work, it is because of their own interests considering the
subject. With proper training more people could be encouraged to take these issues into
account and also every employee would have the same tools and information to work
with.

Implementing sustainability is all about resources. Resources to educate employees of an
organization and also resources that consider time given for getting to know the
sustainability issues during the preparation of tendering should be given. This is also why
top management’s role is important and why sustainability should be implemented to
organization’s strategy — if those who allocate the resources do not recognize
sustainability, additional resources might never be given to it. Especially when it comes to
improving the level of sustainability, resources are needed for the proper planning. Even
though the importance of sustainability is recognized, the interviewees note that it is just

one part of the work that everyone does. It can be noted that when time and other
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resources are limited, only the minimum considering sustainability might be done since
there is no time for additional issues to be taken into account. It could be suggested that
this might be a problem considering the whole public sector: in many cases resources are
limited and even though there would be interest towards sustainability, there is not

enough time or enough people to do it.

Nissinen (2004) also suggests that it might not be necessary for all the employees to put
as much energy to get familiar with sustainability issues: an organization could name a
person specialized to assisting others with environmental practices and when needed, this
person would be ready to guide others to the important sources of information, or there
could be a team of employees and this team could for example encourage others to
communicate and discuss environmental friendly products, in addition to increase the
level of commitment to these issues. Hansel already has the responsibility team that could
be suggested to be this kind of group of people familiar with sustainability issues. Still, if
there was a person specialized to sustainability practices and other sustainability issues, it
might help the procurers to know who to contact and who could be the right person to ask
for help. Currently the members of responsibility team have a lot of other responsibilities
as part of their work, which means that it can be difficult for other employees to know
which one of them to contact. Also, one person specialized to sustainability could ease the
workload that all the responsibility team members already have. Still, it must be noted that
even though there was one person specialized to sustainability, all the sustainability work
should not be left to this one person only, since sustainability is an issue that the whole
organization must take into account — but, this person would be there to help others if they
struggle with including sustainability to their work and this way the daily sustainability work

might also be better managed.

5.2 Recognizing the Possibilities to Impact

When it comes to the procurement, the interviewees agree that even though it is important
to take sustainability into account during the whole procurement process, it is important to
consider sustainability aspects already before the tendering has started. It was noted that
if sustainability is not considered at the beginning, sustainability will not later be included
to the contract or followed during the contractual period. This way the planning of the

tender becomes an important step.
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“It (sustainability) should be considered beforehand, when background work is done and
when getting ready for the tendering project, already then it should be thought that how

sustainability could be taken into account.”

Recognizing the possibilities to impact is something that every procurer should do at the
beginning, after the importance of sustainability has been recognized by the whole
organization — this should be the starting point of the planning how sustainability is
included to some specific category or tender. Even before any targets or tools would be
considered, one should slow down and get back to basics. First of all, one should think
what the product or service he or she is responsible for is used for: from environmental,
social or economical point of view, what are the intended and also unintended impacts of

this product or service?

Especially from environment’s point of view, life cycle assessment can be a useful tool at
this point. It might be impossible to require life cycle assessment from the supplier during
the tendering or when the reporting requirements for the contractual period are set, but it
does not mean that life cycle assessment has nothing to offer. As mentioned in the
theoretical part, life cycle assessment covers all the phases from production to the
disposal phase and this way it covers the whole lifetime of a product or service. When
doing life cycle assessment at the beginning of the planning process, environmental
impacts of different phases covering the whole life cycle are considered and it is possible

to recognize different kinds of impacts that the product or service has on the environment.

“The life cycle analysis should be the basis for the recognition of the impacts of a product
or group of products. It is the information based on which the procurement unit decides

that this is the purchase that may have some impact.”

Every phase of the life cycle could be first considered separately and after this the phases
could be compared to each other. When comparing, it might be noticed which phases
affect the most to the environment — especially to these phases one could pay some
special attention. The most affecting phases could be the ones to start with, since the
change considering the environment might have the biggest impact. On the other hand,
also small negative impacts can be worth noticing: if they are easy to prevent, this

possibility should naturally be considered.
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Another option to recognize the possibilities is to use a sustainability issue approach.
According to ISO 20400 (2017), this approach identifies the top-priority categories,
suppliers, contracts and organizational practices that are affecting procurement per
sustainability issue. Actually, ISO 20400 (2017) suggests that after this kind of mapping is
done, it could be consolidated by the life cycle assessment. From one single procurer’s
point of view, since the procurer might be only responsible for one product in the category,
making the analysis together with other procurers might require too many resources
especially at the beginning and if the analysis is not familiar for the procurers, but it could
be recommendable for all the procurers to do this kind of sustainability issue analysis
about their own group of products or services. After this, the analysis could be combined
and compared, also the categories with biggest impacts could be recognized at this point.
But, if there was a person responsible for sustainability and to help others, this kind of
mapping could be done by this person responsible for sustainability to ease the work and
to recognize different categories’ impacts. The person responsible would know which
categories could affect the most to the environment, which ones currently require the most
of the work and this way also the picture of the whole organization’s state would be

recognized.

5.3 Recognizing the Risks and Opportunities

When one has recognized the phases that have the biggest impact to the environment,
one should get deeper to the analysis: how does this phase affect the environment?
Recognizing possible risks for the environment, but also possibilities for new innovations,
is necessary for the development. For example, does the production of the product require
some materials that might run out some day, in other words are the materials non-
renewable? Are there some harmful chemicals used or emissions caused from the usage
of a product or service? After the item has been used, who takes care of it and is
responsible for recycling? These are just some examples about the possible aspects to be
considered and when these issues are paid attention to, the possible risks can be

recognized.

“At the beginning one should consider if it is possible to produce the service somehow

better.”
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Innovations are in the centre when it comes to the risk recognition: how could one turn the
negative impacts to positive ones, risks to opportunities? For example, if the production of
the product requires materials that are non-renewable, could it be possible that when the
client does not use the product anymore, the same material would be used again at the
production of something else? Recycling is not a new term in public procurement, but for
example the opportunities that circular economy offers might not yet be considered as
much as they could and even if they were, they might have been considered only for

some specific products, not for all possible ones.

This way turning risks to innovations is in the key position. If there is something negative,
one should consider the ways to lower the negative impacts or the ways to make them
positive. When something is turned positive, there is also a possibility for new innovations.
The government resolution supports innovativeness, which is also why this would be an
important phase to pay attention to. The organization could encourage the procurers to be
more innovative with their work, which would also be in line with the government’s aim

that more purchases or procurement practices should be innovative.

Also, it would be informative if positive impacts of the procurement would be brought up.
Even though it could be difficult to calculate exact numbers and how much something has
affected the environment, it might be necessary to try to express it in numbers since many
times decisions are based on the actual calculations. One interviewee noted that this
could be done to support the public procurement — as mentioned, calculating the positive
environmental impacts can be challenging, but the ways to calculate are developing and it
could be useful for the organizations. Also, it could be informative to calculate at least
those effects that are possible to be calculated: even though it would not be possible to do
life cycle assessment since there are not all the needed numbers, the assessment could
at least be made with those numbers that exist. Of course, it would need to be pointed out
that not all the information is available, but with that information that is already there, it

was possible to come up with this solution.

In addition, it is still possible to say that even though there would not be exact calculations
about the impacts, some product or service can be noted to be more environmentally
friendly based on its features, for example the lifetime, energy consumption or some eco
label that the product has. The feature might indicate that the product is more sustainable,
even though it does not exactly tell how much more sustainable it is. This might also be

helpful when making the decision.
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5.4 Evaluation of Current Practices

When all the ideas are out, it could be found out whether something like this has already
been done inside the organization or not. If there are any good practices tested earlier
and noted to be successful, these practises should be spread to other parts and
processes of the organization. And, on the other hand, if something has been tried and it
did not work out, these should be reported too, not to waste any more resources to
repeating same kinds of practices. It could be suggested that an organization could create
a databank for this kind of purpose and also the success stories could be shared through
the internal communication channel. More suggestions considering the possible databank

can be found from sub-chapter 5.7.

Many times law is the basis for everything in public procurement and it could be noted to
be the starting point for also sustainability. Law should, of course, be considered and
especially in the case of public procurement, it sets some special requirements. Still, if the
law is the starting point, one might miss the opportunities that there would be: that is why
considering the requirements of law could come at this stage and not earlier. The law itself
does not suggest any concrete sustainability actions to be taken into account and since
this is the case, procurers should brainstorm their ideas first and after that they should

consider the possibilities in the light of the law.

It must be noted that this process described in this chapter is not suggesting to change
the tendering phase of the procurement. When the tendering phase is considered, taking
law into account has different role and also the impact of the law is different. The process
described here is meant for target setting for sustainability and monitoring of the results,
which is a process created to cover the issues of sustainability. And, even though this
phase can be considered as part of the planning process for the tender, it is not the whole
process: this setting of targets for sustainability should be seen as one part of the planning

process.

To conclude the earlier suggestion, it is necessary to check if the public procurement law
supports the new practices that the procurer has come up with. This is important for the
fair and equal treatment towards the suppliers and also to fulfil the duty of a public
organization. Still, law has been renewed to make sustainable choices possible, even
though it does not clearly say what is and what is not sustainable. That is why the ideas

should be given first and then, when the ideas are out, one should consider the
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requirements of the law. At this point, if the law does not support something, one should
find out why and then try to change the original idea: the procurer should not give up
easily and use the procurement law as an excuse, rather he or she should consider other

possibilities that the idea has and that also the law allows.

Also, at this point one should ensure the support from other parts of an organization for
the new idea. First of all, top management’s support should be gotten. If top management
has approved that action toward sustainability should be taken and resources are given to
sustainability work, there should be no problem. But, if one has to convince the top
management and there are difficulties to do this, one might have problems later when
resources are needed and when convincing the suppliers to work towards the new ways
and targets set. Consulting the colleagues could be helpful at this point, since they might
offer their own suggestions and also they might have information about earlier attempts of

this kind, which might be helpful during the next step considering the argumentation.

5.5 Setting of Targets and Argumentation

After one has found out that the new solution has the organizations support, the concrete
target for the outcome should be set. One should set different kinds of targets: one target
for the long-term and many short-term targets on the way towards the long-term target. It
must be noted that all these targets should be concrete, not only suggestions towards
something, because it does not set anything concrete that the progress could be
compared to. Little progress can be good, but if the aim is to create big changes, more

ambitious targets in the long-term should be set.

At least couple of short-term targets should be set on the way towards the main target, the
amount of them depending on the time horizon for the long-term target. When there are
short-term targets on the way to the ultimate target, they can act as milestones towards
this. When short-term targets are checked regularly, it can be noted whether the final

target is realistic or not, and also possible corrections can be made.

It is worth noticing that targets can also be set on different levels. For example, in
Hansel's case, there are categories and one category might include many framework
contracts. If there would be targets set on the category level, it could offer support when
setting targets for some specific framework contract. This way when planning the tender

and the framework contract, it could be considered how the common target of the
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category could be taken into account in this tender, and also when the targets for the
whole category are considered, it could be thought which targets could be realistic when

the category includes these certain framework contract.

Argumentation, in this case explaining why some specific targets are set, is important.
When setting targets, one can try to find support from organizational material, such as
strategy or reports that have been made earlier, but also from colleagues. When aiming at
something together and when combining the resources, bigger change can be created.
Also, when many targets support each other from different fields and are acting towards

the same outcome, it is more likely that the final outcome will truly be reached.

Arguments are also important during the next step, when chosen procurement criteria and
reporting requirements must be explained. Explaining for the suppliers why the new
criteria are set is necessary, because criteria or targets that are not based on anything
might not guarantee the equal treatment of the suppliers. Also, when presenting
arguments considering the possible benefits for the supplier, it might be easier to justify

the new criteria.

“Enhancing why this (sustainability) is especially now important. A supplier can find the
requirements discriminatory, if it feels that this is not based on anything else than to the

fact that the procurement unit wants different kinds of products than what we can offer.”

“But if one can somehow objectively justify that this is important because of some law or

instruction, or because costs are remarkably lower since this choice uses less energy.”

“l also see that there can be competitive advantage for the supplier if they can act more

sustainable than somebody else.”

In sub-chapter 2.5, reasons for adopting sustainability and also benefits that both buyer
and supplier could achieve were presented. These kinds of reasons behind adopting
sustainability could be given as an argument when explaining why the level of
sustainability is more demanding than earlier. During the interviews, also other reasons
were mentioned: the fact that sustainable solutions do not always cost more and
especially in the long-term, sustainable solutions can be even more inexpensive than the
other solutions. When the whole life cycle is considered, the environmentally sustainable

products and services can create cost savings, which could be assumed to be an
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important argument for many stakeholders: the purchasing unit, the suppliers and

customers.

“More information should be given to the customers that this (sustainability) does not
mean that the product is more expensive — actually, it might often be something that

decreases the costs.”

Especially since public organizations are responsible for using taxpayers’ money, the
efficient use of money becomes important. This way informing the customers about
concrete benefits would be important. In some cases, life cycle costing can be a useful
tool for this, especially if the purchasing price is higher, but then the costs of usage are

lower.

5.6 Setting of Procurement Criteria and Reporting Requirements

When the targets, both long-term and short-term, are defined, the procurer should set the
procurement criteria to meet these targets. Procurement criteria could be described as
rules for the supplier to be followed when supplying a product or a service. The basis for
criteria setting is the communication between the market and the procurement unit: what

there is on the market to offer and what is the price for it.

“Suppliers are quite conscious and they will inform if some of the criteria set are outdated.
Or if something is required, it means that the requirement should be fair so that they all

can fulfil it.”

If suppliers cannot offer something, it might be impossible for the procurement unit to set
this kind of unreachable criteria, because the outcome of the tender might be that there is
no supplier fulfilling the criteria. But, on the other hand, the change must happen at some
point: if some new criteria are set, it is important to argue why the new criteria have been
set or why old ones have been tighten. Also, the benefits for the suppliers for making the

offering fulfilling the new criteria should be explained.

Another option is that the suppliers are made aware that now the procurement criteria are
these, but when the next tender comes, the criteria will be changed to this. Again,
explanation for the change should be given at this point and then, when the time comes,

the requirements should truly be taken into action. When suppliers are aware of the future
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changes early enough, they have enough time to develop their processes if they want to
offer the product or service when the next tender starts and to adapt to this change. Also,
one of the interviewees, who had explored the success factors behind sustainable public
procurement, noted that good communication between the procurement unit and suppliers

has been in key position.

“Many times if thorough dialogue with the market has taken place, one already knows
what the market can answer to. And if this is the case, one could consider setting these as
minimum requirements to invitation to tender, which would actually enable to compete

with the price.”

“Daring to tell the companies that after five years we want that your service, that we set
this kind of environmental targets or sustainable development targets. And also
proactively tell that now the invitation to tender is like this, but after five years the case will

be different. Then there is time for the market to anticipate.”

Setting of reporting requirements has been difficult to public organizations and also the
interviewees from Hansel have noted this. The reporting requirements, in other words the
data that the supplier should give during the contractual period to measure the progress,
should be clear and defined before the actual tender, and included to the procurement
criteria. One important thing is that nothing should be asked to be reported if there is no
point why that specific aspect should be followed. It is only extra work both for the
procurer to keep up with the data reported and also for the supplier to produce the data.
Also ISO 20400 (2017) notes that the reporting burden on suppliers should not be too
heavy — identifying a limited number of significant indicators and metrics is one way to
ease the burden. It can be suggested that increasing amount of reporting is not only a
burden to suppliers: it is also difficult for the procurement organization to process huge
amounts of data. This way it is important to ask only for the relevant reporting information,
this way the limited resources will be utilized as efficiently as possible. Another important
thing is to discuss with the suppliers and ask their reporting possibilities and what kind of

data they could provide about the purchased product or service.

“The demand must be concrete and reasonable, so it might able the monitoring during the

contractual period, and this way there could be reporting needed for the monitoring.”
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“When investigating the supplier market, it might be worth asking how the suppliers can
produce the information. What kind of information they can offer for example about energy

consumption, supply chain, transparency of the supply chain and the origin.”

“Based on the market dialogue, it (target) is set and formed to the invitation to tender,
which means that the procurement unit does not come up with the measure itself — this is
actually quite important aspect, one must go through the dialogue considering it
(measuring), so that the suppliers can truly give the information either when they leave
their offering or during the contractual period. So, it has the conditions. It does not mean
that one cannot set something if all the companies cannot fulfil it, this is a competitive

factor.”

This way also the targets and measures are connected. If some target is set, there must
be a way to measure the progress and this way whether the goal is achieved or not. This
means that when some target is considered, one must consider a suitable measure to
monitor the progress during contractual period. Also ISO 20400 (2017) notes that to meet
the sustainability priorities, a performance measuring system that for example establishes
a baseline measurement that is associated with the organization’s sustainability targets,
and also takes corrective actions if necessary as part of continuous improvement, should
be implemented. This way it could be suggested that the measuring system should not be
too complicated, at least at the beginning it should be easy to create and understand.
And, as mentioned earlier, it also is important to ask from the suppliers if they truly have a

possibility to provide the data needed for measuring.

“And the target must become a criterion that can be used as a requirement or justification
for comparison, terms realized during the contract or contractual period. But the important
thing is that it is in the contract, all the requirements that are set to the invitation to tender

are also terms of agreement.”

The reporting requirements should be connected to the targets defined earlier. If the target
is to reduce the carbon footprint, the supplier could be asked to report for example about
the carbon emissions that for example the transportation of the product causes, because
the carbon footprint or emissions caused from transportation are focusing on the same
area of environmental sustainability. On the other hand, if these kinds of criteria were set
and if it was be possible, it would be encouraging to support the supplier’s actions also to

reduce the amount of these emissions. It might not be worth following if there is no way to
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better the current state. As already mentioned, it must also be acknowledged that when it
comes to for example measuring the carbon footprint, the measures might not be perfect

at this point, but the information that is possible to be given about it could be asked.

One of the interviewees noted that one way to monitor the progress towards more
sustainable procurement is to follow the amount of tenders where for example
environmental criteria are included to the procurement criteria. In Hansel’s case, this can
be done with Hansel's own eco label. Hansel has already been following this number, and
in 2017 this was 69 % (Hansel 2018h). As a further suggestion, Hansel could develop the
label requirements to be more ambitious, or another possibility could be to start monitoring
the amount of tenders where the environmental issues are taken into consideration in the

contract or during the contractual period.

As it was mentioned earlier, Hansel only tenders the products and services it offers
through framework agreements, and the clients are the ones to make the actual choices
and decide what they want to purchase. Some data could be asked to be reported both
for Hansel and also the clients: for example when it comes to energy, both parties could
advantage for the information of energy consumption. Clients would be aware of their
consumption and if it is an important matter for them, they could decrease the
consumption level and this way positively affect the environment. It might also be useful to
Hansel to follow the on-going consumption rate and this way help with the planning of
future tenders and also it would be easier to discuss with the clients about the
improvements they would like to make in the future when it comes to the consumption of

the energy that Hansel has tendered.

If the supplier is committed to the contract requiring that there is a maximum level of
something that cannot be crossed, for example if the energy consumption or the amount
of some chemical is measured, the procurement unit could ask to report about the level
that has realized. If it would be noted that there is every year decrease in the consumption
or what is the issue being measured, it could be taken into discussion when planning of
the next tender is starting, and it could be asked from the suppliers that since this
decreasing trend has been noted, would it be possible to set more ambitious criteria. This

could be one example of monitoring and then using the results for further development.
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Yet, it can be tricky to set reporting criteria to something that is completely forbidden, for
example in the case of some forbidden chemicals. It is a basic assumption that if
something is forbidden, the supplier will not use this chemical and there might be no point
to ask every year if the chemical has not been used, because this is assumed. One
possibility is that the supplier is required to report in case the chemical is used or other
kind of deviation is noted. This way there would be no reports with no use that only assure
that the criteria has been fulfiled and this way resources from both parties would be
saved, but the procurer would still be informed in case of deviation is noted or if the rules

are broken.

It can be difficult to define how often the monitoring during the contractual period should
be done and the short-term targets checked. One of the interviewees noted that since
monitoring is added to the already existing load of work, it cannot be too time consuming.
At least if there are no additional resources allocated to the monitoring, this truly can
become a challenge. It could be suggested that the time needed for monitoring would be
considered when planning the tender and defining the reporting requirements for the
contractual period, in addition the monitoring cycle will depend on the nature of reporting
and the purchased product or service. Also, the procurer should be ready for further
actions if the reporting requirements are not fulfilled or at least if some forbidden aspects
has still realized during the contractual period. If there is a need for reclamation, it should
be done as a signal that these aspects are truly monitored and important for the

organization to be followed.

5.7 Sharing of Best Practices and Updating the Procurement

When a successful implementation of new criteria considering the tender is made, or
when any kind of good practices regarding sustainability are noticed, they should be
shared with others so that they could be able to utilize these already implemented ideas
when planning their own tenders. It is especially important that these best practices and
experiences, also those that might have been tried but did not work, would be gathered to
the same place in written form. Also ISO 20400 (2017) notes the importance of learning
through collaboration: collaboration might be done for example with the supply chains and
the industry peers to share knowledge and develop the best practices, bad examples can

be something to learn from and also different reports might be useful.
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In Hansel's case, good starting point could be to share the information inside the
organization. There could be a databank that every employee of an organization would
have access and the employees should also be encouraged to share their experiences
and ideas. Yet again, this requires time and resources: also for this purpose there should

be resources given for the employees.

“Different databanks are very useful, now there is a lot of information but it is scattered.”

When considering the interviews made for the study, it can be noted that there are already
many websites, reports and other sources of information where one can find best
practices and also information about pilot projects considering sustainability. Still, there is
no databank that gathers all this information. Also, when setting the sustainability criteria
for the procurement, there is a challenge to find all relevant information that is already

available.

“It is challenging because finding that information (needed for the criteria setting) is not
easy. There are different databanks but an average group gathered for the project needs

support when they consider from where to find those criteria.”

This way it could be suggested that one internal databank for an organization could be
created. Not only to gather the good practices, but also the basic information about
sustainability that is needed for procurement and also instructions of how it could be taken
into account when planning the tender. As mentioned, many documents already exist, but

it could be easier for the procurers to find this same information from one single place.

Some interviewees also noted that even though there would be a report about some
sustainable practice’s implementation, this report might not reveal enough information
about the practical aspects of this new way to work, even though it would be necessary
information for the organization that would like to implement the same kind of new
process. This is why there should be a databank inside the organization that would gather
the best practices of this specific organization and offer for example links to the other

open websites and reports, since many reports can nowadays be found from internet.

As mentioned, also those tries that did not work out should be reported. These cases
could be learned from, they could be developed further and tried again, or they could be

taken to action after time has passed and progress has taken place. These kinds of cases
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should not be considered as failures, but experiences that can be learned from. There will
be no progress if new ideas are considered to fail before they have even been tried,
because sometimes an unexpected result might turn out. Also, it is important for the
others to know that someone has tried this before and it did not work out, in addition to

why it did not work out, so that others would not try the exactly same concept again.

When planning the tender, this kind of databank would be useful to utilize and it can be
helpful when starting the process described in this chapter. When good practices are
shared, one can find out other ideas for the own impact assessment and find out aspects
that would not have crossed mind without some kind of example. Also, it should be noted
that the databank should not only be utilized when planning the new tender, because this
kind of information can be useful also during the contractual period and if the time table is
strict during the planning phase, these practices would be noted already before the
planning phase and it would not require time from the planning to go through good

practices.

In addition, if market dialogue with the suppliers reveals good practices that the market
has to offer, this kind of information could also be noted and shared to the databank.
Information about other public procurement practices is already gathered for example by
Motiva. Since this kind of databank already exists, this information could be useful to be

utilized more.

Updating the practices is important when needed. When time passes, new sustainability
issues occur and the procurer should be ready to go through the process again if the
targets or measures are outdated. Also, when the possible impacts are noted as a result
of monitoring, the targets could be checked — if they are still in line with the noted impacts
and if some practices should be changed to achieve even bigger positive impact. It might
not be necessary to always repeat the whole process, but at least the risks should be

evaluated and possible innovations considered when the current situations change.
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6. DISCUSSION AND CONCLUSIONS

In this research, public procurement and sustainability have been defined and after that
the concepts have been discussed together. As a result and answer to the research
problem, a process for sustainability target setting and monitoring of the progress towards
the targets has been created. In this chapter, the final results of the study are discussed

and concluded.

The last chapter is structured as follows. First, there will be discussion of the results of the
study. The discussion chapter will first shortly present the research background and
process, after that the answers to the research questions will be given. After the
discussion, conclusions of the results will be made. At the end of the chapter,
recommendations for the case company Hansel will be given and also suggestions for the

future research will be presented.

6.1 Discussion of the Results

The aim of the research was to define how targets for sustainability in public procurement
could be set. Also, ways to monitor the progress during the contractual period and
possible measures for this were studied. The research was conducted by using a
qualitative method and the data for the research was mainly gathered with interviews. The
research process took altogether five months, during which former research of the topic
was studied based on scientific articles, interviews with case company’s employees and

other stakeholders were made and finally the results were analysed and concluded.

Already at the beginning of the research process it was noted that public organizations
have recognized the current issues regarding sustainability and the case company Hansel
has already been paying attention to these issues. Still, the main driver for the
implementation of sustainability had been the requirements of the public procurement law,
which meant that the target setting and especially monitoring during the contractual period
had not been in the centre of sustainability implementation. This was the research gap
that this research was trying to fill and based on the findings, a process for target setting

and monitoring was created.
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There were four research questions set at the beginning of the research: one main
question and three sub-question. Next, these questions are discussed: first, the answers
to the sub-questions will be presented and based on these, the main question will be

answered. The first sub-question was:

“How is the procurement process in public procurement and how is sustainability

currently taken into account during it?”

Public procurement process can be divided to quite many phases, based on that how
accurately one wants to describe the process. lloranta & Pajunen-Muhonen (2015) have
divided the process to three main phases: planning and preparation of the procurement,
tendering and directing the supplier during the contractual period. Many times the actual
tendering is highlighted when public procurement is discussed, but actually it is just one
part of the procurement process. The planning of the tender is the phase that takes time,
since the decisions considering the tender and also contractual period take place at this

phase. Also, the supplier market is investigated at this point.

ISO 20400 (2017) suggests that the first step towards sustainable procurement is to
understand the fundamentals — in other words, to understand sustainable supply
management’s importance and drivers behind the work. Based on the empirical findings,
Hansel among other public organizations has recognized the importance and the work
towards more sustainable public procurement has been started. Sustainability has been
recognized to be an issue that the whole organization should pay attention to — this is in
line with the suggestion of Pagell and Wu (2009), who note that sustainability cannot be
outsourced to some separate entity within an organization and that sustainability should

actually be part of every employee’s work.

This way it can be noted that public organizations are paying increasingly attention to
sustainability issues. For public procurers there is a lot of material offered regarding
sustainability: for example, European Commission has published a handbook on green
public procurement (2016), there is a wide collection of reports of SYKE that covers both
sustainability reports and guides, and in addition to SYKE, there are other expert
organizations, such as Motiva, that offer their services to better the state of sustainability
in public procurement. It can be noted that the lack of information is not the problem,
rather the problem could be the lack of concrete tools and practices of how sustainability

could be taken into account when planning the tenders and during the contractual period.
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Also, the information considering sustainability is scattered to many different places, which

can make it difficult for the procurer to find all the relevant information.

Currently sustainability is mainly taken into account when planning the tenders. Based on
the findings, this is the phase that sustainability truly should be considered if it is wanted
to be taken into account in the contract and contractual period. Parikka-Alhola (2008) has
noted in her research that during the past years, more environmental criteria have been
placed to public procurement. It could be suggested that based on the findings of this
research, in the future even more environmental criteria would be hoped to be included to

the contracts.

The procurement law sets certain requirements considering the environment and overall
sustainability when procuring for public organizations. In addition to taking more criteria
into account in the future, another goal would be to take more than the minimum
requirements of the law into account. Because of the big purchasing volume of the public
sector, the positive sustainability impact that could be created with public procurement is
remarkable. This is also what Bauer et al. (2016) note — reduction of the environmental
effects of the consumption of public sector can have a remarkable positive impact on
nature. To achieve this, it could be suggested that more resources for sustainability work,
more ambitious goal setting considering sustainability and monitoring of the progress

during the contractual period would be needed.

Even though there is still work to be done, willingness to implement sustainability in public
procurement can be noticed. For example, Hansel has recently published a code of
conduct for electronics (2018b) and the responsibility team has been gathered from the
employees of Hansel to advance the work towards sustainability. Still, especially the lack
of resources and consistency of the work could be named as the current barriers for more

ambitious sustainability work.

Also, in some cases there is a fear that more demanding sustainability requirements
would narrow the amount of suppliers participating the tenders. This is in line with the
observation of Min and Galle (2001), who suggest that an organization might face a fear
that stricter requirements might reduce the amount of potential suppliers. Especially in
public sector this can act as a barrier for sustainability, since suppliers should be treated
equally and also because public sector’'s activities should be secured — if there is no

supplier to make an offer, the daily responsibilities of public authorities might be



84

compromised. Based on the findings this truly can be the case some times, but also it
could be suggested that this should not be used as an excuse to settle for current
practices. For example, to prevent this kind of situation, suppliers could be informed
beforehand about the changing requirements, more information about the already existing
sustainability practices could be asked from suppliers and more resources, especially

time, could be given for the procurers to find the needed information.

The second sub-question was intended to present the reasons and motives behind
adopting sustainability. In addition, it was meant to describe the already noted benefits of
sustainability and also those that are hoped to be achieved in the future. The second sub-

question was:

“What kind of impacts has sustainability been identified to have?”

Ageron et al. (2012) noted that among others, government institutions have expressed
their concern considering environmental problems. Based on the findings, this concern is
truly one motive behind sustainability adaption. Public procurers acknowledge that they
have a responsibility to act sustainable and this way create better environment and
society for those who they serve, in other words the taxpayers, who have also expressed
their worries concerning the changing environment. Also, Hansel's clients have been
showing interest towards sustainability, which is a signal for Hansel to take sustainability
into account in tenders. According to Tarantini et al. (2011), because of their purchasing
volume, public organizations have a possibility to encourage suppliers and manufacturers
to create more environmental friendly products and services. Based on the interviews, the
public procurers are aware of this possibility to influence the suppliers and this way the
market. Also, when creating the demand and this way changing the market, public
procurers have possibility to impact the buying habits of others — this would be important

to take into account when considering the reasons for environmental practices.

In addition, it must be noted that decisions in principle of Finnish Government play an
active role when sustainability is implemented. For example, in every purchase
environmental issues should be considered and at least 5 % of purchases should be
innovative (Kuuttiniemi & Lehtom&ki 2017). Even though these are the guidelines that
public organizations follow, it must be noted that more accurate targets should be set and
instructions given. Sustainability can be taken into account during the procurement in

many ways, and the current guidelines do not give very accurate instructions about how it



85

could be considered. Many times the minimum requirements are taken into account
because of the limited resources, and it could also be suggested that encouragement for
more sustainable and innovative work might be missing. In daily work, it is often because
of the procurer's own interest, if sustainability is taken into account more than the

minimum requirements demand.

According to Lintukangas et al. (2015), environmental and sustainability risks are of
concern and might affect the company reputation. It the case of public organizations, the
company reputation might not have the same kind of role as for the private companies
that compete on the market but still, as public organizations would like to act as
forerunners and show example also for the private companies, the risks considering the
environment and reputation should be minimized. Also, the reputation in the eyes of the

taxpayers is very important, since public organizations use the money of these people.

Ageron et al. (2012) have listed benefits of the adoption of sustainable supply
management: these benefits include customer satisfaction, innovations, quality, trust,
management of supply risk and fill rate. When it comes to the findings regarding public
procurement’s achieved benefits, the main problem truly is that the actual benefits are not
known really well. This way it is difficult to compare the expected benefits to those that
have been realized, since there is not much reported data about the realized ones. This is
mainly because the lack of monitoring during the contractual period and also the lack of
measurements that would be followed. Based on the findings of interviews, this is also the
problem that the procurers acknowledge and they are ready to work for better monitoring

in the future.

Another noted problem considering the impacts that sustainable public procurement has
had is that many times possible benefits are not reported or emphasized for the suppliers
or the customers neither. The fact that sustainable solutions can create cost savings,
especially in the long-term, could be one example of the benefits that have been noted,
but not reported or emphasized enough when sustainable solutions are considered.
Positive impacts of sustainability would be especially important when suppliers are
informed about the new environmental criteria, because argumentation is in key position

when setting the criteria.
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The last sub-question was trying to answer the problem with the monitoring of progress.
One of the aims of the research was to find out how to set targets for sustainability, and
monitoring the progress towards these targets is also in the centre. This way the third sub-

gquestion was:

“How to set measures for sustainability and how to monitor them?”

Hervani et al. (2005) note that measuring the performance can be challenging because
the supply chain includes many parties: reasons for this might be for example non-
standardized data or lack of agreed metrics. Based on the empirical findings, this truly is a
challenge for public sector. First of all, since targets for sustainability are missing, it is
difficult to measure if the progress towards anything has been made. Another issue is that

it is difficult to know what kind of data should be asked from the suppliers.

Measuring of the progress is connected to reporting requirements set for the suppliers. If
the organization wants to measure something, and this way monitor the progress, the data
for measuring should be defined to the reporting requirements. It could be suggested that
there could be more conversations with the suppliers: first of all, asking what kind of data
they can already offer about sustainability would be important. If there is no data ready to
be offered, one could ask if the suppliers could produce the data wanted. If it is
impossible, there is no point to ask for something that cannot be offered. Another option is
to inform the suppliers that after some time, new reporting requirements will be set
because the data wanted for monitoring of the progress is needed in the future, even

though these requirements would not be taken into use right now.

It is very important to set the target first before the measurements, because without target
there might be no point to ask data, since there might not be anything that the data could
be used and compared to. Both the empirical and theoretical findings support this
argument: during the interviews, it was noted that based on the target that is set, the
measurements for the progress towards the target are set. Also Hervani et al. (2005)
suggest that the performance measure that is decided to be used will depend on the

organizational goals.
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In addition, Hervani et al. (2005) note that the measurement system might be unique to
every individual organization. Findings of the research support this: it can be noted that
there are no completely ready measurements for sustainability, at least not suitable for the
aim of this research, which means that they must be created for the certain purpose. It
could be suggested that the phases towards the measuring would be the following: first,
the target must be set and then, the data needed for the measuring and monitoring of the
progress towards this target should be considered. Then, one should find out if the
suppliers can offer this data and if this is the case, the reporting requirements should be
set and the data truly should be utilized when the supplier reports about it. With the data
wanted, measuring and monitoring could be possible. ISO 20400 (2017) summarizes the
difference between metrics and indicators well: metrics are collected raw data to
understand the performance, while indicators offer the information to support the decision-
making. This should be kept in mind when defining the monitoring for the contractual
period: what is asked from the suppliers and what is done by the procurement unit with

the data gotten from them.

Life cycle assessment was a method that arose many times during the research and was
mentioned to be one tool for evaluating the sustainability impacts of a product or service.
Tarantini et al. (2011) note that life cycle assessment can be useful for identifying the
phases of the life cycle that affect the environment the most. This is in line with the results
of the interviews, since it was suggested that life cycle assessment should be used as a
basis for the risk recognition, even though it would not be something that could be asked
from the suppliers to offer. As Bala et al. (2010) note: even though life cycle assessment
is not perfect, it is still one of the most powerful tools to investigate the environmental
impacts of a product. This way it could be suggested that life cycle analysis should be

considered when planning the tenders.

Based on these answers to the sub-questions, the main research question will be
answered. The main question was intended to gather up all the relevant findings of this
research and to present the answer to the aim of the study. The main research question

was:

“How to set targets for sustainable procurement and how to monitor the progress

made to meet these targets?”
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Based on the findings, the target setting for sustainability is a common problem in public
procurement. To be able to set the targets and to get needed resources for sustainability
work, the importance of sustainability should be understood and also sustainability should
be strategically recognized. When sustainability is part of organization’s strategy, it is
likely to be given enough resources. It must be noted that all the employees of an
organization should take sustainability into account in their work. Especially top
management’s role when implementing sustainability should be recognized (ISO
20400:2017). Also, it would be recommendable to include concrete targets to the overall
strategy of an organization, which would encourage to take sustainability into account in
daily work and also, it would guide the decision-making for more specific, for example

category or product based, targets.

To recognize the categories or tenders that the sustainability targets should be set to, one
should recognize the possibilities to impact — what are the phases during the product’s or
service’s life cycle that harm the environment? Life cycle assessment would be a useful
tool for this. Life cycle assessment could offer help for risk recognition, since it covers the
whole life cycle of a product or service and comparison between different life cycle’s
phases could be made to support the target setting and decision-making. Also, the
sustainability issue approach by ISO 20400 (2017) could be useful to be utilized when

considering the risks.

When risks are recognized, one should evaluate how to prevent the risk or the possibility
to turn risks to innovations. After this is done, one could try to find support from other parts
of an organization for his or her ideas, also one could find out if something like this has
been done before. As part of this phase, also the public procurement law could be
considered, mainly if there is something that would create challenges during the tendering

phase. Still, law should rather be seen as an enabler, not as a restriction.

After the work presented above is done, the targets could be set both for short-term and
long-term. The targets should be based on the risk evaluation and also the impact
evaluation of the procured product or service. This way the targets are set by the nature of
the purchase. The short-term targets would act as milestones towards the long-term target
and also monitoring would be done when checking the short-term targets. Also, it is
important to be ready to present arguments why the former practices are changed and

why these new aspects are considered.
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Based on the targets set, one should set the measurements: data for the monitoring of the
progress might mainly be gotten from the suppliers, which would mean that the reporting
requirements should be included to the contract. Market dialogue, in other words
discussing with the suppliers, is important when finding out what kind of information for
monitoring there is on the market to offer. A very important aspect to consider at this
phase is that the data asked should truly be utilized, otherwise it can only create extra
work for both the procurers and the suppliers. The monitoring continues during the

contractual period and it should be done regularly.

Finally, the best practices considering sustainability during procurement process should
be shared and reported to the use of others within an organization. For example, common
databank for this could be created. This databank could also gather other kinds of
relevant information considering sustainability: currently there is a lot of information
offered to help the procurers, but the information is scattered to different websites and
should be found more easily. Not only the best practices should be reported — also those
tries that did not work out could be shared. This way there would be no more resources
wasted for the practices that did not work out earlier. Another possibility is that those ideas

that did not work out earlier, could be developed further to become workable later.

Based on the answer to the main research question, a process for target setting and
monitoring was created. It would be important to check the process regularly and if
needed, go back with the steps and possibly start the process again or update some
specific parts of it. The main phases of this target setting and monitoring process are
presented in table 4. Especially since sustainability is a topic that evolves over time, it
would be important to update the procurement and regularly check that the targets and
measures are updated — if not, one could start from the beginning of the process and go

through it again.
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Table 4. Main phases of the process for setting of targets for sustainability and monitoring

the progress to meet these targets

The main phases

The main issues to consider during

each phase

Understanding the importance of

sustainability

- Implementing sustainability to
organization’s strategy

- Recognizing the needed resources

Recognizing the possibilities to impact

- Recognizing the phases of the life cycle
that impact the environment (life cycle

assessment)

Recognizing the risks and opportunities

- Evaluation of possible risks
- Turning risks to innovations or

considering ways to avoid the risks

Evaluation of current practices

- Investigating if the idea has been
tried before
- Taking into account the

procurement law

Setting of targets and argumentation

- Based on the analysis of impacts,
setting of short-term and long term
targets

- Presenting arguments

Setting of procurement criteria and

reporting requirements

- Coming up with the measurements
to follow the progress towards
targets
- Setting of procurement criteria and
reporting requirements to get the
data for measuring
- Monitoring the progress during the

contractual period

Sharing of best practices and updating the

procurement

- Creating and updating the databank
for sustainability practices
- If necessary, going through the
process again and updating the

procurement and practices
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6.2 Conclusions of the Research

Sustainability is an issue that companies pay increasingly attention to. This is because of
the demands of both authorities and the consumers, and also because the changes
considering the environment and also social problems can truly be noticed. Among others,
public sector has recognized the need to implement sustainability to their work and the
role of the procurement in public sector’s sustainability work has been noted. Because of
the big purchasing volume, public procurement has an opportunity to make a change and

positively impact the market.

The main problems identified, and also the research gap why this research was done,
were the setting of targets for sustainability and also the monitoring of the progress during
the contractual period. It was noted that sustainability should be considered at the
beginning of the procurement process and when planning the tenders, otherwise it might
be impossible to implement sustainability later to the contract or change practices during
the contractual period. When planning and recognizing the risks considering sustainability,
one should set a target that is based on this evaluation of environmental and other
sustainability aspects at the beginning. Also, it was noted that the ways to measure the
progress should be defined after the target is set, and this progress should truly be

followed during the contractual period.

As part of the research, a process for target setting and monitoring was created. The
process can be used at many levels of the procurement unit and it is especially important
to consider at the planning phase of the tender. The main phases of the process that the

procurer should take into account are summarized and presented in figure 11.

Share the
practices and
be ready to
update

Recognize the Evaluate the Set the targets Set the criteria
risks and current and be ready and
opportunities practices to argument requirements

Understand the Recognize the
importance impacts

Figure 11. Main phases of the target setting and monitoring process for the procurer
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It is also important to update the sustainability targets and monitoring when necessary.
Since sustainability is an issue evolving all the time, the procurers should remember to
update their work and also the targets set should be checked regularly, whether they are
realistic in the light of updated practices or not. In addition, it must be noted that this
process presented is not only for the time when a new tender is started to be planned —
one should update the information also during the contractual period if possible, which
would mean that the information would be already there when the planning of the tender
starts. Otherwise this might require the resources that may not be there anymore when
the planning starts, especially the necessary amount of time that going through for

example current practices needs.

6.3 Recommendations

Since the need for sustainability and the reasons why it should be implemented to public
procurement are already acknowledged, it would be recommendable to develop the
implementation further. First of all, it could be suggested that more resources for
sustainability work should be given, since currently all the work regarding sustainability is
added to the already existing work of the procurers. As long as the employees of an
organization do not have time or enough information considering the implementation of
sustainability, it can be difficult to take this aspect into account and if the issues are taken

into account, it might be because of the procurers own interest towards the subject.

Another recommendation considers the target setting. As a result of this research, the
process for setting of sustainability targets was created. It should be noted that the target
setting should be done at many different levels of the organization. Even though this
process created as a result of this research is mainly attended to be utilized by the
procurers, it would be important that the top management would set concrete
sustainability targets to the organization’s strategy to support the sustainability work and
also to show that the issue is important for the whole organization. The lack of concrete
sustainability targets could be seen as a problem in many public organizations and based
on this, the encouragement to act towards more sustainable practices and a mandate to

do so might be considered to be missing.

In Hansel's case, the target setting process could be used on different levels of for
example one category. The process could be run through the whole category and then,

the framework contracts included to this category could be considered separately. This
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way there could be category-based targets that the framework contracts and their targets
would act towards together. On the other hand, it would still be recommendable to go
through the process when planning the tender of some specific framework contract, since
the targets considering the specific products or services might differ from other products
or services of the same category. When the targets of the specific products or services
are considered, the procurers could also consider this framework contract’s contribution to
the category’s common targets. Even though it is important to set also category-based
targets, it is not enough to consider sustainability only on category level — also, when it is
time for the planning the specific tenders, the procurers could utilize the target setting
process to define more specific targets for these specific products or services and ways to
monitor them during the contractual period. This way the targets and monitoring would

also be taken into practice and daily work.

Also, it would be highly recommendable to truly start monitoring the progress towards the
targets set at the beginning. When procurement criteria and reporting requirements for the
suppliers are set, it would be important to follow them regularly. Otherwise the work is only
half done, and there is no point to require extra work from the suppliers if their work is not
utilized later. Many times the monitoring is felt difficult and that is also why it might be
missing — still, as long as monitoring is not done, it will remain difficult and act as a barrier

for development, which means that the challenge should be faced.

In addition, information sharing could be improved: both within the procurement unit, but
also between the different parties of the supply chain. More time should be given for the
discussions with the suppliers, which would make it possible for the procurer to be aware
of the current situation on the market. When it comes to clients, also they could be better
informed about how sustainability is taken into account and also about the benefits
considering sustainability when the framework contracts are used. Still, one of the most
critical issues of information sharing considers the information exchange inside the
organization: best practices should be shared to ease the work of others and also to

spread the information about sustainability.

6.4 Suggestions for Future Research

Even though sustainability has gained increasing attention recently, there is a lot to be
done in the future. Sustainable practices and processes are developing all the time and

an increasing amount of academic research considering sustainability is done and
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published. Because of this, the practices considering sustainability must be updated from
time to time, which means that also the target setting process described in this research
should be examined again later and possible changes should be then considered. Also, it
must be noted that the process described in this research has not been tested in practice,

which enables to develop the process based on the practical experiences.

Also, future research could focus more on the contractual period. When the target setting
process has been implemented and targets for some category or group of products or
services have been set, it would be interesting to examine if the defined metrics and ways
to measure the outcome have been suitable and connected to the target — has there been
actual progress towards the target and how to develop monitoring during the contractual
period even further. This requires data gathering during many years and the results
cannot be evaluated until there has been enough information gathered for the comparison
and analysis. In addition, ways to evaluate long-term impacts should be examined to
show that public procurement truly has a possibility to impact the sustainability issues and
increase the level of sustainability as a result of the professional procurement. When the
data is gathered, it truly should be utilized in future research to develop the sustainability

practices even further.

One aspect that was noted while doing this research was cooperation when sustainability
issues are considered. When public organizations combine their resources for creating
new sustainability practices, more effective outcome can be expected. It can be noted that
so far the lack of practical sustainability tools and the impact assessment have created
barriers for developing sustainability in public procurement, but together also these
challenges could be faced. Actually, a network based centre of expertise, KEINO, has
been created to promote innovativeness, effectiveness and sustainability aspects in public
procurement and also for example to support the procurement organizations’ strategic
management, development of practical tools and measurements and to increase the level
of expertise considering sustainable and innovative procurement (The Public Procurement
Advisory Unit 2018a). When the network starts to work, it would be worth examining the
impacts that the network has created together and also, since more education regarding
sustainability and innovativeness is given, it would be interesting to examine the
correlation between the level of employees’ sustainability expertise and the impact that it

has on the organization’s sustainability performance.
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APPENDICES
Appendix 1. List of questions for the interviews made with Hansel and City of Vantaa
Your job title and job description at Hansel/City of Vantaa?

What is the role of sustainability in your work?

Why is sustainability important?

N

responsible for sustainability?

103

How is sustainability currently managed at Hansel/City of Vantaa and who are

5. What kind of targets has been set to sustainability and from where do the targets

for sustainability come?

Where are these targets recorded and where can one find them?

At which phase of the procurement process should sustainability be taken into

account in a way that it would impact the outcome — what could be done better in

different phases of the process?

8. What kind of impacts has sustainability been identified to have and what kind of

impacts would it be hoped to have?

9. How is sustainability or the level of success regarding sustainability measured

during the contractual period and how could it be measured in the future?

10. How are the supplier market and its possibilities investigated beforehand from

sustainability’s point of view?

11. What kind of reporting requirements are currently set for the suppliers regarding

sustainability and how could suppliers do sustainability reporting in the future?

12. Do you consider sustainability as a possibility or restriction, why?

13. What kind of information and/or tools should be available for those who might

consider sustainability as a restrictive issue?

14. What kind of concrete tools would you wish to have to support your work in the

field of sustainability?

15. How the reporting considering sustainability could be improved?
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Appendix 2. List of questions for the interviews made with SYKE and Motiva

10.
11.

12.

13.

14.

15.

Your job title and job description at SYKE/Motiva?

What is the role of sustainability in your work?

Why taking sustainability into account from environment's point of view is
important?

How is environmental sustainability currently managed in public procurement and
who are responsible for it?

Where do the targets for sustainability come from and what should be noted when
these targets are set?

At which phase of the procurement process sustainability should be taken into
account in a way that it would impact the outcome — what could be done better in
different phases of the process?

What kind of ways there are to measure sustainability and how should the
measures for different kinds of purchases be set?

How should environmental sustainability and the targets set for it be measured and
monitored during the contractual period?

What kind of impacts has environmental sustainability been identified to have and
what kind of impacts would it be hoped to have?

How could the impacts be measured in long-term and how should it be reported?
What should especially be paid attention to when investigating the supplier market
and its possibilities in a way that environmental issues could be included to the
invitation to tender?

What kind of responsibilities should be set for the suppliers considering the
reporting of sustainability and how suppliers could report about sustainability
during the contractual period?

What is the biggest challenge when it comes to the development of sustainability
in public procurement and how could this challenge be faced?

What kind of tools and/or services there currently are to support the sustainability
work in public procurement and what kind of tools could still be developed?

What are the possibilities for cooperation that environmental sustainability creates
for public procurement and how the cooperation could be developed between

different parties?



