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The aim of the thesis is to clarify how social and environmental procurement can be
managed in a public organization. The aim is to clarify concrete means of how public
organization could better manage responsibility in their procurement. In addition, the goal
is to find out benefits and challenges that come out of acting responsible and also to clarify

how responsibility can be better measured in a public organization.

The research was conducted as a qualitative case study by interviewing seven people. Part
of the interviewees work in a managerial position in the case company and part in the
responsibility specialist position. In addition to the interviews, additional material collected
from the case company was used. It included information about how widely and in which

tender’s responsibility criteria are used.

As a result of the study, it can be said that a company needs to have enough resources,
responsible values and a strategy that leans on responsibility so that responsible
management can be possible. In addition, understanding of legislation is needed. The most
important benefits found from the study were cost reductions and environmental and social
benefits. The most central challenges were limited working time for implementing
responsibility and the fact that suppliers do not have understanding about responsibility.
Instead, a responsible measuring system should be simple, understandable, and easy to

track.
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Tutkielman tavoitteena on selvittdd miten sosiaalisia ja ymparistéllisia hankintoja voidaan
johtaa julkisessa organisaatiossa. Tavoitteena on I6ytaa konkreettisia keinoja siihen, miten
julkinen organisaatio voisi paremmin johtaa vastuullisuutta hankinnoissaan. Lisaksi
tavoitteena on loytaa vastuullisesta toiminnasta kumpuavat hyddyt seka haasteet ja

selvittdd miten vastuullisuutta voitaisiin paremmin mitata julkisessa organisaatiossa.

Tutkimus toteutettiin laadullisena tapaustutkimuksena haastattelemalla seitsemaa henkil6a.
Osa haastateltavista tydskentelee johtotehtavissd kohdeyrityksessd ja osa taas
tyoskentelee vastuullisuuden asiantuntijatehtéavissa. Haastattelujen liséksi aineistona
kaytettiin kohdeyrityksesta kerattyéa tietoa, siitd kuinka paljon ja missa kilpailutuksissa on

kaytetty vastuullisuuskriteereja.

Tutkimuksen tulokset osoittavat, etta yrityksella on oltava riittavasti resursseja, vastuullisia
arvoja ja vastuullisuutta tukeva strategia, jotta vastuullinen johtaminen olisi mahdollista.
Liséksi tarvitaan lainsdadannon tuntemusta. Tutkimuksesta kumpuavia tarkeimpia hyotyja
olivat kustannusten alentaminen ja ymparistolliset ja sosiaaliset hyoddyt. Keskeisimpia
haasteita taas olivat rajallinen tybaika vastuullisuuden implementointiin seka se, ettei
toimittajalla ole riittavasti ymmarrystd vastuullisuudesta. Vastuullisen mittausjarjestelman

sen sijaan on oltava yksinkertainen, ymmarrettava ja helposti mitattava.
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1. Introduction

Nowadays, corporate responsibility is an essential part of companies’ actions, and its
significance is rising all the time (Niskala, Pajunen & Tarna-Mani, 2013). One reason for
this is that companies aim to position themselves as responsible brands and avoid negative
reputational risk (Taubken, Leibold, 2010, 130; Niskala et al., 2013). However, acting
responsibly is not only the company’s own choice. Instead, more and more environmental
requirements are becoming mandatory and there are fewer voluntary initiatives (Witjes &
Lozano, 2016). In public procurement, there are more rules and regulations than in private
procurement (Arlbjorn & Freytag, 2012). However, these regulations should not be seen as
a barrier but as an opportunity to achieve competitive advantages and to innovate (Carter
& Dresner, 2001). Well-made innovations can also lead to cost reductions (Preuss, 2007).
So that sustainable procurement policy can be implemented in public procurement good
goals and well-defined authorities are needed (Thai, 2001). The employees need to be
familiar with sustainable policies and there needs to be enough communication about these

policies from managers to employees (Walker & Brammer, 2009).

The fact is that if customers demand environmentally responsible products, then the
producer also provides them. If this sourcing power would be committed to goods and
services’ sustainable implications there would be large market-leading power for
environmentally better goods and services (Li & Geiser, 2005). Here, public purchasing has
a great role since it can influence market-related consumption and production trends (Thali,
2001). It is important to relate the concept of public procurement to how to achieve goals in
sustainability, innovations, and regional economic growth (Wilkinson, Hill & Gollan, 2001).
In this responsible thinking, the top management is a leading facilitator of sustainable public

procurement. (Walker & Brammer, 2009)

In this thesis, Green public procurement (GPP) is a central term. Green public procurement
means that purchasers pay attention to environmental things when they purchase products
and services. This subject is also significant since public purchasers cover 14-16 percent
of EU GDP. (Nissinen, Parikka-Alhola & Rita, 2009). Therefore, there exists room for GPP
as a tool to create ecological products and services (Larsen & Svane, 2005). The EU has
promoted green public procurement so much that it is starting to become a legally binding
instrument. (Testa, Iraldo, Frey & Daddi, 2012) The field has not been researched that much

and the research area is also quite new (Nissinen et al., 2009). Green public procurement



has long- and short-term effects in, for example lowering energy use in public companies
and influencing product characteristics (Swanson, Weissman, Davis, Socolof & Dauvis,
2005). Even though societal responsibility has been under-researched compared to the
environmental part (Walker & Brammer, 2009) it plays an equally, as important role in this
thesis as environmental perspective. Throughout societal responsibility, for example, work
well-being and work safety can be affected (Harmaala & Jallinoja, 2012). However, EU
countries are also more and more interested in Sustainable public procurement (SPP) which
includes both environmental and social responsibility perspectives. (Amann, Roerich, Essig
& Harland, 2014). Therefore, there is a need to study both perspectives.

It is important that public organizations focus on responsibility issues since they form a large
amount of the whole economy moneywise. They can for example increase government
efficiency, foster economies, and decrease public expenditure. Because public companies
can impact so much on the global and local economy researchers are getting more
interested in the topic too. (Patrucco, Luzzini, Ronchi, Essig, Amann & Glas, 2017).
Furthermore, responsibility has high role in business since clients are more responsible.
Therefore, responsible management is needed in public procurement. This thesis studies
how this management should be done in a more responsible way. There are many ways
how public company’s management can affect on environment and society. One central
mean is to use environmental criteria in public tenders (Testa, Iraldo, Frey & Daddi, 2012).
In this way, the supplier that has the best social and environmental considerations can be
found (Székely & Knirsch, 2005). Another important mean is to use codes, labeling,
certificates, fiscal instruments, public management programs, and taxation. (Urge-Vorsatz,
Koeppel & Mirasgedis, 2007). In addition to these also many other means for managing will

be presented in this thesis.

1.1. Research objectives and questions
The subject should be studied because there are not only theoretical contributions but also

managerial contributions. Firstly, the amount of literature about responsible public
organizations is minimal. This study tries to narrow this gap. Secondly, there is only a little
research about how to manage one public organization in a responsible way. (Walker &
Brammer, 2009). This study aims to find out how the case company and other public
companies should manage their responsibility. Also, the managers of the public companies
can contribute to this study. Firstly, they will get ideas about why it is important to manage
responsible procurement. They will have an idea about better tracking of the responsible

procurement systems.
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This study presents responsibility: its environmental and social perspectives. Furthermore,
it introduces procurement related to these two perspectives. Large public organization’s
procurement is presented and especially its procurement related to responsibility. However,
the main point is to get some new ideas for how to sustainably manage the public
organization in a responsible way. The study can also help in identifying the current state

of the company and also, the areas that can be improved in responsible public procurement.

The main research question of the study is:

1. How can responsible purchasing be managed in a public organization?

The aim is to find out practical ways for public organizations to better implement
sustainability into their management. Another aim is to find out the most essential issues
that are smart for the company to implement since it is not possible to implement every
sustainable issue. Companies benefit more when focusing on few essential issues which

are possible for them to implement.

The first sub-question in the study is:

1. What are the means to implement responsible public procurement?

In this study secondary aim is to find different means for management to make responsible
purchasing in both environmentally and socially manner. The aim is to find clear and easily
understandable ways for management to use in their daily work. Also, one aim is to find out
ways for the public organization to implement responsible procurement. These means are
not only a priority of management, these are also usable for example for procurement

specialists when they implement procure ment.

The second sub-question is:

2. What are the benefits and challenges in responsible procurement in the

public sector?
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In this study, another secondary aim is to prove to the public companies that it is essential
to think about sustainability when tendering and in other parts of the supply chain. Even
small changes make a difference for the better and in the long run, they become even more
effective. However, the aim is also to find barriers and challenges in responsible
management. It is done via helping management to find the best ways to implement

sustainability issues and overcome harder ones.

The third sub-question is:

3. How to measure responsibility in public procurement?

In this study, the third aim is to find out ways how to better track responsible procurement
in a public organization. The goal is to find different measures for socially and
environmentally responsible procurement and a way for HUS Logistics to measure the use

of different criteria in their supplier’s action.

1.2. Framework of the study and limitations

Public - Legislation

procurement

Benefits and

e £ Management of challenges of
eafpiahellzll- responsible responsible
procurement procurement

procurement

Figure 1. Theoretical framework of the study

How to better
track responsible
purchasing in
public company



12

Limitations

This study utilizes the framework of the triple bottom line. There are three dimensions in the
framework: environmental, social, and economical (Cuarvo-Cazzurra, 2018). However,
because this study focuses on public procurement and especially on the researched
company the economical perspective is removed from the study. The management of the
researched company thinks that it is more important to focus on two dimensions and also
the literature (e.g., Kuisma, 2015, 52) states that it is better to concentrate on the most
essential parts of responsibility. They also think that the economical perspective takes too
much space from the two other ones. By removing the economical part, it is also possible
to focus more on the two existing dimensions and get more knowledge about social and

environmental dimensions.

Some other limitations necessary to clarify in this thesis are that this study focuses on public
procurement, so the private companies are excluded from the research. In this way, more
knowledge from the public sector and for instance, how the legislation affects public
procurement can be received. This is a very central issue in the public sector and not that
big of an issue in the private sector. Procurement in the private sector is more researched
than in the public sector. This study is also trying to fill this lack of resources. The
researched company is also a large operator in the public field with many employees.
Therefore, results will be valid for other public companies too. Also, the company is large
enough to have people dedicated to responsibility issues. In every company, this is not

possible since smaller companies need to focus their personnel on more basic functions.

1.3. Thesis structure and key concepts
The study consists of theoretical and empirical parts. All in all, there are six main chapters.

In the first chapter, the topic is justified, research problems and the theoretical framework
are presented. Also, some key concepts related to responsible public procurement are
explained. In the second chapter theoretical issues about responsible public procurement
are presented. For example, literature about means, benefits, and challenges of managing
responsible public procurement are properly discussed. After the theoretical part, empirical
issues are presented. In the third chapter, the chosen methodology is presented and fully
justified. The fourth chapter introduces the case company and also presents the results
from the interviews. In the fifth chapter, empirical issues are analyzed and discussed.
Finally, in the last chapter research questions are answered, limitations are presented and
also, possible future research ideas are discussed. Also, conclusions are made and

theoretical and managerial implications are discussed.
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CSR = “CSR is concerned with treating the stakeholders of the firm ethically or in a
responsible manner. The wider aim of social responsibility is to create higher and higher
standards of living, while preserving the profitability of the corporation, for peoples both

within and outside the corporation”. Hopkins (2004,1)

Public procurement = Public procurement is product, service, and construction
procurement made by contracting entities. In this situation, contracting entities can be
states, municipalities, associations of municipalities, state-owned enterprises, and other
contracting entities listed in the procurement law. Public procurement needs to be made by
following national procurement law and the directives of the EU. (Ty0- ja elinkeinoministerio,
2020b)

Green public procurement= Green public procurement (GPP) is purchasing decreasing

environmental impacts in the lifecycle of products and services (Rainville, 2017).

2. Responsibility in public procurement

2.1. Organization’s environmental and social responsibility
There exist many definitions considering corporate social responsibility (CSR). For

example, Hopkins (2004,1) determines it as follows: “CSR is concerned with treating the
stakeholders of the firm ethically or in a responsible manner. The wider aim of social
responsibility is to create higher and higher standards of living while preserving the
profitability of the corporation, for peoples both within and outside the corporation” Instead,
Carroll (1979, 499) states that a company’s CSR covers economical, ethical, legal and
discretionary expectations, that the society has towards the organization in a certain period.
Also, some synonyms exist for corporate responsibility among other things, triple bottom
line, business ethics, and corporate social responsibility (CSR) (Panwar, Rinne, Hansen &
Juslin, 2006, 6). As largely known, Corporate social responsibility has three levels: social,
ecological, and economical. (Cuarvo-Cazzurra, 2018). However, in this study, the final one
is excluded for many reasons. One reason is that the subject is so large that it takes too
much space from the two other ones. The studied company is also more interested in social

and ecological perspectives and for their development.

According to Kallio and Nurmi (2005, 61), there exist four levels in implementing corporate
social responsibility. In the first level rules and regulations are followed but ethical policies

are not extensively taken into account. AlImost every Finnish company has reached this
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level. Instead, on the second level, stakeholders are considered. On the third step,
companies carry responsibility self-imposed for example, by creating an environmental
system. In the final step, the company has made acting responsible a competitive
advantage. These organizations can for example make advertisements in a theme called
responsibility. (Kallio & Nurmi, 2005, 61).

According to Rohweder (2004, 100-101) companies aim to pay attention to environmental
issues started from the forced issue to respond to legislation. In the 1920 -century, nature
conservation was established which was later revoked with 1990 -century legislation. This
legislation includes laws considering waste management, product supervision, and soil
extraction. However, Finland is not the only country following this legislation. International
agreements govern national environmental legislation worldwide. Corporate’s attitude
towards taking care of the environment has also changed a lot. Still, in the 1970 -century
reactions were negative towards environmental protection. At that time companies thought
that acting responsible only added extra costs. However, in the 1990 -century the attitudes
changed and nowadays most companies pay attention to environmental issues when they

think about strategy and other plans of action. (Rohweder, 2004).

Harmaala and Jallinoja (2012) present that environmental responsibility in its simplest way
means that the company aims to act in the most environmentally friendly way. The company
is responsible for every action cause that it makes for the environment. This environmental
responsibility consists of many issues. For example, protection of soil, air and water,
minimizing greenhouse gas emissions, saving of natural resources, and minimizing the
waste belonging to environmental responsibility. Environmental protection has developed
from taking care of emissions to product life cycle environmental impact mitigation and
possession. Because there exists many networks and outsourcing is largely used,
environmental impact has been viewed widely. This means that companies not only want
to minimize their own impact on the environment, but they also want to control their partner’s
environmental impact. In an ideal situation, companies are interested in environmental
issues in their whole supply chain. (Harmaala & Jallinoja, 2012). Also, according to Salam
(2008) acting environmentally friendly is not only good for the environment, but it can also

increase sales revenue and market share due to the better image of the company.

According to Carter, Kale and Grimm (2000), purchasing managers are now more and more
focused on environmental concerns. According to them, some have even said that
environmental regulations are now the second most important concern when managing.
This kind of environmentally responsible company has many features. It knows its

environmental impacts, follows and knows the law, develops its environmental actions,
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takes care of others, and knows when changes are needed (Harmaala & Jallinoja, 2012)
According to Rohweder (2004, 100) environmental responsibility can be observed from the
direct and indirect perspective. The first one means environmental impacts that the
company has made by itself. For example, the company uses raw materials in a way that
waste is minimized. Instead, indirect perspective refers to partners. It is important to know

which environmental protection criteria are needed from partners.

According to Harmaala and Jallinoja (2012) company’s social responsibility consists of the
people, especially staff, that are the aim of the company. According to them, social
responsibility includes, for example, work well-being, work safety, and competence
development that exceeds legal obligations. Friedman (1979) continues that social
responsibility takes attention away from traditional thinking that says that the aim of the
company is to create profit for their shareholders. In different countries there are different
obligations from the viewpoint of social responsibility mostly because the legislation is
different for example, in developing countries compared to western countries. For example,
in welfare states human and work rights and occupational safety are self-evident. Instead,
in developing countries social responsibility actions can be, for example, developing of work
conditions and prevention of child labor. (Harmaala & Jallinoja, 2012). According to Cuarvo-
Cazzurra (2018), developing countries need to invest in infrastructure to compensate for
their losses. This needs to be done to prevent external effects. According to him, social
investments can offer, for example, infrastructures such as roads, water systems, and
telecommunication networks that help companies and local communities. He continues that
also a profit of investing in this social responsibility is avoiding of a bad reputation. However,
acting socially responsible can also result in additional costs that may put a company at an
economically disadvantaged position (Carter, 2005). Matos and Silvestre (2013) also point
out that understanding social issues in supply chains can be very problematic because

chains are complex and different variables can affect, on it e.g., stakeholders.

Harmaala and Jallinoja (2012) present that if a company engages in trade or production
their social responsibility not only targets their staff but also their partner's staff. The
legislation can be an incentive for companies to invest in being responsible and avoiding
negative externalities. The problem with developing countries is that the State’s portion is
so minor and therefore, companies have fewer incentives for making social responsibility
and avoid negative externalities. However, if the company starts implementing responsible
acting it can prevent negative externalities but also create positive externalities. (Cuarvo-
Cazzurra, 2018)
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2.2. Public procurement
In short, public procurement is purchasing of products and services by public companies. It

takes 14 percent of the place of European GDP every year (European Commission, 2020b).
This gives it a huge potential to build up a greener economy (Testa, Annunziata, Iraldo &
Frey, 2016a). According to Rainville (2017), the main policy objectives of public
procurement are cost-effectiveness, efficiency, and well-used taxpayers’ money. Other
policy objectives according to him are to get social benefits such as environmental
improvements. He continues that a vital framework to find these objectives is Green public
procurement (GPP) that will be introduced properly later in this thesis. In short, it means

purchasing that decreases environmental impacts in goods and services lifecycles.

Academic interest and also public interest for managing the public sector have grown during
the last decade (Arlbjorn & Freytag, 2012). There often exists higher value in public sector
purchase than in private sector purchase (Arlbjorn & Freytag, 2012), and the scope of many
public sectors is also often much wider (Erridge, 2007). This is one reason why this topic is

very important to be researched.

According to Nijaki and Worrel (2012), the private and public sectors are very different, and
they have different goals and priorities. They present that both sell to get income, but the
public sector redistributes it and offers public services. Wontner, Walker, Harris, and Lynch
(2020) continue that private companies receive money from shareholders’ funds or from
sales. Instead, public companies get funds from taxation or grants. Public companies can
also receive their money from different sources. For example, local authorities receive most
of their money from government sources and social landlords from incomes of rent. Private
companies need to be accountable to shareholders and public companies to a larger area
of stakeholders. (Wontner, Walker, Harris & Lynch, 2020)

In public procurement, there are special rules to secure that products and services are
sourced at a competitive price. In public procurement, transparency is very important. For
example, EU directive 2004/18/EC of the European Parliament and Council of March 31,
2004, regulates transparency. It deals for instance with public supply and service contracts
and public workers contracts. The main goal of the directive and also public procurement is
open and fair competition. In public companies, rules and regulations have a high role in
how purchasing is made. The regulations in Public procurement come for example, from
EU directives. In public procurement tendering is an important process. It is a central way
of selecting and developing offers that are made. So that tendering is possible it is very
central to know beforehand and very specifically what the company really needs. However,

tendering is not the only sourcing mode in public procurement. (Arlbjorn & Freytag, 2012)
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Private and public sector supply chain management differ from each other. Private sector
companies can make contracts easier without a long procedure. They also often have long-
term confidential relationships with their suppliers and purchasing contracts are more
private. Instead, public companies need to follow legislation and rules that can result in
longer processes and difficulty to have long-term partnerships. (Wontner et al., 2020)
According to Vaidya, Sajeev & Callender (2006), public and private companies also differ
in the demanded amount of sellers. According to them, public procurement companies want
to have many sellers to get more competition. Instead, private sector companies try to have
fewer sellers to decrease risks. In summary, public companies operate in variant conditions

than private companies (Arlbjorn & Freytag, 2012).

2.3. EU public procurement law
In today’s world, climate change mitigation is a hot topic. According to Romera and Caranta

(2017), one tool for mitigation is green public procurement. This has also been seen in EU
law for instance in the Kyoto protocol. As we know climate change is occurring right now
and therefore climate oriented public procurement legislation is needed. Parties that set the
legislation are WTO and EU. WTO’s role is to legislate at the international level and EU’s at
the European Union level. More precisely, for example, the Paris agreement and the 2014
procurement directive are some climate supportive legislations. These help to make a better

path towards more sustainable public procurement law. (Romera & Caranta, 2017)

The EU is a key driver in lowering climate change progress (Oberthir & Kelly, 2010) and
an active participant in climate change negotiations (Delreux & Happaerts, 2016). According
to Ellerman and Buchner (2007) EU is also a pioneer in climate policy and law because it
has created the EU emissions trading scheme (EUETS), which is the biggest carbon market
in the whole world. However, other parties have also made climate change frameworks that
need to be taken into account in public procurement, one example is the United Nations
Climate change framework convention (UNFCCC). It aims at stabilizing greenhouse gases
and prevention of dangerous human made disorders in the climate system. Therein,
developed countries donate funds to developing countries to mitigate climate change.
(United Nations, 2020b). The main instruments of UNFCCC are the Kyoto protocol (United
Nations, 2020a) and Paris Agreement. (Romera & Caranta, 2017). The first one focuses on
reducing emissions in developed countries such as EU countries. (United Nations, 2020a).
Instead, the Paris agreement focuses on keeping global warming low enough (under 2
degrees) (European Commission, 2020a). According to Romera and Caranta (2017), global

warming needs to be taken into account at every level: regional, national, international, and
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sub-national. Also, according to the Paris Agreement, non-state actors have a high
influence on emission gaps. (Bodansky, Brunnee & Rajamani, 2017, 30). For example,

Public companies such as Hospital districts can influence this.

There are reasons why climate concerns are encompassed in public procurement.
According to Romera & Caranta (2017), it can happen in three steps. Firstly, they can lower
climate change with the Kyoto protocol and the United Nations framework and lower
greenhouse gas emissions, which can also be found in the 2014 public procurement
package. Secondly, green public organizations can with EU show example to others.
Thirdly, the rationale is that Member states that have different interests could standardize

their policies to manufacture environmentally friendly products.

Besides the Kyoto protocol and the Paris agreement, Green paper plays a key role in public
procurement law. The Green paper was launched in 2011 and it focuses on modernizing
EU public procurement policy. The Green paper presents Europe 2020 strategy containing
sustainable, smart, and inclusive growth. (European Commission, 2011). Here, public
procurement has an important role by improving business situations in innovating and
making full advantage of demand policy and also encouraging the movement towards
resource-efficient economy (e.g., by supporting larger usage of green public procurement
and by making the business environment better for example for SMEs). The Green paper
also highlights that public procurement policy needs to secure the proper usage of public
funds. It also needs to be kept open in the whole EU. (Romera & Caranta, 2017).

According to the European Commission (2011), The Green paper’'s objective is to have
better public procurement for procurers and also to support common aims. According to it,
these aims are environmental protection, better energy and resource efficiency, climate
change protection, innovation promoting, societal inclusion, and having the best
environment for the provision of great quality public services. According to Romera and
Caranta (2017), this provision includes all stages of the purchasing cycle: from the definition
of a contract to finding out technical specifications and contract presentation conditions.
However, according to them, it is important to know that EU rules considering green public
procurement are enablers for member states but are not obligatory minimum standards.
Instead, according to the European Commission (2017), they have been made to make it

easier to include green requirements in public tender documents.

Certifications also relate to EU public procurement law. They are needed in finding out the
reliability of the tender. Authorities that require production certificates affiliate with

environmental management systems or standards and should refer to the Eco Management
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and audit scheme (EMAS) of the union. EMAS like the 1ISO 14001 includes the
environmental aspect of a certified operator. It includes finding out direct and indirect
aspects of the environment such as emissions, use of raw and natural resources, and also
transport issues. (Romera & Caranta, 2017). According to Deming (2016), EMAS produces
environmental benefits. However, it is not possible to require certification of all business
structures (Romera & Caranta, 2017), it is only possible to require parts of corporate

structure.

2.4. Environmentally responsible public procurement
Today, policymakers are more and more interested in environmental product policies. The

organization for Economic Cooperation and Development (OECD), the United Nations
Environment Program (UNEP) and the Internal Standardization Organization (ISO) carry
out these activities. (Li & Geiser, 2005) OECD governments have improved environmental
public procurement (Li and Geiser, 2005) and for example, made ecolabeling possible
(OECD, 1997). Instead, 1SO has made environmental declarations and labels (ISO
14020:2000, 1SO 14021:2016), integrated environmental points in product development
(ISO/TR 14062:2002), and also life-cycle assessments (ISO 14040:2006). According to Li
and Geiser (2005), UNEP has also focused on life-cycle assessment and for example,

made producers’ responsibility better with environmental leading tools.

Public procurement as such is a central driver towards environmentally friendly
procurement. Public companies can design desirable policies and use green markets in
their purchasing to influence green procurement. (Cheng, Appolloni, D’Amato & Zhu, 2018)
In green public procurement, there are policies that consider environmental requirements
in the procurement process. These are in the formal procurement process aiming to have
more effective life cycle of produced products and services. (Sparrevik, Wangen, Fet & De
Boer, 2018). As a result, this Green public procurement can change the world: to reduce

unsustainable consumption and production (Cheng et al., 2018).

The public sector not only reduces environmental impacts of goods and services but also
produces environmental value for society. Public procurement can also promote business
models and the circular economy aiming to less waste production by making guidelines and
standards that prolog, for example, product duration and applying of clean, non-toxic
materials. (Alhola, Ryding, Salmenpera & Busch, 2018). According to Agyepong and
Nhamo (2017), GPP can also be seen as a climate change prevention measure since there

may be product policies that use low-carbon production styles and buying of proper
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environmentally friendly goods and services. Sparrevik et al., (2018) point out that many
countries have already implemented GPP policies, programs and used environmental
criteria for many years. For example, GPP has been on the agenda since the EU Public
procurement directive in the year 2004 has been published (Palmujoki, Parikka-Alhola &
Ekroos, 2010). Another example of GPP users is China, which has implemented these
practices. (Testa et al., 2016a; Zhu, Geng & Sarkis, 2013).

According to Cheng et al., (2018) the basic idea in green public procurement is to integrate
environmental criteria for product and service procurement. The products are sourced for
public authority and for society’s benefit (Gelderman, Ghiljsen & Brugman, 2006), with less
impact on the environment (Sparrevik et al., 2018). According to Cheng et al., (2018)
sustainable public procurement is sometimes used as a synonym for GPP. Nevertheless,
the difference between these terms is that sustainable public procurement focuses more on
social and economical aspects than green public procurement. Another term that is used is
environmentally responsible public procurement (ERPP). The concept has been used in the
USA and Finland for example. (Li & Geiser, 2005).

There are two types of GPP: traditional and innovative. Traditional one provides technical
features for produced products and innovative one allows the market to pick up the best
solutions because it concentrates on functional requirements. Nowadays it can be seen that
there is a move from the traditional one to the innovative one because it concentrates on

the joint goal of actors. (Edquist & Zabala-Iturriagagoitia, 2012)

There exist some issues that the company should consider when implementing GPP.
Leadership and cost-effectiveness, awareness, and competence among public producers
are important factors for the public company to implement GPP well (Brammer & Walker,
2011; Testa, Heras-Saizarbitoria, Daddi, Boiral & Iraldo, 2016b). Testa et al. (2016b) and
Testa et al., (2012) underline that it is important to interact directly with suppliers to qualify
them, identify cost-efficient solutions and define suppliers. They explain that because policy
instruments are used even more, also awareness of GPP has been raised. They continue
that efforts on benefits from using those systems are needed to increase realization and
impact on GPP benefits. According to Sparrevik et al., (2018) also, actor collaboration is
important for well-made GPP implementation. They say that for example, a strong
connection between regulation, policy-making, and authorization can generate benefits and
provide input to the well-made implementation of GPP. They also point out that in the future
shared value creation can make GPP even more effective. According to Oruezabala and
Rico (2012), it can create environmental value more than what could be done with basic

GPP. Intra organizational network can also support in the implementation of GPP (Sparrevik
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et al. 2018). The reason for this is that the knowledge can be, for example, distributed to
others.

There exist benefits in implementing GPP. Firstly, the green public procurement process is
regulated formally, and it regulates the collaboration between supplier and buyer. Secondly,
GPP prevents for example corruption, waste, and protectionism. It further puts basic
standards for the procurement process regarding environmental requirements. (Gelderman
et al., 2006) According to Igarashi, De Boer, and Michelsen (2014) there is also a problem
in GPP: if all suppliers form similar sustainable business strategies the performance will be
reduced. Therefore, better, more detailed environmental sourcing in contract clauses and
criteria in calls for tenders are needed for progressive differentiation (Palmujoki et al., 2010).
According to Sparrevik et al., (2018), this means that environmental criteria are very
important factors in the proper implementation of GPP. They say that criteria need to be
relevant, useful and clear for procurement and a well-made strategy is needed. They also
underline that there needs to be a link between GPP and the formal structure of governance

which forms the public procurement process.

There also exists one term that closely relates to the GPP approach. It is Integrated product
policy (IPP) which is a policy instrument that takes the life-cycle approach into account to
make environmental performance better in product systems. According to the EU, IPP is
the main part of EU’s responsible development strategy. Its main target is to decrease
environmental impact from goods through their life-cycle by using a market-driven point of
view in which competitiveness questions are used (Commission of the European
Communities, 2003). According to Li and Geiser (2005), its goals are also to have the right

prices, better demand for sustainable products, and improve green production.

2.5. Strategy implementation to responsible public procurement
According to Mintzberg (1987) strategy is a plan and guideline for how to work in a situation.

Strategy’s aim is to beat the competitors. It is a long-term plan that pays attention to the
environment around the organization: markets, technology, rivalry, and legislation. The
company needs to understand its requirements and find out the means and mechanisms to
overcome transformations and reach the company’s goals. (Kuisma, 2015, 66). Székely
and Knirsch (2005) point out that if the company wants to be sustainable then finding out
missions, visions and values is very important. According to them, integrating sustainability
is a process in which economic, social, and environmental issues are integrated into the

firm’s business strategies.
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According to Kuisma (2015, 69), better outcomes in responsible procurement are met when
these issues are integrated into strategy. Responsibility should be at least in the five top
issues of the management. In this way responsibility is also on the agenda of higher
management and not only the pain of masters and experts. It needs to be underlined that
strategy cannot be inconsistent with corporate responsibility. Normally companies do not
present their strategy for people outside their organization mainly because of competitive
reasons. However, when corporate social responsibility becomes part of the strategy it
should be presented. Strategy can promote responsibility issues. Here also the

responsibility outlines: transparency and openness are underlined. (Kuisma, 2015, 68-69)

According to Lyne (1996) in the public sector politicians set the most important objectives.
Murrey (2008) says that theoretically, these issues should set the aims of procurement
strategy. However, some researchers have found that procurement may have different
goals than political leaders (Murrey, 2008), which is of course not the objective.
Sustainability is seen as a strategic issue to companies that truly implement it. Performance
measures are needed so that sustainability can be well included in the business. Also,
flexibility to change is needed. Stakeholder engagement can also be part of the
sustainability implementation strategy. The output of this is learning that can lead to better

processes and innovations (Székely & Knirsch, 2005).

It is not possible to advantage development needs only through legislation but through
strategy. In the strategy most important development needs are strategic management and
promotion of procurement. A part of public purchasing is to make innovations. Throughout
these innovations, social, ecological, and economical responsibility can be met. A critical
part of strategic procurement leadership is that the organization has enough resources and
staff that have enough knowledge to implement procurement. (Valtiovarainministerio,
2020a)

Top management plays an important role in implementing sustainability. Top management
needs to make sure that these ideas are sent not only to management but also to
employees. Here training and incentives are central tools. The vision and values also need
not only to be integrated into business strategy but also translated to employees.
Management can set appropriate goals, evaluate progress, and monitor. (Székely &
Knirsch, 2005) These are parts of the strategy. According to Alhola and Kaljonen (2017),
there are four practical ways to implement the responsible strategy: Firstly, employees
should participate in the planning of procurement. Secondly, the management needs to
strengthen knowledge of those people that are responsible for procurement. Thirdly,

community responsibility has to be visible in the company’s communication since
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economical and societal responsibility are promoted. Naturally, fourthly responsibility needs

to be promoted.

2.6. Means of green public procurement
Next means of Green public procurement are discussed. All the means are listed in table 1

below. Manager's task is to promote responsible thinking and comply with responsibility
issues. At First, the factors that correspond to sustainability in the company and with
suppliers need to be found. The factors may be external or internal. However, leadership
as such is the most critical factor related to sustainability. Managers need to make sure that
the whole management is committed to responsible acting. They also need to clarify that
the payment system, responding easily to change, partnerships stakeholders, and dialogue
with them are in line. (Székely & Knirsch, 2005).

According to Lember, Kalvet, and Kattel (2011) there is a continuous challenge that the
public sector faces. According to them, that is influencing supply markets through public
expenditure related to social and environmental considerations. The tendering process
helps to select the economically best offer and the one who has the best social and
environmental considerations. In this tender procedure having social and environmental
aspects can occur in three stages: call for tender, offers reception, and contract award. For
instance, if there are social and environmental requests needed for a good or service in
calls for tenders the supplier will quite likely consider the attributes in their offers so that
they will be chosen to have the contract. This incentive is the first step towards
environmentally and socially friendly policy implementation. The second step is that the
sustainable product-owned company will be awarded by the contract. (Székely & Knirsch,
2005).

According to Palmujoki et al., (2010) Green purchasing criteria are more frequently included
in calls for tenders. However, this unfortunately, does not mean that they are put into final
contract clauses (Palmujoki et al., 2010) or they are truly implemented in the content
(Bouwer, de Jong, Jonk, Berman, Bersani, Lusser, Nissinen, Parikka & Szuppinger, 2005).
Palmujoki et al., (2010) state that these environmental aspects should be put into contract
clauses so that the environmental criteria decided in tendering documents are satisfied by
procured goods and services during the contracting period. In the contract clauses, the
buyer can for example specify how products are supplied, how the service is made, the
method of transport, and re-usage of packaging of products. (Commission of the European
Communities, 2004). The buyer can also use ‘the most economically advantageous’ criteria
but then the relative weighting to the criteria needs to be provided to find the most

economically advantageous tender (European Union, 2004). A range with maximum spread
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and a list of requirements and their weights can be provided for weighting. Naturally, the
supplier with the highest points will win the contract. (Palmujoki et al., 2010).

There are also some other formal ways to set environmental criteria. It can be set as
prequalification of bidders, obligatory requirements for contract, or as special terms to do
environmental considerations. The criteria can be, for example, referred to characteristics
of the product, material selection, or chemical content of the product. (Palmujoki et al.,
2010). However, lgarashi et al., (2014) underline that environmental characteristics
requirements cannot be discriminatory to bidders. For example, it can be discriminatory to
use a certificate that is barely used or purely national to suppliers from outside the EU
(Palmujoki et al., 2010). However, the buyer can require for example an eco-label, but they
also need to accept other proper means of proof that follow the same specifications.
(European Union, 2004).

One central mean to manage green public procurement is strategy. In every strategy, it is
essential to know the current situation of the company. Strategy as a mean was properly
discussed in the strategy chapter of the thesis. Some important issues related to strategy
are determining aims, responsibilities, and time-consuming. (Keino, 2020) These are also
means to use in green public procurement. Also, having enough time for performing

responsible issues plays a central role.

According to Thomson and Jackson (2007) successive EU procurement legislation has
helped sustainable public procurement by reducing barriers to local businesses. In order
that GPP practices can be implemented, understanding of regulatory requirements are
needed (Michelsen & de Boer, 2009). If there is no deeper knowledge among employees,
they can see GPP practices as unnecessary bureaucratic (Zhu et al., 2013), which is of
course not the goal. So that knowledge can be implemented contextual training is needed.
The training is also needed because legislation can be hard for the employees to
understand. (Zhu et al., 2013). Clear and simple information makes it easier for the
employees to implement GPP practices (Faith-Ell, Balfors & Folkeson, 2006). Also, public
procurement policies are an advantage in environmentally and socially responsible

procurement practices. (Amann et al., 2014)

According to Testa et al., (2016a) Lifecycle costing should be used instead of purchase
costs. The reason for this is that lifecycle costs lead to better public resource management.
This means that of the lifecycle costs all the costs throughout the product’s whole use can

be seen. Instead, from the purchase costs, only the price used for the product can be seen.
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In the strategically important invest, it is even more central to use lifecycle costing (Alhola
& Kaljonen, 2017).

Environmental indicators can be for example auditing and eco-labeling. These are helpful
for public procurement employers who may not have expertise about every product and
service’s greenness. (Zhu et al., 2013). Another usable indicator are marks. For example,
when buying energy, energy mark criteria can be used and when buying services EU or
Nordic criteria marks can be used. (Alhola & Kaljonen, 2017). Labels and marks are quite
straightforward and because of that easy to use. Also, Green logistics are one way to act in
a more responsible way. Criteria related to it can force suppliers to reduce their impact on
the environment. The public authority can for example require the supplier to use less
resources, energy, and environmentally friendly packaging in their transport. Also, supplier
guestionnaires and assessment instruments could be used in finding out supplier’s resource
usage. (Zhu et al., 2013).

Sharing of knowledge is one important mean of managing green public procurement.
According to Zhu et al., (2013), one way to build knowledge among employees is to identify
products and materials that are environmentally green. However, according to them,
knowledge sharing inside the company is not enough. They say that knowledge needs to
be shared from developed countries to developing countries so that GPP can be promoted.
This can be done by training programs for example by sending employees abroad
(Kreutzer, Zheng, Wei & Petterson, 2006). However, collaboration with developing countries
is not enough. Collaboration between other authorities is needed (Walker & Brammer,
2009). According to Amann et al., (2014) it is important that public, private and third-party
organizations work together to achieve GPP benefits. Because there has been quite a lot
of research on environmentally friendly business in the private sector some of their practices
could also be translated to the public sector. There are examples of reducing packaging
waste, use of eco-friendly products, and paying wages (Walker, Di Sisto & McBain, 2008).
Also, tools that can be used to measure the supply chain are presented. These include ISO
certificate that play a central role in finding out the level of SSCM and also to find out which

methods and techniques are required to boost SSCM. (Amann et al., 2014).

Zhu et al., (2013) state that one very central part of GPP is supplier monitoring from the
perspective of environmental issues. This can be done for example by selecting suppliers
with ISO 14001 certification or EMAs standards and auditing their environmental
performance or using penalties/fines (Humphreys, Wong & Chan, 2003; Seuring & Muller,
2008; Zhu et al., 2013; Iraldo et al., 2009). Also, environmental management systems,

quality systems, or similar should be accepted (Palmujoki et al., 2010). These are third-



26

party guarantees of the supplier's environmental status. These also help to manage
environmental issues that have the highest relevance to the company (Von Malmborg,
2003; Lozano & Valles, 2007). Also, one mean to make sure that environmental aspects
are taken into account is that there is a possibility for public authority to exclude a bidder
that has been found guilty of huge professional misconduct or has made for example
bankrupt. (Finlex, 2007) This can be seen from previous works. However, the sanctions
against environmental violations should not be too huge when compared to contract size

(Palmujoki et al., 2010), so that it is possible to pay them back.

It is central to note that all the criteria requested need to be verifiable and measurable so
that the bidders can be treated in the same way. The criteria also need to be concerning
the production of the product that is supplied to the public company (Commission of the
European Communities, 2008) not the supplier (Michelsen & de Boer, 2009). As Contacting
entities are an important promoter of environmentally friendly solutions, they need to work
in a way that environmental and responsible goals are met. In this way for example Finland
can be a trendsetter also in the EU. However, meeting goals is not possible without proper
means. One mean is to follow the Co2 neutrality goal 2035. Following the goal leads to less
impacts of produced goods and services on the environment during their lifecycle than
would have been made by basic products. Besides following of Co2 neutrality goal, low
carbon procurement development program can also help (Valtiovarainministerid, 2020a).
The program helps organizations to set low carbon goals throughout the procurement. In
the program experiences and knowledge can be shared that help all the members in the
program. For example, the best procurement strategies and best ways to implement plans
can be found. One aim of the program is also to speed up the procurement process.
(Valtiovarainministerid, 2020b). The benefits of the usage of low carbon programs have
been for example reducing land transfer. However, the challenge lies in that the effects of
the program can be reduced quite shortly. (Tang, Yang, Shen & Fu, 2018). For this reason,
the public company needs to properly think about whether it is worth the time and money

spent to participate in the program.

Development groups can also focus on different issues than carbon neutrality. For example,
Kuisma (2015, 54) explains that a development group is a group of purchasers that have
common goals: in this situation responsible goals. Such as the carbon development
program also this development program works in collaboration and peer support can be
received. This can be done by anticipating market dialogue, tools, or model development.

The participants in the group not only need to be purchasers. Also, research organizations
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and other business actors in the industry can participate. It has been found that in
collaboration better results can be achieved. (Valtiovarainministerio, 2020b).

Green deal is also one way to support the environment in collaboration. The ministry of the
environment with MOTIVA Oy prepares this voluntary Green deal model to promote
sustainable development in public procurement and better resource efficiency
(Valtiovarainministeri¢, 2020b) These focus on emissions and chemicals. By participating
in this green deal contract the contracting authority promotes energy-, climate-, bio- and
circular economy goals and also receives support for their development work. MOTIVA
provides support and special service for contracting authorities. They for example give help
for clarifications, market mapping, and dialogue arrangement. (Valtiovarainministerio,
2020b). This agreement can for example include stricter goals than legislation. (Piekkari,
2020)

As discussed earlier, new innovations can also be part of ecological responsibility. For
example, TEM has made a plan for how to use public innovative procurement more, to
develop services to get responsible growth, to have better quality, and above all better
sustainability (Valtiovarainministeric 2020b; Ty0- ja elinkeinoministerio, 2020a) Parts of this
plan that could be used in healthcare sector are KEINO action development and
consolidation, risk dealing models and KEINO knowledge part of EU program that gives
advising services. Also, procurement knowledge and better management are parts of this
plan. These include knowledge of innovative procurement, collaboration models, measuring
of procurement effectiveness, and practical incentives. KEINO can help to implement these
practices. (Valtiovarainministerio, 2020b). Also, management support and procurement

strategy play a central role in implementing innovative procurement. (Vedenkannas, 2017).



Table 1. Means of Green public procurement

Means of GPP

Source

Leadership as such
Tender process

Criteria in calls for tenders
Contract clauses
Certificates

Eco-labels

Strategy
Understanding of legislation
Contextual training
Lifecycle costing
Auditing

Marks

Green logistics
Supplier questionnaires
Knowledge sharing
Training programms
Collaboration

Supplier monitoring
Excluding of supplier
Sanctions

Co2 neutrality goal

Development group
Green deals

Low carbon development program

Székely & Knirsch, 2005
Székely & Knirsch, 2005
Palmujoki et al., 2010
Palmujoki et al., 2010
Palmujoki et al., 2010
European Union, 2004
Keino, 2020

Michelsen & de Boer, 2009
Zhu et al., 2013.

Testa et al.,2016a

Zhu et al., 2013

Alhola & Kaljonen, 2017

Zhu et al., 2013

Zhu et al., 2013

Zhu et al., 2013

Kreutzer et al.,2006

Walker & Brammer, 2009
Zhu et al., 2013

Finlex, 2007

Palmujoki et al., 2010
Valtiovarainministerio, 2020a
Valtiovarainministerio, 2020a
Kuisma, 2015
Valtiovarainministerio, 2020b
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Use TEM's plan Valtiovarainministerié 2020b; TEM, 2020a

2.6.1. Drivers of Green public procurement
According to Wu, Ding, and Chen (2012), there are many drivers that drive organizations

and individuals to adopt GPP practices. These can be internal or external. All of the drivers
are listed in table 2 below. Firstly, one very central external driver is the legal requirements
and environmental issues behind them (Zhu et al. 2013; Tregidga & Milne, 2006). According
to Testa et al., (2012), an example of this are EU regulations that force the public sector to
develop GPP strategies. Secondly, the government can provide incentives that motivate
organizations to adopt GPP. These incentives can be, for example, tax benefits or price
subsidiaries. Incentives are given to the public companies who procure green products.
(Zhu et al., 2013). In other words, cost reductions are received through incentives. Thirdly,
increasing customer pressures and expectations are definitely an important driver of GPP.
(Koplin, Seuring, Mesterharm, 2007; Preuss, 2001). Customers are more aware of the
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responsibility and want to positively affect the world through their buying choices. This leads
to the use of more sustainable products (Hall, 2000; de Bakker, Fisscher & Brack, 2002).

Internal drivers should not be forgotten either. One important driver is to have senior
management’s support for GPP practices. (Carter & Jennings, 2004). It is impossible for
employees to implement GPP practices if the management does not support them.
Furthermore, it is easier for employees to implement sustainability issues when the issues
are firstly implemented in organizational culture (Siebenhuener & Arnold, 2007). Also,
according to Griffiths and Petrick (2001), change management can be a driver of GPP.
Change management can focus on GPP issues and change management can help with
implementing GPP. Still, one driver related to management is that management shares
values. By sharing values, they are also motivated to meet the goals of sustainability issues.
(Meehan & Bryde, 2011).

Awareness of the greenness of the products can be a driver of GPP too. When public
company employees know the level of the product’'s sustainability it can lead to GPP
practices. (Zhu et al., 2013). The awareness can enter from training that can also be seen
as a driver towards GPP. By widening the knowledge of GPP employees, they get to know
more about it and it can be more interesting for them to implement GPP. This awareness

will quite likely pass to suppliers that can also act in a greener way. (Seuring & Muller, 2008).

Table 2. Drivers of Green public procurement

Drivers of GPP Source

Legal requirements Zhu et al. 2013; Tregidga & Milne, 2006
Government's incentives Zhu et al., 2013

Customer pressures Koplin et al., 2007

Management support Carter & Jennings, 2004

Organizational culture Siebenhuener & Arnold, 2007

Change management Griffiths & Petrick, 2001

Value sharing by management Meehan & Bryde, 2011

Awareness of greeness Zhu et al., 2013

Training Seuring & Miiller, 2008

2.6.2. Barriers of Green public procurement
There also exists some barriers to adopting GPP practices and they are listed in table 3

below. Many of the barriers are somehow related to costs. According to Marron (1997)
because GPP is an environmental policy it urges the public sector to procure green goods
even if their cost is higher. Unfortunately, in many cases, this cannot be done because of

the requirement to procure the lowest-priced product or service (Zhu et al., 2013). However,
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the Chinese central government has made a solution for this problem that is called
economic-based policy. They provided price subsidies for public organizations that bought
sustainable transport. They gave 10% subsidies for vehicles that had an overall
environmental label, 5% for those who had 50% ecolabeling, and 1% for those who had
less than 5% ecolabelling. Instead, in IT, furniture and engineering goods the central
government put environmental indicators for bids that favors greener goods. (Zhu et al.,
2013). Another cost-related challenge that Lundberg and Marklund (2013) have found is
that GPP is not always expenditure effective environmental policy practice. Unfortunately,
costs may be bigger than the benefits of GPP and therefore not worth of the money spent
(Walker & Brammer, 2009). For example, hospitals need very specific products that are
valuable (Brammer & Walker, 2011) and therefore, it can be impossible to still add extra
costs on top of it. On the contrary, the money can be saved for more accurate and valuable
issues than GPP (Michelsen & de Boer, 2009). Neither customers do not want to pay extra
only because there exists a sustainable label (Székely & Knirsch, 2005). Instead, there has
to be some influence on the product for the environment. However, in some cases, GPP
requirements can also reduce product costs and the impact on the environment in calls for
tenders (Stefan & Paul, 2008; Varnas, Balfors & Faith-Ell, 2009). On the contrary, one
challenge can be that green criteria are in the documents, but actions do not happen hand
in hand with this (Parikka-Alhola, 2008). Still, one challenge related to cost that was found
in the literature is that there is no financial support for GPP (Hoejmose & Adrian-Kirby,

2012). As discussed GPP needs funds and if there is no money it is hard to implement it.

Many other challenges than costs were also found in the literature. A challenge can be that
there are not enough resources in the company for green procurement and the subject is
too multidisciplinary and wide (Fibs, 2020). These resources are not just funds, they can
also be for example the number of employees. It can be that there are not enough
employees to implement GPP. Lack of resources can also affect political promotion, making
it too hard to promote (Testa et al., 2016a). The researchers of Fibs find out that almost half
of the respondents do not have enough resources to meet these goals. Some respondents
also saw resistance to change when managing responsibility, which can also be a big
challenge. (Fibs, 2020). Another huge challenge that the company can face presented by
Ahsan and Rahman (2017) is time. Integrating sustainability requires a very long timeframe
(Ahsan & Rahman, 2017) and companies can have more important issues to do such as

tendering that passes GPP.

Sometimes public companies do not have enough knowledge of the environmental

advantages of procured products which limits GPP preferences in a company (Varnas et
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al., 2009). The knowledge of how the product’s impact on the environment helps with these
preferences (Mosgaard, Riisgaard & Huulgaard, 2013). Also, a lack of understanding green
policies can be a challenge. To overcome this problem purchasing employees need to be
educated and trained for green policies (Min & Galle, 2001). Especially making
requirements, tendering process, qualifying of suppliers, and best sustainable offer decision
need to be trained (Testa et al., 2012; Zhu et al., 2013). A huge challenge can also be a
lack of clear objectives. This means that managers responsible for green procurement are
not informed about the objectives. This can also lead to the fact that the benefits of
implementing GPP are not met. (Glinther & Scheibe, 2006; Hoejmose & Adrien-Kirby, 2012;
Walker & Brammer, 2009).

Even though GPP has positive impacts on the environment the effects are not always met.
For example, if the environmental requirements draw attention to already environmentally-
friendly suppliers and the other ones will not enter then there exists no positive affection to
the environment. This means that other suppliers will continue being less environmentally
friendly that will influence the relative price. (Lundberg & Marklund, 2013). Ahsan and
Rahman (2017), state that sometimes sustainable criteria in the calls for tenders may also
be unclear for suppliers. This can lead to supplier providing for example, the wrong type of
declaration of its environmental actions. To overcome these challenges suppliers should be
educated so that they also have the knowledge considering sustainable goods and services.
Not knowing the issues can also be a challenge as such. (Vachon & Klassen, 2006).
According to Fibs (2019) in Finnish companies, the biggest challenge in responsible
management is to integrate responsibility into business. However, almost as challenging is
to measure and monitor responsibility impacts (Fibs, 2019). The need for continuous
evaluation can be seen as a challenge because it cannot be only a one-time act. Such as

many challenges this can also lead to huge costs. (Ahsan & Rahman, 2017).
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Table 3. Barriers of Green public procurement

Barriers of GPP Source

Higher costs Marron, 1997

Request to procure at low price Zhu et al., 2013

GPP is not effective policy Lundberg & Marklund, 2013
Costs bigger than benefits Walker & Brammer, 2009
Customers do not want to pay for label Székely & Knirsch, 2005
Actions are not as promised Parikka-Alhola, 2008

Lack of financial support for GPP Hoejmose & Adrian-Kirby, 2012
Lack of resources Fibs, 2020

Subject is too multidisciplinary Fibs, 2020

Lack of time Ahsan & Rahman, 2017
Lack of knowledge Varnas et al., 2009

Lack of understanding policies Min & Galle, 2001

Lack of clear objectives Gunther & Scheibe, 2006
Suppliers do not enter Lundberg & Marklund, 2013
Criteria unclear for suppliers Ahsan & Rahman, 2017
Integrating responsibility Fibs, 2019

Measuring responsibility Fibs, 2019

2.7.Societal public procurement
According to the European Commission (2010) socially responsible procurement includes

social and labor rights, decent work, employment opportunities, equal opportunities, using
sustainable criteria (ethical and trade issues), accessibility design for all, and larger
voluntary compliance with corporate social responsibility. Social use of public procurement
can impact, for example, employment positively because it offers opportunities to
employees who are normally out of the labor market. Another way to impact socially is to
give chances to less competitive bidders. (Cravero, 2017) Public authorities can also link
some policies as conditions to public contracts to get green resolutions to promote green
procurement and socially responsible public procurement (SRPP). SRPP can include for
example working conditions, promotion of work, and social justice. Working conditions
include for example minimum wages and health and safety standards. Instead, social justice
and human rights can include employment opportunities, corporate social responsibility,
protection against human abuse, compliance with social, and labor rights and reduction of

the gender pay gap. (Schulten, Alsos, Burgess & Pedersen, 2012)

Through public procurement not only many environmental goals can be met but also social
goals. (Cravero, 2017) For example in tendering the public organization has the chance to
use different requirements considering social criteria that try to get positive social impacts.
This can be, for example, promoting good work, supporting social inclusion or promoting

ethical trade. Also, contractors can participate in this. (Odachowski, 2019). It is central to
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focus on procurement as a mean to increase working activity in disadvantaged groups
(gender or ethnicity). Societal public procurement can affect positive chances on
employment. This happens by giving chances to classes of workers, for example for
workers that are away from labor markets (also meaning disadvantaged workers). Societal
public procurement can also give chances to less competitive bidders who otherwise would

have no opportunities in the market against other suppliers. (Cravero, 2017).

An important term in social responsibility is set-aside. According to Cravero (2017), Set-
asides leave some public contracts to some tenderers that fulfill certain criteria: the business
is small, it is a minority business, or another disadvantaged socio-economic operator.
According to him the benefits of set-asides are that governments can cheer for supplier
diversity, involve less-competitive bidders and add working opportunities for employees
away from labor markets. However, he also states that there is one challenge in set-asides
and that is discriminatory for European legal framework. Set-aside programs are properly

discussed in the next chapter.

One way to impact social responsibility is to use a socially responsible program. There exist
some domestic legal frameworks that offer programs that support disadvantaged socio-
economic operators and other minorities to ease participation in tender procedures. An
example of this is the so-called set-aside program that engages some public contracts with
specific bidders. (Cravero, 2017). There are also some programs that help disadvantaged
tenderers to take part in tender processes. The programs are called preferential and
facilitative. Preferential one consists of set-aside programs, creates business opportunities,
and bid advantages for minor businesses. Instead, facilitative help businesses to grow and
encourages tenderers to take part in the purchasing process. They can for example give
counseling services. This happens by dividing huge procurement into quite a small lot.
(Kirkwood, 2016). However, the EU criticizes this open competition restriction. Instead, the
EU did promote the best value for money thinking which traditionally focused on public
procurement and tools to make sure of open competition in both foreign and domestic
bidders. Still, lately other issues such as environmental and social issues that belong to the
thinking of sustainable public procurement are becoming even more and more important.
(Cravero, 2017)

2.7.1. Societal Public procurement means
The company needs to choose which social issues they want to include since it is not

possible to choose all of them. Other issues need to be left to for example NGOs. Social
issues selected should create shared value. One concrete mean to implement socially

responsible management is to create an organizational social agenda. The aim of the
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agenda is to discover social and economic benefits. It does not only focus on having less
harm. Instead, it focuses on having better social conditions. (Porter & Kramer, 2006)
According to Urge-Vorsatz, Koeppel, and Mirasgedis (2007) management can also use
different instruments for managing: These can be for example codes, labeling, certificates,

fiscal instruments, public management programs, and taxation.

Bernal, San-Jose and Retolaza, (2019) provide many means for implementing socially
responsible procurement. One way to implement the concept is to create tools that improve
already existing additional criteria throughout the assessment procedure. Another way is to
develop tools to track tenderers. For example, declassification lists, records of responsible
companies, and balance sheets could be used in this tracking. The third mean is to train
management so that there would be better transparency in the company and so that
reaching information needed would be easier. The fourth way to implement social issues is
to encourage employees to use new technologies in tender processes. (Bernal et al., 2019)
The advantage of these technologies is that they can be better and faster to use and go
through the processes. However, a challenge is that these systems cost money if the
company does not own them yet. The fifth way is to manage tender processes by providing
more information for the personnel who do the tendering. (Bernal et al., 2019). This
information can for example consider how to implement responsibility into tender criteria.
Still, one way is to make campaigns that raise citizen’s awareness of socially responsible
criteria in tender processes. (Bernal et al., 2019). In this way responsible thinking can be

promoted.

As discussed before an important part of social responsibility is to promote people that are
unemployed and in a worse position than other workers. One way to manage this is to use
a program that fosters employment (e.g., preferential, or facilitative one, discussed earlier).
The program forums develop competence and spread knowledge of action models and
practices. Also, KEINO and the Public procurement advice center are involved in this.
(Valtiovarainministerié 2020b). In addition, small and medium-sized company’s participation
in tenders need to be secured (Valtiovarainministerio, 2020b), since they are in a worse
position than larger companies who can for instance provide lots of products and give mass
discounts. However, for the public company, it can also be clever to collaborate with joint
procurement and a large buyer-group (Valtiovarainministerid, 2020b) to share knowledge

and better responsible practices.

In social responsibility, human rights and fundamental rights can be promoted. Socially
responsible procurement is one way to execute United Nation’s sustainable development

goals (Valtoneuvosto, 2020). According to Ty6- ja elinkeinoministerié (2020a) public
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procurement as such needs to be seen as a mean to foster social growth. Likewise, the
Finnish government procurement strategy that was launched in September 2020
(Valtioneuvosto, 2020) provides some other means to implement social responsibility. One
mean is to implement an employment speed-up program, that involves knowledge
development collaboration and knowledge of proper operating models
(Valtiovarainministerit, 2020a). It also prevents human rights violations (Valtioneuvosto,
2020). Better policies and practices can also lead to grey market prevention.
(Valtiovarainministerid, 2020a). Even though policies are one good way to use socially
responsible management, they are not enough when used alone, which means that other
ways are also needed. Open dialogue can also be promoted by discussing among
contracting entities, tenderers, and clients. The discussion needs to consider how social

responsibility can be seen in competing. (Valtiovarainministerio, 2020a)

Also, legislation can help to manage social responsibility. For example, the contracting
authority can check the tax and social security payment issues of the supplier.
(Valtiovarainministerit, 2020b) These include tax administration responsibilities, solvency
issues, and knowledge if the tenderer has paid tax and work pension payments. Also,
criminal record check from the supplier is possible. This is likewise a part of social
responsibility management. (Valtiovarainministerid, 2020b). The checking needs to be done
even though relationships should be based on trust (Lonsdale, Kirkpatrick, Hoque & De
Ruyter, 2010).

Human rights issues are an important part of social responsibility. HEUNI has made
clarifications of human rights in Finland and made concrete tools especially for
subcontracting misuse and employee misuse prevention. There have been a lot of
challenges in this clarification (Valtiovarainministerid, 2020b). This includes many steps 1)
determine human rights compared to the company’s values, 2) commit to these 3) make
operating instructions 4) add the knowledge of the employees 5) inform 6) commit to
progress these issues 7) confirm the working conditions 8) make procedures for employees

and 9) follow the executive. (Lietonen, Jokinen & Ollus, 2020)

Customer needs are not only part of social responsibility, but they are also a central part of
a public company’s business. For example, the public procurement advice center, TEM,
SOSTE, and Finnish entrepreneurs have found model practices to move attention to
customer needs. One mean is to use model (social) contract clauses to implement customer
needs. (Valtiovarainministerio, 2020b). According to Halloran (2016), these clauses make
sure that social values are added to the contract. He continues that all tenderers need to

meet these requirements set into clauses: Otherwise, the products or services are not on a
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high level enough for the public company. All discussed societal means are combined in

table 4 below.

Table 4. Societal means of public procurement

Societal means

Create organizational social agenda

Use codes, labels, certificates, instruments

Use management programs and taxation
Create tools that improve criteria

Develop tools to track tenderers

Train management

Encourage employees to use new technologies
Provide information for employees

Make campaigns that raise citizen's awareness
Use program that fosters employment

Collaborate with large buyers
Promote human and fundamental rights
Foster society growth

Implement employment speed-up program
Use better policies and practices

Check tax and social security payments
Check criminal records

Use HEUNI's clarification

Use contract clauses

Secure small companies participation in tendering

Follow Finnish government procurement strategy

Discuss with contracting entity, tenderers and clients

Source

Porter & Kramer, 2006
Urge-Vorsatz et al., 2007
Urge-Vorsatz et al., 2007
Bernal et al., 2019

Bernal et al., 2019

Bernal et al., 2019

Bernal et al., 2019

Bernal et al., 2019

Bernal et al., 2019
Valtioministerio, 2020b
Valtioministerio, 2020b
Valtioministerio, 2020b
Valtioneuvosto, 2020

Ty06- ja elinkeinoministerit,2020a
Valtioneuvosto, 2020
Valtiovarainministerio, 2020a
Valtiovarainministerio, 2020a
Valtiovarainministerio, 2020a
Valtiovarainministerio, 2020a
Valtiovarainministerio, 2020a
Valtiovarainministerio, 2020a
Valtiovarainministerio, 2020a

2.7.2. Benefits and drivers of societal responsibility

Even though the social dimension gets far less attention than the environmental (Viuggen,

Kuijpers, Semeijn & Gelderman, 2018) there are many drivers and benefits that lean on

acting socially responsible. All of them are listed in table 5 below. Let’s start with drivers

that direct towards socially responsible management. An important driver is definitely

stakeholder pressure. Stakeholders can be for instance consumers, NGOs, media, and

investors. (Leire & Mont, 2009). Their aim is to improve purchasing practices that exist

(Whitehouse, 2006). The pressure can happen for example through legislation or through

boycotts against child labor. This may affect to the firm’s production process. Another key

driver for socially responsible acting is organizational values. (Leire & Mont, 2009).

According to Fibs (2020), organizational values result in employees’ desire to improve

responsibility. Also, management working in a responsible way can lead to a more tied up

organization (Leire & Mont, 2009).
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Then, the focus will be moved to the benefits of socially responsible management.
According to Hoejmose, Roehrich and Grosvold (2014), one certain benefit is the reputation
of the public company. Acting socially can increase the reputation and image of the
company. These also should be tried to be maintained (Doh & Strumf, 2005). This can be
done by implementing SRP practices to avoid unwanted reputation and risks (Roberts,
2003). Besides reputation, regulations can also bring benefits. Therefore, regulations
should not be seen as a barrier but a way to innovate and get competitive advantages.
Innovations can also be received by using well-designed social and environmental
standards. The benefit of these is that they can lead to cost reductions or value

improvements. (Porter & Van der Linde, 1995).

Using community benefit clauses in the procurement process can bring benefits. They can
produce well-being power for local government. (Preuss, 2009). They also support local
communities and economies which can, for example, reduce poverty (Walker, 2015). Also,
using inducements can bring benefits. Public organizations can set inducements that
consider social and environmental targets that change the acting of suppliers that are
dependent on public organizations because of their business. Public managers have to
balance social, environmental, and economic issues in sustainable procurement to give
inducements to markets. Great incentives from public authorities can create new markets
and growth opportunities (Amann et al. 2014). Still, one benefit is that the public sector can
influence private sectors’ habits and consumption. Relationships between public and private
companies are important in realizing socially responsible and green public procurement
(Amann et al. 2014). Open communication about the public sector can also influence the
transparency of the company. This also helps the suppliers to meet the social requirements

too (Ministry of Economic Affairs and Employment, 2017).

All in all, public authority can give good to society by acting in an environmentally friendly
way. (McCrudden, 2004). It is even possible to improve the whole picture of society to a
better one by acting in a more socially responsible way. Also, some contributions can be
human well-being, better employment, and fundamental rights. (Ministry of Economic Affairs
and Employment, 2017) Concrete benefits of these according to the Ministry of Economic
Affairs and Employment (2017) are cost savings when making public sector missions and
improvement of working ability. Still, one benefit that can come from acting socially, in
general, is making better solutions and products. For example, in Finland there exists a
desire to increase demands and awareness of end-users considering how much acting in
a responsible way has potential. (Hakkinen & Belloni, 2011). If the demand increases this

can encourage people to make new solutions and products that have societal impacts. Also,
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new innovations that are better for the environment are made. An example of this can be
the use of more responsible material. (Ministry of Economic Affairs and Employment, 2017)

Table 5. Drivers and benefits of societal responsibility

Drivers and benefits of societal responsibility Source

Stakeholder pressure (e.g. boycotts) Leire & Mont, 2009
Organizational values Leire & Mont, 2009
Responsible management Leire & Mont, 2009
Reputation of the company Hoejmose et al., 2014
Regulations bringing competitive advantage Porter & Van der Linde, 1995
Cost reductions and value improvements Porter & Van der Linde, 1995
Well-being power for local government Preuss, 2009

Reduction of poverty Walker, 2015

Change acting of supplier Amann et al., 2014

Creating of new markets and growth opportunities = Amann et al., 2014
Influencing on private sector consumption Amann et al., 2014
Influencing on transparency of a firm Ministery of EAE, 2017
Giving good to society McCrudden, 2004

Improving whole picture of society Ministry of EAE, 2017
Human well-being, employment, fundamental rights Ministry of EAE, 2017
Making of better solutions and products Hakkinen & Belloni, 2011

2.7.3. Internal Challenges
Next challenges of acting in a social way will be discussed. This chapter focuses on internal

challenges and chapter 2.7.4. on external challenges. All the challenges are combined in
table 6. All of them should be taken into account in a public company. Hawkins (2006) says
that it is very hard to put sustainable, environmental, economic, and social aims into
business decision making. There are many reasons for this but one of them is costs. The
main problem related to costs is that social behaviors are not always profitable. In
procurement thinking, the main goal is to reduce costs. Instead, implementing SP can waver
costs. (Walker & Brammer, 2009). Unfortunately, according to Min and Galle (2001), these
costs can be a huge barrier when environmental practices are implemented. For example,
an environmentally friendly company can be placed in an economically disadvantaged
position compared to companies that do not consider environmental issues that much
(Vance, 1975). Another challenge related to costs is the additional cost being huge when
the company is acting in a socially responsible way. For example, developing new systems
considering stakeholders’ expectations to act more socially responsible can add costs.
(Maignan, Hillebran & McAlister, 2002). A big barrier can also be the fact that costs need to

be discussed to the board of directors because public organizations are not charity
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organizations (Whitehouse, 2006). For example, directors do not always want to place extra
money implementing social responsibility.

Challenges can also be found within the management. According to Gormly (2014), the
managers may not be open to change, which will not positively affect the societal issues of
the company. Instead, the management needs to be open to societal changes so that
societal aspects can be implemented. Also, if the management has not set their core values
the objectives such as sustainable procurement will not be met (Gormly, 2014). If the
management has not set their core values, they probably are also not committed to acting
socially responsible, which is also a barrier. It can also be that the commitment disappears
when resources are needed to put in for example an expensive code of conduct or some
other expensive policy. (Maignan et al., 2002). In addition, organizational culture can be a
societal challenge of management if it cannot be changed so that SP could be used. (Walker
& Brammer, 2009). As we know organizational change as such can be hard (Preuss &
Walker, 2011) and it does not get easier if too many societal responsibility changes are
made in the organization. These changes can be in, for example, supplier selection,
employee training and design, and logistics (Leire & Mont, 2009). The unwanted

consequences of these may be too much time consumed and costs.

The challenges can also stem from other employees inside the company. Employees may
have their own ideas and they do not want to follow the ideas that management has set for
implementing SP (Preuss & Walker, 2011). Employees’ own personal values affect their
behavior when compliance is thought about. It is also possible that compliance decreases
with regulations if there is no more moral responsibility. This can also affect others in the
company. In other words, non-compliance creates a barrier. (Sutinen & Kuperan, 1999).
Another challenge related to employees found by Gormly (2014) can be that there is a lack
of training for them. According to him, this training is needed in all levels of the organization
so that people can adjust to changes in the environment. Leire and Mont (2009) state that
another challenge can be that employees do not have enough information considering
social and ethical issues. Also, according to them, legal uncertainty can be a barrier. To

overcome these challenges, for example, training is needed.

The challenges can also relate to time, criteria set in the calls for tenders, and E-
procurement. In many companies, short-term needs are a priority and long-term aspects
are dismissed. The reason for this can be for example recession or Covid-19 pandemic.
Unfortunately, responsibility issues belong to the short-term category and therefore they
can be easily ignored in the company. (Gormly, 2014). According to Min and Galle (2001)

another challenge can enter from too strict standards. They say that there may not be
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enough suppliers available if the standards are so strict that suppliers cannot fulfill them.
For example, if the suppliers need to not only cope with the code of conduct, improve health
and safety and also deal with rising wages and many other costs the deal may be too hard
to fulfill. Furthermore, the supplier needs to have enough understanding of societal issues
(Welford & Frost, 2006), otherwise it is impossible to cope with criteria that the public
company sets. Then, the final internal challenge relates to the E-procurement policy that
conflicts with the SP policy. An example of this is that local suppliers do not have the money
for the technology to use e-procurement and therefore cannot decrease paper usage in

invoices as some others can use e-invoicing. (Walker & Brammer, 2012).

2.7.4. External challenges
Next, some external challenges related to acting in a socially friendly way are discussed.

Even though legislation can have many positive impacts on procurement it can also be a
barrier. This may be due to unclear legislation or regulations. (Morgan, 2008). For example,
it can be a problem if someone compliances to avoid punishment or reward instead of its
actual content such as SP ideas. Therefore, it should be properly thought if SP should
become obligatory. (Gelderman et al., 2006). Another common challenge is that it is very
tough to monitor the performance of second and third-tier suppliers and make changes.
(Welford & Frost, 2006). Also, there may be challenges in auditing. The main problem with
it is costs that are very high when hiring external auditors. In addition, the quality of it may

not be as good as expected. (Leire & Mont, 2009).

Challenges can also be found in foreign countries such as developing countries. For
developing countries, it may be hard to focus on SP since the focus needs to be aimed
towards more basic issues such as purchasing food (Gormly, 2014). Also, cultural
differences can be a challenge. The differences can lead to worse production considering
health and safety standards and social aspects. Also, the way that management is built can
be very different in certain countries which can be a problem. (Leire & Mont, 2009). Still,
one challenge related to different countries can be protectionism. It can be hard to ensure
that public buyers have full transparency for the market so that they can buy nationally.
(Nielsen & Hansen, 2001). Buying from local and small businesses can also be seen as

favoritism in procurement. (Brammer & Walker, 2011).

Still, one external barrier can be that the supplier does not have enough knowledge. In this
context, this means that the supplier's expertise is not on a high enough level about the

implementation of SP (Oruezabla & Rico, 2012). However, this can be overcome by having
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better collaboration and communication with suppliers about sustainability and SP issues.
If there is no good buyer-supplier relationship then this can prevent the use of SP. (Gormly,

2014). In the following table, all the challenges that came up in the literature are summed.

Also, the sources for every challenge are presented.

Table 6. Challenges of societal responsibility

Challenges of societal responsibility

Source

Hardness to integrate responsibility aims in decision making
Sustainability does not reduce costs

Costs need to be discussed to board of directors

Managers may not be open to change, and values not set
Organizational culture can not be changed to SP

Employees do not want to implement management's ideas
Lack of training for employees

Employees do not have information about social and ethical issues
Legal uncertainity

Short-term needs are priority and responsbility not

Too strict standards = Not enough suppliers that can fulfill
Supplier does not have enough understanding of social issues
E-procurement policy conflicts with SP policy

Supplier compliances to avoid punishment instead of SP
Hardness to monitor second and third tier suppliers

High costs of external auditors and bad quality

Developing countries focus on basic issues, not responsbility
Cultural differences

Protectionism

Favouritism

Supplier does not have enough knowledge

Hawkins, 2016

Walker & Brammer,2009
Whitehouse, 2006
Gormly, 2014

Walker & Brammer, 2009
Preuss & Walker, 2011
Gormly, 2014

Leire & Mont, 2009

Leire & Mont, 2009
Gormly, 2014

Min & Galle, 2001
Welford & Frost, 2006
Walker & Brammer, 2012
Gelderman et al., 2006
Welford & Frost, 2006
Leire & Mont, 2009
Gormly, 2014

Leire & Mont, 2009
Nielsen & Hansen, 2011
Brammer & Walker, 2011
Oruezabala & Rico, 2012

2.8. Model for managing responsible purchasing
Kuisma (2015, 52) presents one management model

considering Responsible

management. He explains that the background of the leadership is the same as in traditional
management. The management needs to think about values, vision, and also their business
strategy. These are of course thought from the responsible point of view. Secondly, he
states that the firm needs to know what stakeholders demand and how their expectations
are met. Here also comparing the situation with the best competitors is clever. Thirdly,
Kuisma (2015, 52) underlines that before it is possible for the company to develop in acting
in a more responsible way the management needs to estimate which issues are the most
essential. It is not possible to concentrate on everything. Fourthly, the company needs to

make promises, which are public promises to develop responsibility, in which stakeholder’s
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hopes are taken into account. The management principles of responsibility are needed.
Fifthly, promises are made in practice and therefore, operating instructions are needed not
only at the company level but also in every unit of the company. Sixthly, it is important to
measure outcomes in a reliable way, so that it is possible to set the goals and manage
development. It is vital to concentrate on the most essential points also in measuring.
Finally, based on results the management needs to set new goals by moving into stage 1.
This means that they need to find values, visions, and business strategy. (Kuisma, 2015,
52).

2.8.1. Management of responsible purchasing
Lately, there are more and more studies that investigate responsible purchasing and its

effect on company performance (Govindan, Seuring, Zhu & Azevedo, 2016). There also
exists questions if being responsible in environmentally and societally ways strengthen
relationships between strategic objectives, purchasing management, and firm performance.
Environmentally and socially responsible purchasing can, for example, affect not only firm
performance but also risk mitigation and competitiveness (Ferri & Pedrini, 2018) According
to Sarkis, Zhu, and Lai (2011) environmentally and socially responsible purchasing may
also lead to better competitive advantage (through developing new products). This can
come for example, from unique resources and capabilities (Reuter, Foerstl, Hartmann &
Blome, 2010), having niche markets, cost reductions by using eco-efficiency, and better
image and reputation (Ferri & Pedrini, 2018).

Social responsibility needs to be seen in different stages of purchasing management. These
are supplier selection (Thornton, Autry, Gligor & Brik, 2013), adaptation of ethical
certificates and codes (Egels-Zanden, 2014), and monitoring and estimating suppliers
(Baden, Harwood & Woodward 2009; Mamic, 2005). These are properly discussed in other
parts of the thesis. Instead, environmental purchasing considers the impact on the
environment and resource use in the whole purchasing process (Ferri & Pedrini, 2018). It
has been seen that environmental practices improve economic performance (Rao & Holt,
2005), and mitigates risks too (Seuring & Mdller, 2008). Acting environmentally responsible
can also come from the need to assure firms’ access to key resources (Ferri & Pedrini,
2018).

2.8.2. Supplier selection
As presented earlier social responsibility needs to be seen in different stages of purchasing

management (Carter & Easton, 2011). One of them is supplier selection which will be

properly discussed next. It is one central decision that buyers and organizations make, and
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it is even more central in companies that care for regulations and their reputation. (Bai &
Sarkis, 2010). As Carter and Easton (2011) state it is not possible for companies to only
look at service quality and price when they select suppliers, they also need to take into
account sustainability practices that impact society and the environment. In fact, they need
to be one of the priorities in the company’s agenda (Bai & Sarkis, 2010). According to
Thornton et al., (2013) the possibility of exposure to customer risks seems to have raised
corporate social responsibility’s significance in supplier selection. In supplier selection,
social and environmental aspects can be seen from different perspectives for example

regional proximal perspective versus company-level perspective (Bai & Sarkis, 2010).

It is important to remember that supplier selection in public and private companies differ in
some ways. Public parties need to comply with regulations, make sure that there is no
discrimination and different treatment of suppliers, also make obligatory public
announcements of calls for tenders, and have procurement as a weapon for government
policy (Igarashi et al., 2014). In addition, it is central to remember that public purchasers
cannot use environmental criteria that is in some way favoring some supplier (The European
Commission, 2004). Also, different stages in supplier selection in public procurement need
to be considered. The first step is normally identification of needs that means the fulfillment
of buying need that has to be solved (lgarashi et al., 2014; Knight, Harland, Telgen, Thai,
Callender, & McKen, 2012, 149). The aim is to find suppliers that meet the wanted process
and product standards and long-term needs. This stage helps to reduce the number of
potential suppliers. (Cousins, Lamming, Lawson & Squire, 2008, 60-61) Secondly,
purchasers make measurement criteria for possible suppliers and call for tenders will be set
to possible suppliers. (Igarashi et al., 2014). The criteria has to be specific to the product
that is purchased and does not cause unnecessary effort in the organization. (Cousins et
al., 2008, 62). It has been seen in the research that high-performing firms have fewer criteria
than low-performing firms. However, it has to be underlined that the criteria are more
relevant. In this stage, it is also important to not only focus on price but on total costs. For
example, the Iceberg model can help in this thinking. It shows that price does not reflect the
total costs of doing business. For example, costs such as late delivery, environmental

penalties, and poor quality should be thought. (Cousins et al., 2008, 62-63).

Many criteria can be integrated into supplier selection’s second phase. For example,
environmental and social responsibility measures can be used. By using these, competitive
advantages can be met, customer value can be received, and costs will be reduced
(Cousins et al., 2008, 66). The measurements need to be credible, open, and stated so that

environmental purchasing policy can be well made. The measurements need to be done in
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a way that suppliers can be properly measured. For example, if the company wants to buy
from sustainable companies, it is not clever to measure purchasing from the perspective of
costs. Instead, long-term competitive implications such as total cost of ownership related to
environmental policy should be thought. However, it has to be underlined that creating an
environmental measurement system requires a move in management attitude too. It is also
important to remember that environmental performance can be measured on many levels.
These can be improvements against environmental audit results, waste tracking, and
progress against corporate goals. Also developing a balance between result-based

measures and process-based measures is important. (Cousins et al. 2008, 209).

In the third step, purchasers get information (offers) from suppliers to compare them against
each other. This information needs to be comparable, accurate, and timely. (Cousins et al.,
2008, 68). Then, purchasers do the first selection checking the information that suppliers
submitted. The process can last long, and the final selection is done by measuring tenders
from a few qualified suppliers. This is normally based on number of criteria. Supplier
selection can also include post-selection measurement of supplier achievement. This

information can be used for later improvements of suppliers. (Igarashi et al. 2014).

Environmental and social criteria can be included in many supplier selection stages
mentioned. For example, the specification phase and final selection phase. These may
furthermore be encompassed as a performance clause in the contract with the selected
supplier. (The European Commission, 2004). However, including the environmental criteria
in supplier selection is not an easy process. Purchasers need to answer to some questions.
Firstly, they need to think about how environmental criteria should be seen: as new criteria
or as the existing criteria like extension of price and quality? They need to also think about
which environmental aspects among all the sheer should they choose to follow. Finally, it
should be clarified wherein the selection process the environmental aspects need to be
included. (Igarashi et al., 2014).

Traditionally customers have thought about environmental practices but nowadays it has
shifted also to social aspects like human rights and employee treatment (Mamic, 2005).
According to Thornton et al., (2013) also, researchers have been more interested in the
social issues of supplier selection. This has also led to the use of the supplier code of

conduct (Mamic, 2005). That will be properly discussed later in this thesis.

Socially responsible supplier selection (SRSS) plays a key role in responsible supplier
selection. SRSS means a firm's ability to select suppliers that use sustainability and

corporate social responsibility principles when they operate (Thornton et al., 2013). Carter



45

and Jennings (2002a,b) include six dimensions into this thinking: These are supplier
diversity focus, supplier ethical treatment, supplier environmental focus, supplier human

right focus, supplier safety focus, and firm community focus.

There are some concepts that are important in responsible supplier selection. Firstly,
according to Carter and Jennings (2002a), public companies that want to select suppliers
in an environmentally friendly way can use supplier environmental focus ideas. This means
seeking environmentally focused suppliers. Their processes and products need to be
environmentally responsible. (Carter & Jennings, 2002a). Secondly, supplier ethical
treatment needs to be looked at. Supplier ethical treatment refers to the firm’'s level of
honesty in the supplier selection process. Unethical behavior can be for example lying, and
misleading suppliers’ delegates for those mistakes that they did not make (Carter &
Jennings, 2002b), these want to be passed. Thirdly, supplier diversity needs to be promoted
in a responsible company. Supplier diversity refers to how much the firm selects belonging
to gender or ethical minority groups. For example, buying from minority-owned suppliers
can strengthen their economy. (Carter, Auskalnis & Ketchum, 1999). Fourthly, the supplier
human rights focus is important in responsible supplier selection. The supplier human rights
focus refers to how much firms try to find out suppliers that care about human social issues
in their operations. Fifthly, supplier's safety has to be important for the public organization.
Naturally, supplier’s safety relates to supplier’s safety-related behaviors during selection in
the workspace. (Thornton et al., 2013) Finally, it is central to look at the supplier's
surrounding communities in supplier selection. Community focus relates to how much
surrounding community is taken into account in the supplier selection. Firms can, for
example, affect the local community by choosing local suppliers. (Carter & Jennings,
2002a).

Supplier selection is not only a central part of social responsibility it is also an important part
of Green public procurement. Through green public procurement, the purchaser can
indirectly and directly enhance their environmental performance. This can be executed by
putting green criteria in the decision making that is green supplier selection. (Igarashi, et
al., 2014). However, Preuss (2002) underlines that the involvement of environmental criteria
adds complexity in supplier selection because a lot more information needs to be collected.

According to him it also takes a lot of time when thinking about environmental impacts.

2.8.3. Code of conduct
As said earlier social responsibility needs to be seen in different stages of procurement

management. One of them can be the use of the Code of conduct. Normally a code of
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conduct (CoC) is a set of guidelines on many issues. These can include child labor, forced
labor, benefits and wages, working hours, disciplinary practices, health and safety, the right
to freedom of association, and environmental practices. (Mamic, 2005) These codes of
ethics are made to share the organization’s commitment to CSR and find out expected
conduct from the firm’s employees. (Erwin, 2010). These codes are central in establishing
CSR policies in a firm and also for creating a responsible and ethical organizational culture
(Collins, 2004). However, CoC is not easy to implement and there is no single template that
can be used in every company. Both managers in public companies and managers in
supplier companies have struggled to implement it. However, to better implement CoC for
example, footwear companies have thought about the development of vision,
understanding of it by the employees and suppliers, implementation of it and finally having

feedback and improvement and monitoring it. (Mamic, 2005)

Many companies have adopted a Code of conduct to effect on practices that their business
partners do and to offer an approach of standards that are expected from them. (Mamic,
2005) Even though it is quite hard to adopt CoC there are many benefits in implementing it.
For example, Fisher and Lovell (2006, 393) say that there are eight roles for it. These are:
damage limitation, guidance, information, discipline and appeal, proclamation, negotiation,
and stifling. Other purposes, according to them, are the education of new members, being
a measure of consistency, adding public trust in the profession, and being a quality
controller.

Erwin (2010) has also found some other benefits that come from implementing CoC. In an
ideal situation code of conduct directs employees to promote ethical business practices and
avoid legal consequences. The use of a code of conduct can also lead to reputational
benefits by being a symbol of CSR engagement and awareness (Erwin, 2010). According
to Erwin (2010) there also exists some other benefits of implementing the code of conduct.
According to him these can be risk management, product differentiation, less negative

customer actions, fewer insurance premiums, and better customer relations.

2.9. Measuring and reporting
There are many benefits to using metrics in responsible public procurement. Some

advantages of meters are that systematic changes, strategic objectives and results can be
observed. Also, by using the knowledge from metrics future practices and resources can be
guided. (Valtiovarainministerid, 2020a). Metrics can also help managers to set goals,

observe the company’s process, find out alternatives (eg. better raw materials), and also
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benchmark. In this thesis, measuring will be done from the viewpoint of sustainability. Still,
one advantage of environmental measuring is cost savings and created revenue through
better working processes. However, some challenges considering measuring have also
been found. It can be hard to make a sustainability indicator or metric that arranges
information and also promotes policy-making of sustainability. Also, weighing equally all
three aspects of sustainability can be difficult. A challenge is also, that there exists no rules
or standards for measuring neither in the same industry level nor in different industries.
Unfortunately, there also does not exist any gathering of environmental information for
companies in a form that could be used in collaboration. (Székely & Knirsch, 2005). Still,
some large challenges related to measuring found by Arli and Cadeaux (2013) are lack of

interest in measuring and lack of resources. The company should try to overcome these.

Supply chain efficiency indicators are needed so that supply chain performance can be
improved. There exist many performance indicator- models but some need adjustments to
see the supply chain performance measurement. One part of this adjustment is integrating
sustainability into supply chain performance. It starts with combining social, environmental,
and business efficiency measurements into the supply chain. However, managers need to
notice that this adding of sustainability into measures can add complexity and size of
efficiency measures. A complex supply chain also decreases the efficiency of the
management in the supply chain. (Bai & Sarkis, 2014). Here, the identification of KPIs helps
to integrate sustainability (Chae, 2009). KPIs will be properly discussed later in the chapter.

In measuring firms have to point their view on future actions of sustainability meaning plans
and reports. However, also historical activities and data need to be checked out on a regular
basis. (Székely & Knirsch, 2005; Juutinen, 2016, 239) The best metrics are the ones that
have some features. (Székely & Knirsch, 2005). According to Székely & Knirsch (2005)
metrics need to be simple, understandable, easy to track, easy to compare, cost-effective
data collection, scalable, good management tools, and such as they supplement regulatory
programs and protect company data. Juutinen (2016, 240) adds that results that metrics
provide need to provide information about measured issues, they need to cover all the
company’s functions, they are usable at the right time, reliable, and above all alert at the
right time about unwanted functions or development that goes into the wrong direction.
There are many ways to measure and monitor a company’s responsibility. The indicators
can be ‘lagging’ or ‘leading’ indicators. Lagging indicators find outcomes after the issue
occurs. Instead, leading indicators measure issues at the time they occur. (Székely &
Knirsch, 2005) The latter one can be more valuable since at the time the issue occurs it is

still possible for the company to attack. For example, gaps can be recognized and the



48

possibility for the risk to happen can be observed. Also, the use of both indicators at the
same time can be clever. There exist many different indicators. These are for example
surveys, investor’s criteria, benchmarking, sustainability indexes, standards and codes,
sustainability indicators, and metrics for sustainability performance. (Székely & Knirsch,
2005). According to Juutinen (2016, 239) also, financial information such as financial

statements can be seen as an indicator.

Financial markets desire knowledge about social and environmental issues of the
companies. The socially responsible investment (SRI) idea has been very popular during
last few years. The idea is to make surveys for investors and also for analysts. These
surveys help to clarify the environmental and social performance of the company from the
perspective of different stakeholders. Different parties can conduct these surveys such as
academic institutions and industry. The surveys include, for example, the exclusion of firms
that cannot meet social and environmental criteria and companies that meet these goals
very well. The social measures in the surveys can be for example, operations, policies and
management ways. However, the challenge here can be that social performance is not
always easy to quantify. Another challenge considering surveys is that they often provide
opinions and not exact data. (Székely & Knirsch, 2005). Therefore, the measuring can be
hard.

One way to measure procurement is to use calls for tender analysis. For instance, in
Finland, this can be done by using HILMA-database. In the database, there is procurement
that goes beyond the national threshold. With sampling, which is a systematically chosen
subset of call for tenders it is possible to get statistically significant differences between
years and product groups without needing to look for every call for tenders. It is also possible
to group these product groups in different ways. By this analysis, it is possible to get results
of product groups, wider sets, or even public procurement as a whole. By dividing
procurement into product groups, it is possible to create strata in which variation is smaller
than in the whole calls for tenders set. Here, it is also possible to use foreknowledge
considering the environmental friendliness of the products. Also, the uncertainty is smaller

this way than in the whole sample of calls for tenders. (Alhola & Kaljonen, 2017)

Benchmarking can also be a very useful tool when measuring the sustainability of the
company. It means comparing the company to their reference company internally or
externally. In benchmarking the focus needs to be aimed at processes, activities, and
management that could be copied from other companies. Also, measurements can be
benchmarked. (Székely & Knirsch, 2005; Bjérklund, 2010). The benefits of benchmarking

are that it is a cost-effective and time-efficient improvement tool and throughout it,
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companies can understand their weaknesses and strengths. They can also find out new
methods, ideas, and processes. (Bjorklund, 2010). So that benchmarking can work at its
best level also another tool called business process re-engineering (BPR) is needed.
Therein, certain processes are very well researched. For example, resources consumed,
waste amount, energy consumed, and amount of people involved can be measured.
(Székely & Knirsch, 2005)

According to Székely & Knirsch (2005), measuring can also be done by using different
standards to manage processes, products, and employee development. The use of
certificate ideas should be followed. In other words, there is no need for a certificate if the
liability of it is not met. Also, different ratios can be very usable for measuring the
responsibility of the company. For example, productivity/efficiency ratios can be used.
Throughout them, value received considering productivity can be observed. Examples of
ratios are labor productivity (eg. turnover/employee), process eco-efficiency (eg. sales/unit
of energy), and resource productivity (production unit/ waste). Also, intensity ratios can be
used for measuring. These explain the attach per unit value. Examples of intensity ratios
are waste intensity, emission intensity, and resource intensity. Finally, percentages can be
used for measuring. Sustainability can be measured with for example losses, input/output
ratios, recycling percentages, quotas (eg. how many percentages of women are in the high

management positions), and financial ratios. (Székely & Knirsch, 2005).

According to Collins and Cooper (2017) ecological footprint has raised a lot of interest
among researchers. According to them, it is a measure of global environmental impact.
With an ecological footprint, the company can measure the amount of waste usage and
resource consumption. Every company has a footprint, but the size of it matters. There
exists some reasons why measuring ecological footprint is clever. Firstly, they raise public
knowledge of environmental and political issues. Secondly, they can be seen as an eco-
label for services and goods. Thirdly, the tool is suitable for comparing the company to its
competitors. (Székely & Knirsch, 2005). Fourthly, ecological footprint changes complex
resource usage formula towards a single number. This also helps decision-making.
(Constanza, 2000).

Key performance indicators can also be used in measuring responsibility of the company.
According to Durkacova, Lavin, and Karjust (2012,1080) “Key performance indicators
(KPIs) are measures that quantify objectives and reflect strategic performance and success
of company. The application of KPIs provides executives with a high-level, real-time view
of the progress of a project or company.” Manning (2013) continues that corporate social

responsibility policy delivers quantifiable benefits if KPIs are used. These KPIs can focus
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on business, financial, and market measures. Earlier key business units did not have
environmental or social efficiency measurements. Now, managers use a balanced
scorecard to identify the key performance factors to follow the firm’s sustainability
objectives. The balanced scorecard also increases accountability of environmental and

social issues. (Epsten & Wisner, 2001).

According to Huan, Sheron, and Wang (2004) one largely used performance measurement
system is supply chain operations reference (SCOR) model. It groups processes on five
supply chain levels. These are plan, source, make, deliver and return (Gulledge &
Chavusholu, 2008). Instead, performance measure categories in SCOR are time, cost,
innovation, and flexibility dimensions (Bai & Sarkis, 2011). Even though the measures do
not include environmental and social sustainability measures they can be adjusted. (Bai &
Sarkis, 2014)

Data envelopment analysis (DEA) is a good tool for analytical modeling, and it can be
applied in complex situations in supply chain and sustainability management. It has been
applied in sustainability thinking just recently (Mirhedayatian, Azadi & Sean, 2014) DEA is
a productivity measurement tool that has many factors. It is based on many outputs and/or
inputs for a certain decision-making unit (DMU). This model focuses on many problems
about environment that have also been found in the literature (Bai & Sarkis, 2014). There
exist two types of metrics in DEA. These are radial and non-radial metrics. They are
grounded on differences in the relationship of output or input items to themselves and also

if it is a slack- or ratio-based modeling issue. (Tone, 2002).

There exist some techniques that help managers to see the sustainability impacts in supply
chains. According to Bai and Sarkis (2014), these are design for environment (DFE), life-
cycle assessment (LCA), and product stewardship. DFE is a design activity that's aim is to
improve a product’s environmental performance (Hausschield, Jeswielt & Alting, 2004). It is
basically involving environmental issues in products, processes, and management systems
design and redesign (Sroufe, Curkovic, Montabon & Melnyk, 2000). In life cycle thinking the
whole product system is taken into account, not just individual parts of the life cycle. In life
cycle assessment the aim is to find all environmental interventions and not just one.
(Finkbeiner, Schau, Lehmann & Traverso, 2010) LCA provides information about the
impacts of goods and services. This is done by considering flows such as material
processing, manufacturing, distribution, and disposal. (Hutchins, Gierke & Sutherland,
2009). KPIs performance indicators and meters are central to these life-cycle assessments
(Bai & Sarkis, 2014). Instead, Product stewardship refers to the strategy of minimizing a

product’s environmental impacts in all the stages of the product life cycle. All the persons
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that sell, produce or design products should take the responsibility for this minimizing
product’s environmental impact. (Northwest product stewardship council, 2021).

Some social issues that could be measured are presented next. In social measuring,
organizations can track employment conditions by making use of the amount of purchasing
and the share development. They can also track employment and articles of apprenticeship
places based on the amount and share of purchasing developed. Also, it is important to
measure human rights risks and privileges in purchasing. Neither should measuring the use
of code of conduct be forgotten. (Keino, 2020) Also, measuring employee’s safety and
health is important. These can help to evaluate employee accidents that are very costly.
(Székely & Knirsch, 2005). There are also some environmental issues that should be
measured. For example, in Finland carbon neutrality target 2035, circular economy road
map, greenhouse emission reduction, and organic food increasing play an important role.
Therefore, public organizations should pay attention to these, follow and measure them

when procuring (Keino, 2020).

Also, reporting plays an important role in responsible procurement. There are many benefits
to reporting. It helps to see the transparency of processes and gives prizes to employees
involved in sustainability issues. However, reporting objectives are to make better
sustainability and track it. Also, external reporting is needed since by looking at it
stakeholders can make decisions about which part of the sustainability issues they want to
be involved in. Well-made reporting gives relevant information, gives access to other
information, and is coherent all the time. It is also a way to make trust with different parties
such as customers, workers, and suppliers. (Székely & Knirsch, 2005). Without proper
reporting function development is very hard. It is also important to report responsibility
development to both operative and strategic management. However, these reporting styles

can differentiate from each other. (Juutinen, 2016, 239).

3. Research methodology and data collection plan
The research was made as a qualitative study. More precisely as a case study. In the case

study “case” or cases that happen in the real world are tried to be understood deeply. The
aim is to get new knowledge about real-world behavior and significance (Yin, 2012, 4).
According to Metsamuuronen (2001, 16-17), the “case” can be for example an individual,
group, school, patient, customer, customer group, or department. In this thesis, the case is
HUS Logistics and their responsible procurement management. There are many reasons

why the case study was chosen as a methodology. One advantage of it is that it allows
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generalization (Metsamuuronen, 2001, 17) which means that the results of this study can
be generalized to other hospital districts’ procurement too. However, generalization cannot
be the main point of it, instead understanding of the case is. Another advantage is that the
starting point of the case study is functional and their results can be applied in practice
(Metséamuuronen, 2001, 17-18). Actually, Ellram (1996) says that through the case study
the “best practices” and knowledge of the data can be reached. In this study, the most
central goal is to find out the best practices for public organization’s managers to use when

they manage responsibility in real life.

The Data collection of the study will be mostly made with semi-structured interviews.
However, secondary data from HUS Logistics database will also be used. Also, a collection
that the researcher collected from the company’s calls for tenders will be used. This
collection presents all socially and environmentally responsible criteria from the year 2019
that the company has used. There are many reasons why the semi-structured interview was
chosen. Firstly, it gathers valuable empirical data effectively (Eisenhardt & Graebner, 2007).
Secondly, this interview type gives the researcher quite a lot of freedom (Koskinen,
Alasuutari, & Peltonen, 2005, 104), and the researcher can steer the interview and move it
in the right direction (Walle, 2015, 72). Thirdly, the interviewee can respond to questions
freely which can be seen as an advantage (Koskinen et al., 2005, 104). Fourthly, knowledge
from the experts working closely to the subject will be received. In this study experts are
category managers, procurement managers, procurement specialist, leading procurement
expert and development manager. Also, another development manager working closely in

between responsibility will be interviewed.

Seven interviews were conducted during January and February 2021. The interview
guestions were sent to interviewees a few days before the interviews. This was done so
that the interviewees could prepare for the interviews and clarify which themes will be
discussed in the interviews. Each interview lasted from circa 25 minutes to circa 1 hour and
they were done in Finnish. The interviews were done via Teams because of the Covid-19
pandemic and expectational circumstances. All interviews were recorded, transcribed and
analyzed. Even though the interview questions were done before the interviews the
researcher made some follow-up questions during the interview. The interview questions
were divided in themes so that the analysis could be easier. Also, tables of the most central

issues were done. For example, the benefits found from interviews were divided into tables.

Additional material was also used in a form of an excel -table that the researcher collected.
This table provides two layers about responsible criteria that the case company uses.

Criteria are divided into social and environmental criteria and inside them divided into more
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strict criteria. For example, if the case company demands the use of a code of conduct from
their supplier both social criteria and code of conduct are ticked in the excel. The table

provides all the calls for tenders of the year 2019 and all the criteria that are used are ticked.

Based on the interviews and other collected data the aim is to find out how to better manage
responsible procurement in a company. The aim is to build a wide knowledge about the
subject and based on that make a good analysis. This study will contribute to the
procurement field by giving more knowledge about how to lead responsible procurement in
a public organization. It will fill the gap of public procurement and its responsible acting. The
aim is to clarify if there is a connection between the theory and the empirical part of the work
or are they totally different. This way the prior literature will be fostered and find out is acting
in a responsible way worth of time and money spent in it. Through the research
management of public organizations will find out ways to manage the organization in a more

responsible way both socially and environmentally.

4. Management of responsibility in HUS Logistics

4.1. Case company
HUS, also called the hospital district of Helsinki and Uusimaa, is the biggest hospital district

in the whole Finland. HUS is also the second biggest employer in Finland. (HUS, 2021a)
The aim of HUS is to offer good quality and safe special medical care to their patients.
(HUS, 2021b)

However, this thesis concentrates on HUS Logistics, not HUS as a whole. HUS Logistics is
an organization beneath the hospital district of Helsinki and Uusimaa. HUS Logistics takes
care of procurement and logistic services, medical technology, and care product availability.
Their main goal is to save their customers time that can be used instead in, for example,
taking care of patients. Their vision is to be the leading health care procurer in Finland. HUS
Logistics wants to be seen as a demanding and innovative product and service buyer that
purposefully promotes competition in the market and acts according to clear rules and

based on strong procurement knowledge. (HUS intranet, 2021a,c)

One of HUS Logistics’ principles is responsibility. Their responsibility program’s main
themes are responsible mode of operations, responsible procurement, and the whole staff’'s
joint act of good will. Their aim is to make all procurement according to HUS values and

responsibility can be seen as one of them. Responsibility issues are part of HUS Logistics’
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normal procurement actions from planning to evaluation. Therefore, responsibility is being
noticed in all the procurement. HUS Logistics’ aim is to have responsibility criteria in over
60% of their joint procurement. (HUS Intranet, 2021b)

4.2. Responsibility excels
The researcher has made an Excel table that considers all calls for tenders published in the

year 2019 in HUS Logistics. The whole point of this table is to find out responsibility criteria
related to social and environmental responsibility. HUS Logistics does not utilize that many
responsibility criteria and unfortunately these criteria are not requested in that many calls
for tenders. During the year 2019 there were only 12 calls for tenders that included social
criteria and 30 calls for tenders that included environmental criteria. All in all, there were

179 calls for tenders.

From these excel tables also different social and environmental criteria that HUS Logistics
utilizes can be seen. In the social criteria, there were not that many different criteria. The
most important criteria were that the supplier is committed to HUS Logistics code of conduct,
the supplier complies with ILO agreement, the supplier has to upload CSR clarification and
the tenderer gives a clarification of their corporate social responsibility. These criteria and
the number of criteria requested from the supplier can be seen in the bar chart below (figure
2).

Most important criteria of social responsibility
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Figure 2. Most important criteria of social responsibility in HUS Logistics

More environmental criteria than social criteria were found from the calls for tenders. The

most important criteria was abandoning PVC- material. Some other more often used criteria
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were a declaration of Co2 emission including Euro 6 emission request, the supplier has ISO
14001-environmental certificate, the supplier has an environmental program, HUS requires
that suppliers work produces as little burden to the environment as possible and a
declaration of supplier’s responsibility plus recycle and disposal guide. These criteria and
the number of criteria requested from the supplier can be seen in the bar chart below (figure
3).
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Figure 3. Most important criteria of environmental responsibility

4.3. Interviewees
The first person interviewed was development manager A who is in this thesis called

interviewee A. She has been working as a development manager in HUS Logistics since
autumn 2017. Interviewee A has studied social sciences at the University of Tampere. Her
major there was international politics. In HUS Logistics Interviewee A does development-
related issues focusing on change projects and top projects for example, category
management processes, and supplier and contract management. In addition, Interviewee
A is a leader in HUS logistics’ responsibility program and acts as a specialist in responsible
procurement. All the interviewees, their position in the company, the organization that they

represent, and the time taken for the interview are listed in table 7 below.
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Table 7. Interviewees

Interviewee Position Organization Time taken
Interviewee A Development manager HUS Logistics 50 min
Interviewee B Development manager HUS Logistics 60 min
Interviewee C  Category manager HUS Logistics 50 min
Interviewee D  Procurement director HUS Logistics 25 min
Interviewee E Procurement manager HUS Logistics 55 min
Interviewee F  Specialist SYKE, Keino 60 min
Interviewee G Leading expert MOTIVA 30 min

Interviewee A has lots of experience in responsible procurement, therefore her responses
are very valuable for this thesis. She has worked in between responsible issues since 2008.
Prior to HUS Logistics interviewee A has worked in the city of Helsinki and the city of
Tampere. In both places, her work was related to procurement and development and project
functions. Her aim is to continuously improve her knowledge through for example Motiva’s

and Keino’s training and also through different kinds of network collaborations.

The second person interviewed was a development manager from HUS Logistics called
Interviewee B. He has worked in HUS Logistics for one year and three months. In the
university Interviewee B, studied engineering more specifically industrial engineering. His
major was the industrial economy. Interviewee B has also quite a lot of working experience.
He has been working for 16 years now in the procurement, supply chain and buying field.
In the Tikkurila -company he was a buyer, project worker, and buying manager for seven
years. After that, he became a procurement manager of Veikkaus. For the last three years

there he worked in the public procurement field.

In HUS Logistics Interviewee B works around reporting, systems, measuring, procurement
supporting functions and also coordination of these issues. Therefore, his answers are very
valuable related to measuring part of this work. Interviewee B has also some experience
with responsibility. He has walked into this subject from the very beginning of his career in
Tikkurila. For example, he remembers the code of conduct of Tikkurila. However, he notes
that responsibility has not been the greatest or biggest subject in his career, but it has

always been ‘in the package’.

The third person interviewed was a category manager from HUS Logistics, who is in this
thesis called interviewee C. Interviewee C has studied in the university of applied sciences
both business and physiotherapy. She has been working in HUS Logistics since 2018.
There, she was for 18 months a procurement specialist but later became a category

manager. Even though she does not have working experience related to procurement from
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other firms she has learned a lot by doing. First touch into responsibility she got when she
was tendering gloves that medical staff use. In this product group, responsibility issues are
very central. Throughout this Interviewee C, has ended up also in thinking about
responsibility in many other tendering projects. Also, by making category work she has
learned how to implement responsibility in tendering. Also, Keino academy has helped her
education related to the responsibility. During the years 2019 and 2020 Interviewee C and
two others patrticipated in their training which helped to make a process figure and gave
means for how to properly implement responsibility in tendering. Because of this, it is now
a lot easier for Interviewee C to monitor how the responsibility is evolving and in which
procurement the responsibility goals should be placed. Now, Interviewee C also trains HUS
Logistics procurement together with Interviewee A. However, when asked about are
Interviewee A and C in the most central position in the organization when thinking about
responsibility Interviewee C underlines that responsibility issues should not be
personalized. Instead, categories should be given liability about responsible issues. In this

context, categories mean managers and procurement experts.

The fourth person interviewed was a procurement director from HUS Logistics who is called
interviewee D in this thesis. He has worked in this position for two years now and has
studied law at the university. In HUS Logistics Interviewee D’s position includes
procurement directing, in which the main processes are tendering activities, suppliers
contract management processes, and implementing category activities. Such as
Interviewee C also Interviewee D has learned responsibility issues mostly by doing.
However, he has been visiting different European procurement units for example in the
Netherlands, Denmark, and United Kingdom. There he was observing how others handle
the responsibility issues. He has also attended different responsible public procurement
training and also taught others about them. Interviewee D also has lots of experience in
public procurement. He has worked in procurement positions since 2008. Earlier he has
been working in Veikkaus, Kuntien Tiera, and the city of Espoo. Prior to that, he was a

procurement jurist in the city of Espoo.

The fifth person interviewed was a procurement manager from HUS Logistics called
interviewee E. He has worked in HUS Logistics since 2019. Interviewee E has firstly studied
in the university of applied sciences in the business field and later on has made a higher
university of applied sciences examination focusing on procurement. He has lots of
experience related to public procurement because he started his career at the city of Espoo
in year 2006. At that time, he was a procurement specialist for 5 years. After that Interviewee

E went to RAY and over there, he helped a procurement director by developing, training
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others, and making guides. Later, gambling companies merged, and they became a new
Veikkaus. There Interviewee E was a procurement specialist and later a category manager.

Now, in HUS Logistics Interviewee E is a procurement manager in the service and ICT
category. He is responsible for other service procurement excluding health and safety
procurement. He is also responsible for ICT. His category also makes Cloudia sourcing
publication and also of course follows through tendering. During the last years, Interviewee
E has attended many training sessions related to responsibility. These include for example
Motiva’'s and Hansel’'s training that has mostly been so called ‘information strikes’ lasting

one day.

The sixth person interviewed was a specialist from the Finnish Environmental Institute
(Suomen ymparistokeskus) called interviewee F. She has a lot of education related to the
subject because she has done her master’'s degree in both business and agriculture and
forestry. She has also done a PhD. in engineering. Her major in business school was
international business and in agriculture and forestry, her major was the environmental
economy. Interviewee F has worked in the environmental center since 2003. She also works
in the Keino Competence centre for sustainable and innovative public procurement as a
specialist. Her major work there has been related to public procurement and its
environmental aspect. More specifically, she has been a researcher and special researcher

right after she got the PhD. meaning 8 years.

In Keino Interviewee F coordinates the Finnish environmental center’s functions. There she
makes a lot of applications, researches, and does specialist work related mostly to public
procurement. However, she also researches sustainable production and consumption
projects and research. She has not participated in special responsibility training, but she
has learned a lot through work and also of course through the research that she has done.
Interviewee F has a lot of knowledge towards responsibility and her responses are very

valuable towards the thesis.

The seventh person interviewed was a leading expert from Motiva, who is in this thesis
called interviewee G. Motiva is a governmental sustainable development organization fully
owned by the government. Motiva offers solutions and services for government, firms,
municipalities, and consumers. By following these, parties can make responsible, effective,

and resource efficiency solutions. (Motiva, 2021).

Interviewee G was interviewed since the researcher wanted to have knowledge also outside
the organization to get more valuable results. Interviewee G also has a lot of knowledge

about responsibility issues since she has worked her whole career in between responsibility
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issues by starting the career right after her graduation from Helsinki university. Interviewee
G’s major in the university was bioscience and she graduated in the year 1999. This means
that her career in between responsible issues has been very long. Prior to her career in
Motiva, she worked in technical college / Aalto university, the city of Helsinki, and also the

city of Vantaa. In Motiva, Interviewee G has now been a bit over one year.

4.4. Current situation in HUS Logistics
The current situation related to responsible procurement in HUS Logistics is on a quite good

level. Interviewee G from Motiva agrees on this. She has been helping HUS Logistics
considering responsibility therefore, her opinions need to be taken into consideration.
Interviewee C tells that in HUS Logistics categories manage on their own category strategy
also their responsibility. Interviewee C trusts also personnel who do the tendering by saying
that they are very aware for example of the fact that HUS tries to get rid of plastic and also
about other large totalities. She underlines that HUS Logistics employees are committed
to HUS’s general goals related to responsibility and they also develop different procurement
to meet the strategic aims for mutual good. According to Interviewee D, these goals should
be easily found because they come from procurement strategy. According to Interviewee A
and Interviewee C their aim is to have responsible criteria in 60% of their tendering.
Interviewee C tells that in different product groups this can mean different things. For
example, in some groups code of conduct can be required, and in others recycling.
Unfortunately, the company is not yet on the 60% level and Covid -19 pandemic does not
either help the situation. According to Interviewee A, the reason for this is that personnel
who do the tendering needed to make fast procurement and it is impossible to pay attention
to responsibility issues then. However, Interviewee A notes that during year 2021 this 60%
goal is trying to be met. Nevertheless, some goals have already been met. For example,
Interviewee A says that waste collection and plastic picking are now on a better level. Also,
other recycling and emissions are in a better position. She also underlines that there exists
much more knowledge related to responsibility among employees. It started from a few
people’s interest but now there are a lot more informed employees. Also, there is strong
support coming from the executive team because they yearly accept the responsibility

program of HUS Logistics.

However, there are some issues that still need development. Firstly, according to
Interviewee D, responsibility issues are not yet coming from the spinal cord and therefore,
development manager Interviewee A is needed in many tendering processes to think about

the situation. In his opinion, HUS Logistics is still at their beginning thinking about
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responsibility. Secondly, Interviewee G notes that HUS Logistics should amplify and define
their aims even better. She underlines that this needs to be done especially on a concrete

level. For example, it needs to be clarified what the carbon neutrality goal really means.

As stated earlier, Kuisma (2015, 52) underlines that values, visions, and strategy are
important starting points of responsible management. Therefore, these were asked from the
interviewees. The potential of these was also asked from one expert. According to
Interviewee F values are the basis for everything meaning that responsibility needs to be
one of the company’s central values. From there it moves to the other functions for example
to control markets and supply chain management. Also, the importance of strategy is very
huge. It builds the guidelines for moving forward. As also stated before, responsibility needs
to be a central goal and the management needs to commit to it. Interviewee F says that: “It
is very common that organization aims to be environmentally friendly... itis enrolled in the
strategy but there is no thinking of the fact how this strategy will be functionalized”. It is very
important that the higher management is committed to the subject otherwise it is almost
impossible to carry through these issues in real life, Interviewee F continues. Strategy
guidelines need to be made, employees need to be committed to it, there need to be enough

resources and enough employees otherwise the system will not work.

According to Interviewee A: “HUS’s vision is to act in a responsible way for the benefit of
everyone and this is, of course, the background thought”. This means that HUS values
responsibility. Two of the interviewees mention this. Also, higher management supports
responsibility. Their aim is to promote responsibility in general. HUS also has a
procurement strategy that includes a goal to be responsible. However, in HUS Logistics
there is also a responsibility program that is public and can be seen for example, in HUS’s
internet page. It has also been published for example, for employees of HUS, for different
customers, and for suppliers. In addition to, procurement strategy and responsibility
program HUS Logistics also has a guidance group that takes care of the monitoring of how
the procurement strategy is being realized. An important part of the strategy is responsibility.
In the year 2021 HUS’s guidance group wants to find out how the procurement strategy is
being realized, and also to measure and report responsibility. They want to show in which
part of the procurement responsibility is being realized and how it has been taken care of.

This will be done based on the tendering amounts.

Right now, HUS Logistic has a procurement strategy and separated strategy for different
categories. In different categories, HUS’s goals and industry goals are noticed. Throughout
this category managers can manage their responsibility in different parts of the procurement

life cycle. For example, in the tendering and contract phase. Responsibility plays a more
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important role in some categories than in others, which was noticed by three interviewees.
It depends on the situation. For example, according to Interviewee C in the primary health
care category, the most important product groups are lifted to strategic groups. In these
responsibility goals are noticed more carefully. Interviewee C also points out that HUS
Logistics wants to focus on those product groups throughout, whose influencing is possible.
Also, Kuisma (2015, 52) says that the most essential issues need to be found. In HUS
Logistics the most essential issues are the most important product groups. This also
influences how responsibility is being managed in different categories. HUS Logistics has
already also done some reporting related to responsibility. They promise to report
responsibility issues according to GRI standards yearly. Now, already three reports have

been published.

4.5. The significance of responsibility to HUS Logistics
The importance of responsibility for HUS Logistics was asked for few reasons. Firstly, the

researcher wanted to know if there is enough interest in the organization to develop the
subject. There existed different opinions about how important issue responsibility is for HUS
Logistics. Many interviewees said that it has high importance to the company but for
example, Interviewee B said that it does not have so huge importance. Interviewee E
continues that even though responsibility has high importance they are not prioritized.
Interviewee B justifies this opinion by saying: “the priority number one in HUS Logistics
procurement is getting through the tendering processes and abandoning of tendering debt”.
Because of the rush in tendering processes the deeper thinking regarding responsibility for
example environmental issues needs to be left less. However, he still underlines that the
easier responsibility parts, that are fast to implement, are taken care of very well in HUS
Logistics procurement. If these were not taken care of then it could result in reputational
damage.

Interviewee C, Interviewee D, and Interviewee E say that responsibility has high importance
for HUS Logistics. Interviewee A even says that HUS is a frontrunner in responsibility
compared to others on the industry. The reason for this is that HUS has a responsibility
program that can be an example for other industries too. In HUS one strategic aim is to
carry the responsibility for everyone’s benefit that is also approved by higher management.
Management in different categories of HUS Logistics has to promote responsibility

depending on their own category.
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When asked about how high priority responsibility should have in an organization,
Interviewee F says that it should have very high priority when responsibility acts as a value
in the organization. She continues that when a public organization wants to manage in a
responsible way then responsibility has to be one of the organization’s most important
values and the whole organization works throughout them. From there, values move to
different functions in the organization. Interviewee G continues that now responsibility has
much higher priority than before. The reasons for this are that environmental issues are
now on top of the skin and information flow has become much faster because everyone
everywhere can clarify what happens on the other side of the world. This leads to huge

pressure for the companies.

When asked about if societal responsibility is more important than environmental
responsibility or other way around Interviewee C says that for them it is more important to
focus on the product procurement in which it is possible to impact. One example of this
according to her is research gloves in which there was risk country production. In this, it
was important to focus on working conditions and social responsibility issues more than for
example on transports services that can be more important in other procurement. Also,
Interviewee D agrees that some part of the responsibility is not more important than other,
but it depends on the category and product group on which part of the responsibility should

be focused.

Interviewee F notes that the priority of the responsibility parts (environmental and social)
depends on what the organization does, about what is the core function of the organization.
She sees that in HUS Logistics social responsibility is the most central part of the
responsibility. The reason for this is that social responsibility is included not only on
functions but also on procurement that HUS Logistics does. Also, Interviewee E concurs
that social responsibility and the grey market are on a higher priority in responsibility than

for example environmental issues. However, both sides are taken into account.

4.6. Means for managing responsible procurement
From the interviewees, it was asked what kind of means they are using right now for

implementing responsibility. HUS Logistics has got many means for managing responsible
procurement and they are all listed in table 8 below. According to Interviewee A firstly,
everything starts from the aims that the company has made. She says that: “we have the
responsibility program that is the background for what we are aiming”. Also, Interviewee F

underlines the importance of aim setting. HUS Logistics also has got a responsibility group
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in which yearly plans are made and these are based on HUS’s environmental program. In
there, yearly aims are being specified, followed, and used tools are decided.

One central mean of managing responsible procurement is that both managers and
employees have enough training and knowledge for it. Therefore, interviewees were asked
if all parties have enough training for responsible procurement and where do they get this
knowledge from. Interviewee B explains that in the whole HUS there exists a group for
responsible procurement. Interviewees A and C are part of this group. The knowledge they
receive there will be transferred to other employees of HUS Logistics. Interviewee C tells
that another source of information for HUS Logistics has been sparring from Motiva and
Keino academy’s development group. However, participation in this training has been
voluntary, notes Interviewee A. Also, Interviewee D has seen the importance of Keino
academy’s training. He adds that information can also be received from the collaboration
with the Environmental center and their specialists. Likewise, the Environmental center can
receive knowledge from HUS Logistics, because of the collaboration. HUS Logistics has
also arranged their own training for categories and procurement specialists. This training
has happened in small groups and after that sparring together has happened. For example,
Interviewee B presents that one training was related to responsibility criteria and it was open
for all the employees of HUS Logistics. Also, monitoring market development actively and
seeking for new information by categories has been a source of information. However, it is
not enough that the personnel who do the tendering are informed, also, managers that guide
them need to have enough knowledge. According to Interviewees B and D managers do
not have enough knowledge yet. Interviewee D explains that managers have an important
role because the knowledge spreads forward from them. Unfortunately, right now it depends
a lot from the category, individual and employee’s own education how much they know

about responsibility issues.

In HUS Logistics one proper source of information is the development manager. For
example, Interviewee A guides and consults procurement specialists. Still, one source of
information that is used is a guide for responsible procurement in HUS’s intranet. It includes
product group cards that help personnel who do the tendering in forming calls for tenders.
Category managers work here is to advise personnel who do the tendering to go through
product group cards when responsibility is a central part of the tender. Still, one source of
information according to Interviewee A is HUS Logistics’ procurement bank that includes all

the materials and also operating instructions for responsible procurement.

Interviewee F proposes some ideas that managers could be trained for. According to her,

managers that are responsible for responsibility issues should receive training for every
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aspect of the responsibility. The organization could receive eco background function
training. These include knowledge of how to act in a responsible way, what are the functions
from which organization’s carbon and environmental footprint come. These need to be
understood. Also, it has to be understood how huge significance there is with procurement
and how it can be moved forward in a responsible way. The training is also needed for how
the responsibility is being controlled in the supply chain and how it is being controlled with
contract partners. The general responsibility management issues, responsible reporting,
and responsible for accounting (e.g., how the emissions are being noticed in budgets) are
needed in training. In short, training related to organizations core actions are needed.
Responsibility is cross-sectional in those actions. However, this training is not possible to

share in one training package.

HUS Logistics also uses networking as their mean for managing responsible procurement.
Both Interviewee A and C mention these. HUS Logistics is involved in Keino competence
center's special development group. Also, their specialists are involved in different
development groups. In there they receive more knowledge, means, and tools for their own
work. HUS Logistics has also been networked with other hospital districts in Finland and
also with Nordic hospital districts. Also, Interviewee A (development manager) has
participated in Nordic networks to keep her own knowledge on track and to also to know
the situation of other companies. When asked about proper means to manage responsible
procurement Interviewee F also points out networking. She says that it is very important to

collaborate with others and make use of networks.

Interviewee D underlines taking responsibility into account in every tendering as possible.
Interviewee B thinks that HUS Logistics’ only proper mean for managing responsible
procurement is the facts that have been written in the contract as criteria and possible KPI
metrics. Also, interviewee E mentions responsible criteria set into calls for tenders and in
contract conditions as a mean for responsible procurement. The criteria can be obligatory
related to responsibility. It has to be mentioned in the documents what facts need to be
fulfilled. He mentions subscriber liability as an example. The supplier needs to deliver
reports circa every 12 months, and they need to be in order. Another way to set the criteria
is to use scored requirements and throughout this supplier will be guided to act in a more
responsible way. The supplier that is the most responsible in a way that the company wants

it to be will get the most points and other ones a bit less.

Interviewee F mentions also some possible means for HUS Logistics to use. She thinks that
communication in the company plays a central role in managing. She also supports

measuring that will be properly discussed later in this thesis. Measuring how the company
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has been succeeded and informed about plays a central role too. Also, interviewee D points
out that reporting of results is a central mean. Interviewee F also points out a possible mean
of responsible procurement. That is to take advantage of the volumes of procurement.
Because public procurement has huge volumes it can guide their suppliers to act in a more
responsible way by buying from the more responsible suppliers. According to Interviewee
F municipalities and consortium of municipalities have 2/3 of Finnish public procurement.

This means that volumes are very huge.

Table 8. Means of responsible management in HUS Logistics and universal means

mentioned in the interviews

Responsibility program

Aim setting

Responsibility group

Training and knowledge

Knowledge sharing from managers

Sparring from Motiva

Keino academy's development group

Collaboration with environmental centre

Own training for categories and specialists
Monitoring of market development

Seeking for new information

Development manager's knowledge

Guide for responsible procurement (product group cards)
Procurement bank

Training related to organization's core actions (universal)
Networking

Development group

Criteria in the call for tenders and contracts
KPI-metrics

Suppliers deliver reports

Communication in the company (universal)
Measuring and reporting

Take advantage of volumes (universal)

Strategy (category strategies)

Interaction of different parties in development group
Code of Conduct

Strategy is a central part of procurement. Without strategy, it is impossible to manage

anything. Therefore, responsible procurement also needs its own strategy. It is also central
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that strategy is not only known by managers, but also other employees, who need to
internalize it. Therefore, it was asked from the interviewees who patrticipate in the making
of the responsible strategy. Interviewee A explains that HUS Logistics does not have the
responsibility strategy, but they have a responsibility program. In addition, they have
category strategies and procurement strategy. The responsibility program is coordinated by
HUS Logistics responsibility group. There are about 15 HUS logistics employees and one
person from the executive team involved in the group. They coordinate the responsibility
program and participate in the annual plan. Instead, in categories teams and managers
need to orient and express their opinion related to strategy work towards what their own
responsibility aims are. Interviewee E says: “In our team (category) everybody is involved
in the category strategy through the category work”. According to Interviewee B all the
categories should express their opinion more in their category strategies. No category can
say that responsibility is not part of their category. Interviewee A says that the manager’s
responsibility is also to take care of that the aims come true in their own category and to
guide procurement specialists with the help of Interviewee A. Proper strategy helps with
this. Interviewee B underlines that employee’s opinions need to be taken into account when

responsibility issues are being thought of in the strategy.

In HUS Logistics category strategies are an important part of managing responsible
procurement. Interviewees A, B, D, and F all mention these. Interviewee D notes that from
the category strategy a justification can be received for why in this specific product
responsibility is important. Interviewee B says that: “responsibility needs to be part of the
category strategy”. In category strategies, there are special aims for special categories.
These are being monitored and promoted by categories in different parts of the tender
process (eg. in tendering or contract phase). Through category strategies managers can
lead responsible procurement. Managers also guide personnel who do the tendering in

promoting responsible procurement.

A development group is one mean that could help to think about responsibility issues and
share everyone’s thoughts. It was asked from the interviewees if they have any
development group. Interviewee A presents that in HUS Logistics responsibility group
coordinates responsibility totality. However, there exists no separate development group in
HUS Logistics. HUS environmental center takes care of HUS’s environmental program.
From there HUS Logistics receives issues related to HUS logistics’ work and procurement.
However, this is a two-way action because an environmental program is being planned in
collaboration. HUS Logistics has discussed with the environmental center about aims and

they have registered them into the environmental program. Interviewee D adds that the
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development group is in reality the collaboration with the environmental center. Interviewee
A is involved with this and also some other people from HUS Logistics for example
managing director participates in these. However, this group is not open for everyone

because it is located inside HUS.

From interviewee A it was asked if using of a development group would be beneficial. She
points out the Keino academy development action that is made in collaboration with few
public organizations. There, organizations procurement is being developed. In development
action for example few municipalities will get together and Keino specialists will facilitate
those meetings. This is based on participants’ own projects and by checking these, the
development will be made. This kind of action has been seen as very beneficial in the case
when it offers concrete information and help for the action of participants and also concrete
means and advice about how to proceed in the situation are received. Interviewee F thinks
that this kind of sparring action is much better than higher-level seminar action. Seminar
action does not carry the action as much further as sparring. The development group could
work with 5-10 participants and the participants need to have a clear goal to where the
development group aims. They also need to have enough specialist help. Interviewee F
says: “Based on my experience this kind of action is beneficial”. Also, Keino-academy action
is beneficial when an organization’s strategy management is being developed. In there a
person from the management of the organization and a specialist participate from different
organizations. HUS has also patrticipated there in year 2020. There they started building
strategical management and how the procurement is being taken into account. The idea
was that this meeting is not only lecturing outside but organizations had their own
development task, and their development was based on interaction with Keino academy
specialists. Together with participants from HUS, their own development task was carried
further through interaction. This was seen as a great learning method. In this HUS’s
representatives also actively needed to work and not only receive information from Keino
academy. Also, Interviewee G thinks that Keino’s development group is very beneficial. She
thinks that benefits can be, for example, the fact that development does not need to be
made alone, hearing what others have done, liability can be done, and also that parties can

affect, on the market with bigger procurement volume.

One mean to use in responsible social management is the Code of conduct. Therefore, it
was asked from the interviews if they are aware of HUS Logistics’ CoC. HUS Logistics has
already made it, but it has been used only in few tenders. The interviewees did not know
fully what HUS Logistics code of conduct included. Many knew that there are the minimum

requirements of responsibility and that there are rights of working life and it is based on
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International labor organization’s definitions. Interviewee D said that the code of conduct is
important because it guarantees that supplier’s production is made in a socially responsible
way and employees are for example paid well. Interviewee F continues that the use of the
code of conduct would be clever in product groups that have very long supply chains for
example to the developing countries. Interviewee B also pointed out that these issues are
self-evident for suppliers, so they should not be focused on too much. Interviewee G noted
that a joint code of conduct of public procurement will be future. However, it is not that yet,

so the company’s own code of conduct needs to be focused on.

4.7. Benefits found from interviews
Benefits are an important reason that drives companies to work in a more responsible way.

Therefore, it was asked from the interviewees what kind of benefits the company will get
when acting responsibly. Many benefits came up in the interviews. These are all listed in
table 9 below. Interviewee B mentions a central benefit. He says that because HUS
Logistics promotes responsibility themes in a visible way this gives pressure for other
parties to also act in a more responsible way. This means that also if a supplier wants to be
a supplier of HUS Logistics, then the supplier needs to take responsibility issues into
account. Both Interviewee B and E mentioned the importance of these. This is also
something that HUS Logistics demands from their suppliers: to take into account and
develop responsibility. Interviewee B continues that this helps HUS Logistics the most when
the company is a trendsetter to others. Also, Interviewees A and D point out trendsetting to
others. Interviewee D continues that this also gives brand value to the company because
the company works in a responsible way. This can also be seen as a well-made reputation
to the company that was also mentioned by Interviewees E and F. Interviewee A also says
that it is also a benefit for HUS Logistics not only to be seen as a responsible actor but also
a good partner for the suppliers, customers, and owners. In this way, the company can also
get good and interesting offers and suppliers are interested in them. Also, Interviewee E
mentions these interested suppliers. It is very important to give a proper image that the

company experiences responsibility as an important aspect.

Interviewee C notes that a benefit is quality criteria, which is reflected from responsible
acting. Another benefit is that well-made visibility is risk management for the company too.
Interviewee G also notices this benefit and continues that this kind of work is action plans
and preparing for the future, for example, needs and legislation needs that can be overcome
in the near future. According to Interviewee C, another benefit is networking with others.

For example, more knowledge can be received from collaboration forums.
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Table 9. Benefits of responsible procurement in HUS Logistics and universal benefits
mentioned in interviews

Benefits of responsible procurement in HUS Logistics
HUS is responsible = pressure for others to be too
HUS is trendsetter = brand value 2 reputation
Others see HUS as good partner - better offers
Quality criteria

Well-made visibility = risk management

Networking = knowledge from collaboration forums
Everything is made in responsible way (ecological values)
Human rights are not tread down

Acting according to legislation

Customer satisfaction (universal)

Better quality of service (universal)

Cost benefits (universal)

Environmental and societal benefits (universal)

Interviewee D explains that because the company is a public company it is a benefit that
everything is made in a responsible way and also by taking into account ecological values.
One benefit is also that for example, human rights in subcontracting are not tread down.
Also, Interviewee A mentions human rights as a benefit. Instead, Interviewee E mentions

acting according to legislation and responsibility as a benefit.

Interviewee F presents some benefits that can be received from acting in a responsible way.
She sees customer satisfaction as a benefit of responsible acting/management. She thinks
that acting responsibly can be seen as better quality of service that is made in the public
organization. This also gives organization a possibility to communicate about their
responsibility. This can be tempting to customers too because this fulfills their wishes and
aims. Interviewee F notes that one benefit can also be a cost benefit. The responsibly made
product can be more effective by its costs when life cycle is thought or at least competitive
by its costs. In addition to these benefits Interviewee F points out externalities. She means

environmental benefits and social benefits that may be harder to measure in euros.

4.8. Challenges found from interviews
The interviewees were asked what kind of disadvantages or challenges the company will

face when acting responsibly. As can be assumed, some challenges were found related to
managing responsibility in HUS Logistics. However, almost all the interviewees said straight

that they think that there are no disadvantages of managing in a responsible way. The rest
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did not comment on this question at all. Interviewee B also pointed out that he has not
heard about any huge challenges related to this subject. All the challenges found from HUS

Logistics are listed in table 10 below.

Interviewee C represents a central challenge. That is to implement responsibility aims in
tendering. If it is not totally clear in which tendering processes and product groups
responsibility goals can be used this can be a big challenge. Interviewee A continues that
knowledge is needed for tendering and understanding the market. Knowledge and
experience needed were also some worries of Interviewee E. Interview C adds the lack of
well-made market dialogue and analyses to the list of worries. Market dialogue and analysis
are needed so that requirements that are not suitable for certain tendering are not set. If
these are not done properly, offers may not be received, only too few offers are received or
even market law needs to be met, which are all quite big challenges. Interviewee E also
adds that a problem related to this is that such criteria are set that enough offers are not
received. He says that this can lead to higher prices since the supplier sees the problem

that many suppliers cannot fulfill the criteria and they raise prices.

Also, a challenge related to the previous one is that markets are not ready for responsible
devices and services requested from HUS Logistics. Interviewee C says: “If we are too
ambitious and we are trying to achieve a lot in a short time, it can backfire so that the
procurement is not working as it was thought”. The result of it is that the criteria need to
loosen up or the prices may be much higher. Also, Interviewee G points out this common
barrier. She says that many organizations have very high aims, but these are not in line with
the volume of action or resources. Still, one quite similar barrier can be that the personnel
who do the tendering do not know what can be requested, how it can be requested, and

what would be good to request. This idea was mentioned by Interviewee E.

Interviewees D and E have noticed another problem: time. For example, Interviewee D
explains that market dialogue takes more time when responsibility criteria and requirements
are involved. Interviewee E adds that it may be more important to get through the tendering
and tie the contract. Interviewees D and E are also worried about the rising prices of
responsible-made products and services. Interviewee E says that: “responsibility criteria
can raise the price of the service so much that people are not ready to pay for responsibility
anymore”. Interviewee D adds that it can result in more expensive prices if responsibility is
invested. However, he continues that researchers from Netherlands and Sweden have not
seen the effect on bid prices. In addition, Interviewee F noted that the situation is another
way around that cost savings can be received from responsible products that is totally the

opposite situation.
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Table 10. Challenges in HUS Logistics and universal challenges mentioned in the
interviews

Challenges of responsible procurement in HUS Logistics
Implementing of responsible aims = not enough knowledge

Lack of well-made market dialogue

No suitable criteria, not enough offers, need for market law

Too hard criteria = higher prices (products seen more expensive)
Markets not ready = criteria needs to be loosen up

High aims = not inline with actions and resources

Tenderer does not know what and how can be requested

Time = longer market dialogue, longer tender process

Hardness of auditing subcontractors

Transparency = challenge of measuring and verification (universal)
Suppliers and subcontractors may not act in a responsible way (universal)
Hardness of supplier and monitoring and auditing subcontractors
Green washing = actions should not only look good (universal)
Supplier does not understand the criteria

Supplier lies about a responsible system that they have

Supplier won because they tickled yes

Interviewee F mentions common challenges that public organizations can face when acting
/managing in a responsible way. One challenge is transparency. How does the organization
show others that they act in a responsible way? The challenge lies in measuring and
verification. It is quite hard to trace transparency in the long supply chains where many
actors exist. The same kind of idea was also presented by Interviewee E. A challenge can
also be in sub-contractor actions. Interviewee F comments on an important point: “It
(responsibility) is not only about this organization itself”. It is about for example suppliers
and subcontractors too that need to act in a responsible way. Interviewee E also points out
that monitoring suppliers during the contract phase may be hard. Even harder is to audit
subcontractors. Interviewee F still notes a third challenge: greenwashing. The company
should not focus on the responsibility issues that only look good. They also need to influence

and be responsible.

One huge challenge can also lie in responsible supplier selection. The supplier may not
understand the criteria set by HUS Logistics. Therefore, it was asked straight from the
interviewees. Interviewee C notes that in principle there have not been challenges that
suppliers do not understand criteria. Instead, Interviewee A disagrees by saying that there
have been some challenges related to this subject. This can be seen in that there are many
guestions for HUS Logistics in the questions and answers phase. This phase helps both

parties to understand what is requested. Interviewee B points out that there is a big risk that
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suppliers can understand wrongly or on purpose understand wrongly. Another challenge
can be that the supplier only starts to build the issue that they said they already had when
the contract was tied. Interviewee E notes that in the worst case the supplier has agreed
that they have a certain issue but if nobody has monitored it during the contract phase and
looked if the criteria have been followed in real-life then it can be that the supplier did not
even understand the criteria at the first phase. In this situation, the supplier has won the
competition only because they have replied yes to the question in calls for tender. According
to Interviewee F, the criteria should be explained to suppliers better so that more offers will

be received and to overcome the challenge.

4.9. The development
Next, some issues that could be developed in HUS Logistics are discussed. It was asked

from the interviewees how much time they are ready to use in implementing responsibility.
Unfortunately, according to Interviewee B responsibility is not right now priority number one
because there exists unmade tendering. The procurement categories should engage in
responsibility issues more. According to Interviewee C, this goes periodically. Sometimes it
needs more time than other times. Always, when the current responsibility issue comes
then the personnel who do the tendering should take time for it. She continues that when
the purchase’s strategic aim is responsibility then the personnel who do the tendering
should give it enough of their work time. The time needed depends on the product group
and work task. Interviewee C says: “it (responsibility) should have been given time when it
is an important issue”. Interviewee A continues that there is no percentage for how much
time should be used for responsibility. Also, other interviewees could not provide any
percentage for that. Interviewee A continues that in some cases responsibility does not
have such a central role and then the time is used less. According to her, it should be a
normal quality issue in procurement, and it always needs to be taken into account as many

other issues are taken into account.

Interviewee D notes that in an ideal world responsibility should have put more time. This
subject is part of everyone’s work but especially part of category managers, procurement
specialists, and procurement jurist’'s work. This was said by Interviewee D. Interviewee A
agrees that responsibility is part of everyone’s work but continues that it is not an opinion

question to focus on it. She says: “It is part of the job description. Interested or not”.

Interviewee E thinks that they have a good grip on responsibility and responsibility issues

in their service team. Everyone experiences it as an important issue that should be lifted.
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Everyone can and wants to participate in work like this. Just like Interviewee B also
Interviewee E thinks that because of the work situation this subject is left to less attention
and time. It may be that because of the rush these issues are not even thought about in
e.g., calls for tenders. Also, Interviewee F points out the responsibility issues left out in the

work because of rush.

According to Interviewee F, a relatively large amount of work should be put into managing/
implementing responsibility issues. This time needs to be used in finding out the market
situation, clarifying what is possible to do, making market analysis, and finding out best
practice cases. A lot of time and resources also need to be put on this phase even though

there is rush in other phases.

4.10. Measuring and reporting ideas found from interviews
Right now, HUS Logistics does not have a proper way to monitor which responsibility criteria

have been used in calls for tenders and how many of them are used. Therefore,
interviewees were asked in which way responsibility should be monitored in HUS Logistics.
In this subject, the most valuable responses come from Interviewee B because his work
relates very closely to measuring different aspects (also responsibility) in HUS Logistics.
Also, HUS’s management needs to know more about responsibility issues, so therefore

measuring, and reporting are very important.

Interviewee B agrees that there exists a problem with monitoring and measuring aspects.
He even says that the reporting is quite on level 0. Interviewee A continues that their tools
related to monitoring are miserable. Responsibility issues are normally qualitative and not
measured with numbers. HUS Logistics needs a procurement tool in which the responsibility
issues could be recorded by the rapporteur and also earlier examples about how these
subjects were done are needed. This way routine can be reached, and the data will be more

validate.

Right now, one problem is that someone needs to collect the responsibility criteria manually
that the researcher has also done, and it takes a lot of work time. Also, Interviewee A and
B agree that going through so many documents takes too much work time. However,
Interviewee A still suggests that the manual system is suitable if there is some person who
has got that working time to collect all the necessary things for example every 6 months.

After the gathering, these should be sent to tenderers to check.

Interviewee C notes that the measuring depends on the aims of it, where the reporting is

utilized, and also that the system cannot be too difficult. She thinks that Power-bi could be
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a suitable base for this because it can help employees who use it to deal with the data. Also,
Interviewee D supports for Power-bi because also other monitoring is tried to be putin there.
Interviewee C continues that it could be measured which are the most significant and

impressive procurement related to responsibility. These could be measured separately.

Interviewee B says: “Excel table is not the best way but it is, unfortunately, the only one that
we can use for measuring”. Interviewee A continues that this excel is a tender calendar that
includes a contract monitoring sheet in which it needs to be ticked if there are social or
environmental criteria in the tender. However, there are some problems with this calendar.
It is fulfilled satisfying and there can only be a summary. For example, there cannot be a
description of what kind of environmental criteria are used. Interviewee B says that a
gualitative tool is needed for monitoring and reporting but right now it would take too much
working time when the excels need to be coded so that is why HUS Logistic sticks with
ticking yes or no answers. Instead, Interviewee A suggests that procurement calendar could
be used. However, she says that anything extra should not be made because this may
cause a risk that it is filled up only partly which can cause a huge amount of work to resolve
the situation about which things are missing. Interviewee F suggests that the same kind of
system as the tender calendar could be used when publishing a call for tender. It could be
ticked off if environmental criteria are used but also adding which criteria are used. Also, if
the tender does not include any criteria that are also ticked and an argument why it is not
used. For example, if the product group’s criteria are not known for some reason this can
be an argument. This kind of monitoring system could be added with tendering
documentation that is anyway made. It could also be linked to the database or system that
HUS Logistics uses for tendering and calls for tenders. However, as many other
interviewees pointed out also Interviewee F underlines that this system should not take too

much time from the employees.

Interviewee F suggests that Teams could be used for measuring and monitoring. For
example, Espoo city has taken a system located in teams for use. They have their own
Teams folder for every procurement and every documentation can be seen there. However,
Interviewee F notes that because HUS has so huge volumes and repeated amounts the
answer for how the measuring system should be done can be found inside the company

because there is the knowledge of how the totality and documentation work in the company.

Interviewee F says. “I would think more about contract monitoring than calls for tender
monitoring”. Also, Interviewee G points out the same issue. It is essential to see how the
criteria set is realized in everyday making when the contract is held. The criteria should be

as a contract term and it should be monitored and throughout it produce information on the



75

effectiveness of procurement. Interviewee F continues that it needs to be seen if the supplier
was chosen who really follows the environmental and/or criteria. According to Interviewee
F criteria set in the call for tenders do not guarantee that a supplier that is chosen fulfills the
criteria except if they are minimum requirements. Interviewee G agrees on this. She says
that if the requirement is scored then the victor supplier may not fulfill the requirement and
it can also be hard to monitor it. Interviewee F says that this is one reason why contract
monitoring should be developed. Also, the significance that the requirements have towards
the environment and society should be measured. It can be measured what happened
throughout certain criteria in the environment. The effects can be for example energy

efficiency, smaller emission amount, or smaller amount of waste.

Interviewee G agrees that in general already existing information systems should be utilized
and the company should not create something totally different. Some companies have used,
for example, calls for tender and contract possession systems such as Cloudia. They
connect the use of criteria and criteria requests monitoring in the contract request block.
Interviewee G says: “Definitely everything such as this is worth connecting to existing
(systems) that are used”. She underlines that in any situation no new measuring system
should be created and instead it needs to be part of the procurement control system. Also,
possibilities need to be researched and clarify what it requires to use the measuring system.
For example, does it require an ICT-development project, and how much it needs
appropriation.

4.10.1. Proper measuring system
From the interviewees, it was asked what proper measuring system according to you

includes. According to Interviewee D right now HUS Logistics is measuring what
responsibility issues are taken into account in tendering in general. However, Interviewee
D says that measuring could go further and could be done on a criteria level for example,
by measuring who follows HUS Logistics Code of Conduct and in which tendering the
criteria is used. Interviewee C also pointed out the same kind of idea by saying that the
measuring system could be divided into categories and sub-categories. Interviewee F
proposes a bit different idea. She does not think only the criteria in calls for tenders. Instead,
she provides a three sub-area model. Firstly, it needs to be measured what is being
procured and how these are taken into account in the procuring phase. Secondly, different
criteria in calls for tenders and contracts need to be measured and clarified how they are
realized. Finally measuring the responsibility achievements needs to be made. Interviewee

C underlines the importance of achievements. For example, forerunner issues, aims and
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achievements regarding responsibility forerunner issues need to be found. However, this
three-step measuring may be hard to develop notes Interviewee F. Interviewee A also
points out that achievements of responsibility in HUS Logistics are measured in accordance
with GRI-standard. This is being reported in the environmental report. Instead, Interviewee
E thinks that HUS Logistics is not systematically monitoring responsibility effectiveness and
what has been achieved. However, the service category managed by Interviewee E has got
some information about transportation for example if fuel has been changed to diesel.
Instead, Interviewee C thinks that some achievements are being measured, for example,

receiving an auditing report from a supplier was one achievement.

Interviewee A takes a bit different point of view to the subject. She notes that issues that
need to be reported in the responsibility report need to be measured. The managers need
to know how many calls for tenders have been published. There have to be different levels.
There needs to be a higher level in which it is told how many calls for tenders existed, what
is the summed annual value, how many percent had responsibility criteria, and how much
was the annual value of responsibility criteria. In the second level, it needs to be find out
how many responsibility criteria were in the calls for tenders, how the criteria were divided
in social and environmental responsibility, in which tender there were environmental criteria
and in which social criteria. There should not be every second requirement but somehow
bundled requirements. It also needs to clarify how these requirements are divided inside
them. In the ideal world, all these levels can be reachable. However, for outside reporting,
the highest level is the minimum level. For the company development, a detailed level is
important because it carries the company forward. It can be, for example, seen how different
criteria emphasize in different categories. It can be seen that some criteria are used much
more often in one category than another. It can be that there is more knowledge and interest
towards responsibility, and it can also be seen in results. For this kind of analysis detailed

information is needed.

Interviewee B thinks that a new measuring table needs to first be done by 50 people and
they need to commit to fulfilling it. After that, the firm has 6 months or one year of data and
after that one step further can be taken. It is not desirable to take too big steps because it
turns against yourself. It can lead to the fact that only a few results are received and only
from the ones that are interested in responsibility. Also, Interviewee G agrees with
Interviewee B that everything should not be developed at once. Instead, a progress
roadmap should be made. It includes the facts that should be done in the first phase and
what should be done after that. It also includes knowledge about what information should

be had so that HUS Logistics can proceed to the next level. Also, Interviewee A notes that
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the next step needs to be done before the dream about a good measurement system will
become true.

Interviewees also pointed out some responsibility areas that could be measured. Firstly,
employing through procurement is being noticed by interviewee D who thinks that it should
be measured. It can be measured through volume-intensive contracts by employing long-
term unemployed people and set-asides. Here, a person’s employment years can be
measured. Secondly, Interviewee D also says that a good measuring system contains
carbon neutrality issues for example how the pollution is measured. It measures facts such
as can HUS Logistics reduce pollution through the contracts. Thirdly, Interviewee E
proposes that transport could be measured. For example, when samples move from a
hospital to a laboratory it is good to know what kind of emission they create during the day.
It may be possible to find out vehicle-specific or route-specific emission and consumption.
However, it needs to be thought about how much effort should be put into this measuring

because transport is not HUS’s core function.

Interviewee E proposes also, another important point. This is if responsibility is set as
obligatory criteria or not. For example, has the winner of the tender got a full score? It can
also be thought how many points the supplier gets relative to others related to responsibility.
For example, in transport tender if the emission of the supplier is over xx then they will get
ten points of it and if itis under xx then they will get 5 points and so on. Theniit is interesting
to see if the winner has got full points, five points or 0 points. Interviewee B continues that
a good measuring system does not only contain responsibility issues but also other
variables that are related to the specific procurement. Also, the criteria used need to be well
defined so that everyone can understand them in the same way. If that is done informally
the measuring does not give the right results, mentions Interviewee E. Interviewee B also
says that even though employees are bored with reporting responsibility no unnecessary

issues are registered. This means that nothing useless is measured and reported.

4.10.2. Meter accuracy
From the interviewees, it was asked how exact knowledge the measuring system should

contain for example every criterion, one by one, the most important one by one, or
combined. Many different responses were received to this question. Interviewee B says that
criteria should be gathered from many angles. The criteria should be seen one by one or
as the most important criteria. From these, the overall picture can be seen. After that single
cases can be looked at and the most important criteria separately. After that HUS Logistics

can see these issues case by case. However, he notes that in the long run responsibility
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issues need a procurement management tool. Here, responsibility is one process in the
whole procurement process. Throughout this people can be forced to express their opinion
on certain issues for instance in responsibility issues. Interviewee B also underlines that
responsibility should not be an obligatory final registration. However, it should go along
through the whole process. These issues should be noticed during the whole lifecycle of the
procurement. Interviewee C disagrees with this. She says that responsibility reporting is a
final summary of what has been achieved and which responsibility criteria are used. Even
though this summary can be very effective it can also feel challenging for personnel who do
the tendering. However, it could be a final summary about the whole tender including
responsibility just like a tick in the tender calendar. Besides this, she also states that from
the tender calendar’s contract sheet such responsibility issues that could be gone through
in the categories could be checked. Instead, the tendering sheet focuses more on what is
happening right now. Right now, responsibility issues are the responsibility of an individual,

and nothing forces to it, which can be seen as a challenge.

Interviewee C presents logically that environmental and social responsibility needs to be
separated in measuring and reporting. Also, few of the needed levels that are requested
need to be separated. She also thinks that totality and different levels could be measured.
Interviewee A presents that the criteria need to be somehow gathered. There should be
some kind of combining of criteria and not 50 different criteria that do not form any totality.
She says: “Itis hard to see what that totality is.” The criteria should be researched and think
about which subjects connect and in which totality is formed. It needs analysis of the whole
data. Interviewee F underlines that the measuring system should include the most
significant criteria. It is not clever to monitor criteria that do not have any significance. For
example, if the supplier needs to present an environmental system or they need to present
how environmental issues are under control this does not actually mean anything, it does
not lead to anything or it does not have any effect. Asking a statement that does not affect
anything is totally different to asking for example, energy-efficient level criteria. Those
criteria that really have significance need to be found. For example, those that reduce
environmental impact. The measuring system has to include information about procurement
that is determined, comprehensive, and truly effective. Instead, Interviewee G says that the
measuring system depends a lot on the responsibility goals, the timeframe set, and how
different the criteria are compared to others, and can they even be combined. However, it
is not clever to combine carbon awareness with employment awareness criteria. The
responsibility goals and effects need to be kept separately. It has to be seen against which

goal progress has been made.
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Interviewee D points out again the category strategies. Categories set their responsibility
aims and they can be different from one category to another. Also, measures and monitoring
can be category specific. In some categories, ecology is highlighted and in another social
responsibility and they should have different measures. Because of the huge spend, it can
be quite hard to put generic measures related to responsibility issues. Interviewee E also
thinks that in the categories employees could go deeper into responsibility criteria and build
up their own measures or at least develop measures and reporting. Criteria put into

monitoring tables can form too massive.

Interviewee E thinks that with the existing tender and procurement calendar and their
contract sheet it is not possible to mark on a very exact level. However, he thinks that there
should be a classification for example that environmental responsibility is taken into account
by requesting a certificate. The certificate can be any certificate, but it has to take into
account environmental responsibility, or it is taken into account by requesting
environmentally responsible actions into for example, emissions. He also thinks that criteria
should be measured on a higher level so that it is not too difficult for the employees. He
hopes that better systems than excels will come in the future. It cannot take too much
working time, it has to be concrete, easy, and include few criteria. It is hard for him to outline
it but it should provide a directive picture of the fact that responsibility issues are taken into
account. The system can be as Interviewee E says: “On-off which is also all right but behind
it needs to somehow be what this really means and what is counted as responsibility”.

Unfortunately, it depends on the marker how they have interpreted the responsibility issue.

4.10.3. Possible systems for measuring
From the interviewees, it was asked if HILMA database could be a beneficial system for

measuring. Interviewee A says that she hopes for HILMA-portal and Cloudia-portal to help
in the measuring dilemma that the company has. These portals could report issues such as
responsibility separately when the call for tender is being published. This is automation.
Instead, Interviewee F says that HILMA could be useful if it could be ticked there if
environmental issues are taken into account. There also could be artificial intelligence
system-based analytics that could read from the calls for tenders or contracts, mostly from
the contracts texts, and find out keywords on a national level. These keywords can be, for
example, abandoning PVC or use of code of conduct. Interviewee G continues that right
now HILMA is under a massive development related to this artificial intelligence. It makes it

possible to utilize all the knowledge of public procurement in a very different way during the
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upcoming years. Therefore, HILMA could be a very useful tool. Interviewee G notes that
also, procurement directors can be a part of this development.

Interviewee F notes that it could help if HILMA could keep the tenderer up-to-date about the
latest information that are related to a certain product group. These issues are in HILMA
linked on CPV-codes. HILMA could bring the central responsibility knowledge linked with
CPV-codes if there already exists it in the particular product group. It could also bring
legislative aspects that need to be taken into account. HILMA could also note if there exists
an eco-label for this specific product group. It could note that this eco-label exists and if it is
taken into account. This guidance could be linked to HILMA-database. All in all, there exists

lots of possibilities in the HILMA-database.

4.10.4. Criteria measured
In HUS Logistics quite many responsibility criteria are used. All the criteria used are listed

in table 11 and 12 below. However, criteria used in different categories were also asked
from the interviewees. According to Interviewee C in social responsibility code of conduct
has been found to be a good criteria. However, it was requested only in two tenders.
Instead, in environmental responsibility PVC-freedom, limiting the use of chemicals and
eco-certificates have been found to be important to request. Interviewee C continues that
sometimes also sanctions and reporting liability can be used. However, sanctions are not
the first choice to use. Also, Interviewee A mentions PVC-freedom as an important criterion.
She also tells that eco-labels are used in those product groups in which they are available.

For example, in detergent.

Table 11. Societal criteria used in HUS Logistics

Societal criteria used in HUS Logistics

The supplier is committed to HUS's code of conduct

The supplier complies with ILO's

requirements

The supplier provides clarification regarding responsibility of
hair used in wigs

The supplier acts in a responsible and ethical way

The supplier needs to offer clarification about supply chain

The buyer has a possibility to audit supplier before buying
Factory is audited about social and environmental responsibility
Social responsibility: The factory does not use recruitment payment
The supplier offers clarification of their social responsibility

The supplier uploads CSR clarification

Products need to be traceable

The supplier opens the whole production chain for the buyer
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According to Interviewee A, the criteria used depends on the procurement made and also
on the product category. It needs to be clarified which procurement and responsibility issues
are the most important for certain categories. She notes that normally societal criteria are
set as obligatory criteria for example code of conduct. This means that the supplier needs
to fulfill these criteria so that they can be chosen for the contract. Interviewee A says that
the requested issues are trying to be developed in collaboration with suppliers during the
contract phase. Also, if some criteria are requested for the first time the level of the criteria

can be a bit lower and it is raised for the next tendering.

Interviewee E presents that in their service category some emission limits can be required.
For example, the use of renewable diesel can be requested or if some other power source
is used then emission levels need to be presented. Instead, Interviewee F presents some
criteria that could be used in HUS Logistics. She underlines the importance of eco-labels.
Either they should be requested or at least, some criteria of the eco-label should be
requested. The advantage of eco-labels is that they do not limit suppliers available too
much. According to Interviewee F eco-labels are designed in a way that many suppliers can
fulfill their needs. She says: “If we start doing something with extremely specific own
requirements then we need to be very assured that in the markets there exist actors that
can fulfill the requirements”. For this reason, market dialogue is needed. Interviewee F also
recommends carbon neutrality calculation for HUS Logistics. However, If the company
wants to use this some kind of calculation form is needed and it needs to be based on
something, for example on, some standard. The reason for this is that the suppliers need
to be treated in the same way. The carbon neutrality needs to be determined fair and in a
way that all the suppliers can show it in their actions. Carbon neutrality can also mean
different issues for different people, for example some want to aim at energy efficiency class
A, and some want to have the lowest emission level. There needs to be proof from third-
party considering carbon neutrality. Interviewee F also promotes bonuses instead of
sanctions. Suppliers can receive bonuses for example from reaching the lower emission
level. Instead, sanctions can be used if the aimed level that was made in collaboration are

not reached.



82

Table 12. Environmental criteria used in HUS Logistics

Environmental criteria used in HUS Logistics

Abandoning of PVC

The proveided choice is more ecological than PVC

PVC products can be made of recycled PVC

PVC products have PVC recycling mark

The supplier needs to comply with PVC environmental regulations

How much PVC waste does the product produce

The package need to be made of recyclable materials

The meter can be used at least 6 months with same battery

There are no chemicals in the product that are dangerous for environment
The supplier provides a description of their detegent (fulfill eco-criteria and marks).
There is a clarification that the vehicle fulfills EURO 6 emission requirements
The drivers have attended economical driving style course

A system considering CO2 emissions and fuel consumption is requested
The environmental issues noticed e.g., transportation are connected

The supplier provides clarification how the package material should be destroyed
Old tires are sent to recycling

The product is not hazardous waste

How much does the product produce hazardous waste

Supplier has Nordic ecomark (Joutsenmerkki)

Supplier has EU-ecomark

The product needs to fulfill type 1 environmental mark

Supplier provides clarification of responsibility and recycling guides
Employees know how to clean in environmentally friendly way

The product does not include latex

Alternative motive power such as full electricity is used

The supplier has got ISO 14001-environmental certificate

The energy consumption needs to reported

The product is ecological: The product is not wasted

Supplier action causes less damage for the environment

The supplier provides description of their environmental program

5. Results

5.1. Means
Many different means were found from both theory and interviews. There also existed many

more similarities that were first thought. At first, the huge importance of strategy was pointed
out in both literature and HUS Logistics. 4 interviewees out of 7 mentioned it. Strategy plays
an important role because in it, current situation and aims related to responsible
procurement are found out (Keino, 2020). Strategy is also a mean for reaching goals
(Kuisma, 2015, 66). In HUS Logistics it also gives information about the fact why

responsibility is important in certain procurement. They have special aims for special
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categories. This can be seen as a good issue because stricter strategies can be made than
in the situation when the strategies are done for all the categories. Organization also needs
to have enough resources and staff for implementing responsible procurement
(Valtiovarainministerid, 2020a). HUS Logistics definitely has enough resources since they
have had time and money for participating in different training, sparring and they also have
enough employees to take care of these issues. Also, as presented in the literature top
management plays an important role in implementing sustainability and transferring the
knowledge to employees (Székely & Knirsch, 2005), these also should be remembered in
HUS Logistics when implementing strategy. These were few reasons why strategy plays an
important role in responsible public procurement. However, when implementing strategy
HUS Logistics employees (e.g., procurement specialists) could participate more in planning
responsible purchasing (Alhola & Koljonen, 2017). Throughout this, employees could be

more committed to the strategy.

Some other similarities considering means of responsible public procurement were found
between theory and the empirical part of the work. A mean presented by Székely and
Knirsch (2005) is to look at the tendering process. Here, environmental and social criteria
are set for the suppliers. These can be obligatory or scored criteria. Both ways are used in
HUS Logistics and it depends on the situation which one is the better option. Sometimes it
can be clearer to give, for example, 10 points for the supplier that fulfills the criteria best.
Another joint mean found was a collaboration between authorities (Walker & Brammer,
2009). As discussed, HUS Logistics collaborates for example, with the Environmental
center and Keino academy. These hand over more knowledge to parties and that is the
reason why it is important that the company already collaborates. From here, we can easily
move to another joint mean which is the use of Keino academy knowledge and their help to
implement, for example, innovative procurement and measuring (Valtiovarainministerio,
2020b). HUS Logistics employees have already participated in Keino development group
sessions. This has helped them a lot because of new information received and because of
the need to self-think about these issues and not only receive the information straightly from
someone. Therefore, it is clever for HUS Logistics to continue this kind of work since it has

definitely been beneficial.

Also, ecolabeling has been seen as a good mean (OECD, 1997). HUS Logistics already
uses some ecolabels such as ISO 14001 environmental certificate. This is a good mean to
use as such but the problem here is that these certificates cost money so it can be hard for
smaller suppliers to buy them. Instead, from the interviews it was found that asking for a

certificate can be beneficial but also accepting of other means of proof should be also all
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right. In this way, the problem with costs can be solved. Still one mean was the use of
contextual training. This is needed so that employees have enough knowledge. (Zhu et al.,
2013). As stated earlier, HUS Logistics has had training with Keino academy and Motiva,
but they have also had training in small groups that has also been seen as very beneficial.
Training is also needed especially for development managers since they transfer the
knowledge forward to category managers and procurement specialists. The fact that the
development manager (Interviewee A) has participated in, for example, Nordic countries
networks tells that the company has thought about how to receive the best information
properly. One usable mean that was also found in both theory and empirical part was the
use of Code of conduct. HUS Logistics has already made CoC so now proper
implementation of it is needed. In the year 2019 CoC was only requested in 2 calls for
tenders, and it should be requested in many other calls for tenders since the issues inside
it are important values for HUS Logistics. Even though implementation is quite hard (Mamic,
2005) it is clever to implement it also because of the many social benefits that it provides.
It, for example, directs supplier's employees and provides reputational benefits (Erwin,
2010).

However, there existed many other means for managing responsible public procurement
that have been found in the theory but not in HUS Logistics. Firstly, the leadership as such
(Székely & Knirsch, 2005) came up into thinking. According to Székely and Knirsch (2005),
management needs to make sure that all their subordinates and also management are
committed to responsible acting. Based on the interviews it can be said that responsibility
issues are not always a central part of procurement in HUS Logistics because sometimes
the rush passes it. However, some conflict was seen between the results. For example,
Interviewee A noted that responsibility is part of everyone’s work even though they are not
interested in it. Instead, Interviewee B says that it depends on the employee and mostly on
their own interest towards responsibility issues how much they have knowledge about
responsible procurement. However, Interviewee A has the most knowledge related to this
subject as she works between these issues daily and Interviewee B, mostly between
measuring. Still, responsibility should be a central part of the company, so the management
really needs to make sure that everyone is committed to it. Another central mean that came
up, in theory, is training for the of understanding the legislation. The legislation should not
be seen as bureaucratic. Legislation language can be hard to understand so therefore,
training is needed. (Zhu et al., 2013). Also, because in public procurement there are many
issues such as calls for tenders that need to follow legislation, also other law language

training is needed, and it is seldom unnecessary.
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Often supply chains start from developing countries. Therefore, knowledge sharing also to
those countries is vital (Zhu et al., 2013). For example, training programs can help. (Kreuzer
etal., 2006). Since HUS is a huge consortium of municipalities it would have money to send
few people to developing countries to check for example, how the research gloves are
produced, and which materials are used, and also in which conditions the employees work.
There should not be any child labor or other social abuse. The huge size of the company
also gives another mean. Because of the size, the company can push their suppliers to
work in a more responsible way and produce more ecological products and services since
it has so large volumes to buy. One mean that also could be used is to encourage personnel
who do the tendering to use new technologies in the tender process (Bernal et al., 2019).
The personnel who do the tendering could also use Power Bi- tables for registering the
responsible criteria used in the tender. Also, other systems such as artificial intelligence

could be used but this costs money for the company and that can be a deal breaker.

As social issues are as important as environmental ones, implementing an employment
speed-up program could be very useful in HUS Logistics. This prevents human rights
violations (Valtiovarainministeri6, 2020a) and produces workplaces for people. Another
quite powerful mean presented in the theoretical part of the work is also supplier selection.
Environmental criteria can be put in the specification phase and final phase (The European
Commission, 2004). It is important that stages are being monitored so that the supplier
really fulfills the criteria. Supplier selection is a very central part of public procurement
because everything needs to be made according to legislation. One central mean was also
measuring. It can give, for example, competitive advantage, customer value, and reduced
costs. (Cousins et al., 2008, 66). This measuring will be properly discussed later in this

results chapter.

In the empirical part of the thesis, some good new means for managing responsible public
procurement were found. One mean was to have a guide in HUS’s intranet for responsible
procurement. From there, personnel who do the tendering can find product group cards that
help them with calls for tenders. This system helps the personnel who do the tendering to
quickly check the information and also educate themselves. In the strategy part, aim setting
was discussed. However, HUS Logistics has also a responsibility program where the aims
are discussed. This also helps the personnel who do the tendering to check aims easily
(they are reachable) and everyone can see them in the same way when they are on a
written paper and not only in the heads of management. HUS Logistics also promotes and

monitors their aims. Both of them are important means since through promoting, aims will
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come in contact with personnel who do the tendering and through monitoring, it will be
checked if aims are being followed.

One important mean that HUS Logistics uses is that they demand reports from suppliers.
Through these reports, the company can validate that suppliers are following the
environmental or/and social criteria requested from them. Also, reporting of results helps to
see if the criteria are being followed. Also, reporting will be properly discussed later in the
result chapter. Monitoring of markets and information seeking were found as means of HUS
Logistics. When markets are monitored it can be seen in which direction other companies
are moving related to responsibility. Also, new ideas can be received. In addition to, market
monitoring, thinking about other people’s opinions is clever. In HUS Logistics different
categories need to express their opinions about procurement, that is also one mean to
manage responsible procurement. Categories are small enough groups to discuss these

issues because it is hard to express opinions in too large groups.

5.2. Benefits and drivers
Benefits and drivers play a central role in adopting environmental and social practices. If

there would be no benefits or drivers there would be no reason to spend money on
responsibility. Next benefits and drivers found in the literature and empirical part of this work

will be discussed.

Quite many similarities were found between the literature and the empirical part of the work.
One benefit that was found is the effect on reputation (Hoejmose et al., 2014). Through
good reputation, it is possible to receive better suppliers that are more aware of
responsibility regarding their own production of goods. Secondly, as stated by Zhu et al.,
(2013) legislative requirements are key motivators to adopt responsible public procurement.
One interviewee saw that acting according to legislation is a benefit as such. However,
legislative requirements should not be the only reason to adopt responsible procurement.
Instead, the reasons should go beyond legislation e.g., such as protecting the environment
and care for society. The third benefit that was found in both literature and empiric was cost
reductions (Porter & Van der Linde, 1995). One interviewee mentioned that throughout
responsible acting cost benefits can be received. Cost benefits can come from, for example,
better environmental innovations. The fourth similarity in benefits was environmental and
social benefits. For example, McCrudden (2004) mentioned that public companies can give
good to society. These kinds of benefits are central to society because they can, for

example, add working conditions or reduce waste. Still, one benefit that was found in the
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literature and empirical part was the possibility to change the acting of the supplier (Amann
et al., 2014). The company can, for example, demand more environmentally friendly
products or require better working conditions for suppliers to set. (Ministry of Economic

Affairs and Employment, 2017).

Many other important benefits and drivers were also found in the literature. Firstly, it is
central that senior management supports responsible public procurement (Carter &
Jennings, 2004). Without management support, it is not possible to manage this thinking.
Secondly, value sharing belongs to this category. The benefit comes when managers share
values, and the goals will be met through managers’ motivations. (Meehan & Bryde, 2011).
Also, organizational values regarding responsibility are a very important driver in a way that
they lead to a more tied-up organization (Leire & Mont, 2009). Still, one important driver is
definitely customer pressure for the public company to act in a sustainable way (Koplin et
al., 2007; Preuss, 2001). Nowadays, hospital workers are also aware for example of the
fact that plastic should not be used in research gloves and they can also demand gloves
made of other materials. Pressures can come from other stakeholders too. For example,
boycotts can be made. (Leire & Mont, 2009). These parties will know a lot about
responsibility and do e.g., know how to affect on a company’s reputation in a good and bad

way.

Also, some other benefits were found in the literature. Throughout the setting of responsible
standards, it is also possible to receive new innovations (Porter & Van der Linde, 1995).
These innovative products can be better for the environment. For example, in the production
less pollution will be made, and this will be also very beneficial to the whole world too, not
just for the company. Still, one benefit that came up in the literature is that the public
company can affect on the private sector's consumption too (Ministry of Economic Affairs
and Employment, 2017). This means that responsible habits can spread very widely, which

is a benefit for the whole economy.

Many benefits that public companies should think of came up in the empirical part of the
work too. Firstly, because HUS Logistics promotes responsibility it sets pressure for other
parties (not just suppliers) to also act in a more responsible way. This of course has wider
effects on the environment and social side too. Also, the fact that HUS Logistics is a
trendsetter to others was mentioned by many of the interviewees. The benefit of this is the
brand value that HUS Logistics receives. Throughout this HUS Logistics is also seen as a
responsible actor and partner and better offers and relationships can be received. Also, a
benefit mentioned by two of the interviewees was the risk management that the company

receives. Managing responsibility is preparing for the future and passing the risks. Still, one
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central benefit was that throughout responsible acting customers can receive better quality
products and services. Customers will be more satisfied, and the environment survives
better.

5.3. Challenges
Unfortunately, many challenges regarding responsible management were found. At first,

challenges found in both literature and empirical part are discussed. First of all, the cost
issue came into consideration. Even though responsibly made products can give cost
benefits as also discussed in the benefits part they can also raise prices. For example,
Marron (1997) and Zhu et al., (2013) present that costs of greener products may be a
challenge because there is often a requirement to make the product at the lowest possible
price. Walker and Brammer (2009) continue that reducing cost is often the main goal of
procurement. Costs can also put the company in an economically disadvantaged position
compared to the companies that dismiss responsibility issues (Vance, 1975). Also,
interviewees in the case company are worried about rising prices even though they have
seen that in some cases responsible acting gives cost benefits. Still, one interesting new
point related to costs came up in the empirical study. Because the prices of responsibly
made products are so high, suppliers may not be ready to offer responsible products.
Therefore, market dialogue and properly set criteria are needed for example, in calls for
tenders. This cost issue should definitely be taken into account because of the reasons
mentioned. The second challenge that was found was the limited time that the company
has for integrating sustainability (Székely & Knirsch, 2005). The case company is worried
about market dialogue that takes more time when responsibility is part of it. Throughout it,
the whole tendering process will be longer, and the contract will not be tied up so early.
However, there exist so many benefits regarding working in a responsible way for example
for society and the environment that more time needed for tendering is truly quite small

challenge.

One challenge found from both literature and empiric is that suppliers do not have enough
understanding of societal issues (Welford & Frost, 2006) or they do not understand the
criteria put into the call for tender. In HUS Logistics this challenge has also been seen.
However, it can be overcome with better descriptions in the calls for tenders and also in the
Question and Answer-phase. Still, the company needs to detect this challenge so that the
supplier will not make wrong kinds of actions, for example, provide the wrong kind of
product. The fourth challenge that was found in both the literature and empirical part was

that continuous evaluation is needed regarding sustainability (Székely & Knirsch, 2005).
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The challenge with HUS Logistics is that there exist not enough monitors for suppliers. This
is a challenge that can lead to even bigger problems since the company does not know how
the supplier operates. It is also not worth spending time on criteria put into calls for tenders
and contracts if they cannot be monitored and the supplier is not acting in a way that they
should act (Parikka-Alhola, 2008).

Some other challenges that the company should take into consideration were found in the
literature. Firstly, many customers do not want to pay extra just from the sustainable label
if there is nothing that is actually better in the product (Székely & Knirsch, 2005). This means
that the product needs to be somehow more sustainable for example, that environmentally
friendlier material is used in the production. Secondly, if there is no financial support for the
implementation of responsibility issues it is very hard to implement it (Hoejmose & Adrian-
Kirby, 2012). In addition to financial support also support from higher management is
needed so that responsibility issues can be properly implemented. These are very central
challenges in implementing responsible issues and they need to be overcome before proper
implementation. The third challenge that definitely needs to be considered in a public
company is that some suppliers will not enter if they know that there exist other suppliers
that are more responsible. Then there is no positive effect since these suppliers will continue
to be less environmentally friendly and this will also influence the relative price (Lundberg
& Marklund, 2013). For this reason, it may be smarter to set responsible requirements that
could be fulfilled by more than few suppliers.

Lack of knowledge considering responsibility issues were found out to be a challenge in
literature. Personnel who do the tendering may not understand green policies, objectives,
sustainable goods, and environmental advantages (Min & Galle, 2011; Ginther & Scheibe,
2006; Vachon & Klassen, 2006; Varnas et al., 2009). These can be overcome for example
with training for the personnel. One central challenge can also be that there exists
reluctance to change (Preuss & Walker, 2011). This can slow down the progress of acting
in a more responsible way. Related to this a problem can be that employees have their own
ideas that they want to follow, and they do not want to follow management’s ideas about
responsibility (Preuss & Walker, 2011). Management needs to dismiss this kind of thinking
and educate their employees to properly understand the reasons why acting in a
responsible way is worth following. However, it can be that managers are not committed to
this thinking (Gormly, 2014) and they need to educate themselves, which can also be a

challenge.

Still, some challenges that were found from the literature were integrating responsibility into

business and measuring their impact (Fibs, 2019). Measuring is a problem also in HUS
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Logistics that will be properly discussed later in the result chapter. Related to this is also the
hardness of checking second and third-tier supplier's actions (Welford & Frost, 2006).
Measuring systems also need to be set for them so that checking could be possible. Still, a
challenge related to this is that if the company wants to save some money and use external

auditors this may not be high quality enough (Leire & Mont, 2009).

There were also some challenges found from the literature that relate to foreign countries.
At first, it can be hard for suppliers coming from developing countries to focus on
responsibility since their focus needs to be on basic issues (Gormly, 2014). Also, their
protectionism leads to not having full transparency (Nielsen & Hansen, 2001) and they may
have huge cultural differences, for example worse production (Leire & Mont, 2009). Auditing

of suppliers and marketing dialogue may help with these challenges.

However, empirical evidence gave some new challenges too. Interviewees found it hard to
know in which product group responsibility aims should be set. They thought that there was
not enough knowledge among the personnel who did the tendering. To overcome this
problem training is needed from outside of the company, for example Keino academy could
be a useful developer. Another challenge can come from a poor market dialogue. It can
result in unsuitable criteria, poor offers, and the fact that market law is needed. Also, if the
criteria are too strict and need to be loosened up, this costs time and money. Therefore,
proper market dialogue is also needed. Greenwashing in general was also seen as a
problem by one interview. Responsibility issues need to influence, for example, on the
environment. There is no point if they only look good and nothing good does not happen in
reality. Monitoring of suppliers can help with this problem. Still, one challenge that came up
in the interview was that supplier lies that they already have e.g., environmental monitoring
system but they are just building it right now. With this problem proper certificates could be
asked from the supplier or some other documents that indicate that the supplier already has

built up the system.

5.4. Measuring and reporting
As discussed in the literature, measuring plays a key role in companies. One reason for this

is that through measuring strategic objectives and results can be seen and also future
practices and resources can be guided (Valtiovarainministerié, 2020a). Right now, HUS
Logistics lacks a proper way to measure their responsible acting. Some interviewees even
saw that it is on a level 0. Therefore, this study is trying to find a proper way for HUS

Logistics to measure responsibility.
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From the literature and empirical part, many possible ways to make measuring were found.
The first similarity was that metrics need to be simple, understandable, easy to track, and
cost-effective data collection (Székely, & Knirsch, 2005). So-called easy system is already
used in HUS Logistics and that is the tender calendar in which social and environmental
criteria used can be ticked. However, the problem with this is that it is not enough to know
these issues on a so basic level. Instead, on this level, it is quite easy to understand if, for
example, environmental criteria are used. This understanding of the criteria was also very
important to interviewees too. Some of them also saw that nothing extra than the tender
and procurement calendar should be used because then a challenge can be that
information is only partly filled and there is no use for it. Also, cost-effectiveness plays an
important role. It costs work time to collect the criteria one by one of the calls for tenders

and of course the company needs to pay for that working time.

Literature suggested that reporting has many advantages. The transparency and processes
can be seen, and relevant information can be found (Székely & Knirsch, 2005). Also, from
the interviews, it was found that reporting provides information where the criteria is used
and also information about those that do not contain any criteria. In addition, a call for tender
analysis was presented in both the literature and empirical part. In literature, Hilma database
was suggested to be used for measuring. This database was also suggested by
interviewees. They said that it would be valuable that HILMA'’s atrtificial intelligence could
read from calls for tenders, keywords about responsibility for example, which criteria is
used. This would be an ideal situation, but it can take a lot of time for HILMA to build it and
this system may not be so valuable to them as it is for public organizations. However, Alhola
and Kaljonen (2017) presented that in HILMA it is already possible to see differences
between years in product groups and there is no need to look at every call for tender
separately. This kind of system is a good start, but it definitely needs to be widened to

artificial intelligence.

Székely and Knirch (2005) listed some ways to measure responsibility. Many of them are
used in HUS Logistics. These include standards, codes, and sustainability indicators. All
the criteria used can be seen in tables 11 and 12. For example, ISO 14001 and CSR
clarification have been requested from HUS Logistics’ suppliers. Also, surveys have been
made in the market dialogue phase. These help to know if it is possible to request, for
example, the EU environmental mark. However, it has to be remembered that surveys only
provide options, not exactly right data (Székely & Knirsch, 2005). Therefore, other

measuring systems listed need to be used and not only trust on one measure.
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Keino (2020) presented other social measuring that included employment conditions,
human right risks, and measuring code of conduct. All of these are very important to HUS
Logistics. Therefore, the company demands the firstly mentioned basic issues in all of their
procurement. Code of conduct is also demanded from some suppliers, but it could be used
and demanded much more because it includes, for example, important requests from ILO.
Still, one similarity between the literature and the case company is that they both care for
emissions. Measuring the amount of waste is important and the size of it matters. This also
raises public’'s knowledge of environmental issues (Székely & Knirsch, 2005). Therefore,

emissions could be measured even more.

Some differences between the literature and the empirical part were also found. For
example, the literature suggested using productivity and efficiency ratios such as labor
productivity. Also, intensity ratios such as emission intensity were suggested. (Székely &
Knirsch, 2005). In HUS Logistics carbon neutrality is already used, which is a good start.
However, a fair calculation for it is still needed. This is needed in order that all the suppliers
are treated in the same way. The use of productivity and efficiency ratios is beneficial
because these could bring the responsibility issue to a more measurable phase and it could
be easier to compare these ratios. Also, the use of KPIs, lagging, and leading indicators
were suggested (Chae, 2009; Székely & Knirsch, 2005). Use of these together can for

example reduce risks.

From the empirical part, new ideas for measuring responsibility inside the company were
received. It seems that the system needs to be easy to use, not time-consuming and it
needs to be located in the existing systems (excels). However, so that the company can
develop itself regarding responsible managing some steps further need to be taken. Firstly,
there should be two levels of criteria. The basic level that includes if the criteria are
environmentally or socially friendly and the more detailed level (sub-categories) about which
criteria in them are used such as code of conduct or clarification of packing material. In the
second level, there has to be a list of criteria that are used in the competitive tender or an
explanation of why no criteria are used. Also, it needs to be added if the criteria used are
obligatory or scored criteria. This list could be added along with tender documentation.
However, it is important that also contracts are monitored, not only tenders. From the
contracts, it can be seen if the supplier has actually followed the criteria set in the calls for
tenders. Also, a model from previous works is needed so that personnel who do the
tendering know which are environmental or social criteria and in which category they
belong. In this way, all the personnel who do the tendering will understand the criteria in the

same way. The personnel also need to understand which criteria are central in their
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category and there should be training for that inside the categories. For example, in some
categories such as in the service category transportation and its emissions play a central
role and the personnel in the category need to receive training for that. Still, one central
issue related to calls for tenders and responsibility is that the criteria should be put in the
same part of the call for tender so that if they still need to be collected one by one the work
will be even a bit easier for the collector. Right now, the criteria can be for example in the
scored point part or in appendices and all of them need to be gone through so that all the
criteria are found. The criteria also need to be written in the same way in the calls for
tenders. Right now, there are different ways to write the criteria. As can be seen from table
12 there are many ways to request the abandoning of PVC. These criteria could be
combined so that documentation and understanding of the criteria could be easier for the
personnel who do the tendering. In this way, suppliers could also understand the requested
criteria better. The same could be done also for example for criteria related to emissions. A
short description about wanted action related to abandoning PVC or emissions could be
provided along with the call for tender for suppliers to make the understanding even much

easier.

5.5. Current situation and development of responsibility
It seems that HUS Logistics’ situation considering responsible public procurement is on a

guite good level at least compared to other companies in the field. However, there are some
parts that need to be developed. Unfortunately, because of the current situation, meaning
the Covid-19 pandemic, it is hard to focus on issues that are not fundamental, and in HUS
Logistics case responsibility is not the highest priority. However, HUS Logistics has made
progress in some fields of responsibility for example among the use of plastic as a material.
Also, the easier responsibility parts are taken care of very well. For example, if
environmental criteria are used this is marked down. Furthermore, there are now more and

more employees that are interested in this subject and want to improve it.

Challenges that need to still be overcome related to responsibility are presented next. The
development manager is needed too much. Personnel who do the tendering should improve
their own knowledge so that the development manager can place her time on the most
important issues. Also, the aims need to be defined better so that all the employees know
which are the objectives in certain procurement and which criteria should be requested. For
example, if it is important to try to abandon plastic or working conditions should be better.
Responsibility needs to be as well a higher value of the company and values should be

transformed to all the employees. Following responsibility cannot be the employee’s own
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choice. It has to be an equal liability. In addition, responsibility should be seen equally in
different categories. Right now, it depends on the category how much responsibility issues
are thought. Instead, categories should find the most essential responsibility issues inside
their category and discuss these with higher management. The higher management should
be even more committed to responsible issues so that these challenges listed can be

overcome.

6. Discussion
In this chapter a summary of the whole work is made, and research questions are answered.

The answers are done based on the literature and empirical part of the thesis. In addition,

limitations of the study are found, and possible future research ideas are explained.

6.1. Discussion of the research questions
The main research question of the thesis was: "How can responsible purchasing be

managed in a public organization?” In public procurement, legislation plays a central role
(Arlbjorn & Freytag, 2012) so both managers and other employees need to understand it.
The company also needs to have enough resources for responsibility both financial and
personnel (Valtiovarainministerié, 2020a). In responsible thinking, values are the base for
strategy, which has a central role in implementing responsibility (Székely & Knirsch, 2005).
Manager’s work is to implement the strategy and transfer the knowledge of it to employees.
This means that managers need to educate themselves on both socially and
environmentally responsible issues. Other means found are discussed in answering the first

sub-question.

The first sub-question was: "What are the means to implement responsible public
procurement?” The most important mean for management to use was strategy that was
presented in both the literature and empirical part of the work. Through proper strategy, the
current situation of responsibility and goals of it can be found. (Keino, 2020) In HUS
Logistics category strategies play a central role. In there, aims can be set for a smaller group
and the most essential responsibility issues can be found. The second central mean that
was found was to look at the tendering process where environmental and social criteria are
set for suppliers (Székely & Knirsch, 2005). The criteria need to be set in the tender process
so that the supplier will know the responsibility requested and know how to act. The third
very central mean was collaboration between authorities (Walker & Brammer, 2009). In
HUS Logistics for example collaboration with Keino-academy has resulted in more informed

employees. Also, collaboration between other hospital districts in Finland has helped with
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promoting common goals. The fourth good mean is to request different eco-labels (OECD,
1997) and certificates (Zhu et al., 2013) to find out the responsibility level of the supplier.
Fifthly, the code of conduct was seen as a very central mean. HUS Logistics should require
their suppliers more to follow the ideas set in HUS Logistic’ code of conduct (Keino, 2020).
Sixthly, training of employees and managers regarding responsibility issues (Zhu et al.,
2013) was a very central mean because throughout it, new information can be received for

example what has been a good way to request carbon neutrality.

Some means were only found from the literature. Firstly, leadership as such was seen as
one mean (Székely & Knirsch, 2005). The work of management is to make sure that all the
employees are committed to responsibility and it should not depend on the employee how
much they have knowledge or are interested in the subject. Literature also suggested that
training for understanding legislation is needed because legislation is such a big part of
public procurement (Zhu et al., 2013). Secondly, knowledge sharing to other countries is
one mean (Zhu et al., 2013) that was presented in the literature. Throughout it what happens
in the supply chain can be found for example, if child labor is used. The third mean that was
found was the large company’s ability to push their suppliers to work in a more responsible
way (Cheng et al., 2018). For example, to produce more sustainable products. Also, the
employment speed-up program was seen as a good mean to find out social responsibility

issues (Valtiovarainministerio, 2020a).

Some new means for managing were also found from the empirical part. One mean was
that personnel who do the tendering use product group cards from HUS’s intranet to check
the responsibility issues. Also, HUS’s responsibility program has been helpful. Furthermore,
monitoring and demanding reports from suppliers were good means that HUS Logistics
already used. These are means that help to validate the responsibility level of HUS

Logistics’ suppliers.

The second sub-question was: “What are the benefits and challenges in responsible
procurement in the public sector?” The main benefits that were found from both literature
and empirical part were reputation, cost reductions, and environmental and social benefits
(Hoejmose et al., 2014; Porter & Van der Linde, 1995; McCrudden, 2004). Also, from the
literature some central benefits were found: sharing of values, new innovations, effect on
the private sector, and the chance to change acting of the supplier (Meehan & Bryde, 2011;
Porter & Van der Linde, 1995; Ministry of Economic Affairs and Employment, 2017; Amann
et al., 2014). Some new benefits were also found: The company can pressure other parties
to act in a more environmentally friendly way (trendsetting), brand value, risk management,

and better-quality products received. However, also quite many challenges were found.
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Some important challenges were found from both literature and empirical part: rising costs
of responsible products, limited working time to integrate sustainability, suppliers do not
have enough understanding of societal issues and continuous evaluation needed (Marron,
1997; Székely & Knirsch, 2005; Welford & Frost, 2006). Also, literature presented some
other important challenges: customer’s unwillingness to pay extra for sustainable products,
lack of financial and managerial support, suppliers do not enter, lack of knowledge, and
managers and employees are not committed (Székely & Knirsch, 2005; Hoejmose & Adrian-
Kirby, 2012; Lundberg & Marklund, 2013; Min & Galle, 2011; Gormly, 2014; Preuss &
Walker, 2011). Also, new challenges were found: Poor market dialogue resulting in

unsustainable criteria, too strict criteria, and lying suppliers.

The third sub-question was: “How to measure responsibility in public procurement?” Metrics
need to be simple, understandable, and easy to track (Székely, & Knirsch, 2005). Theory
and empirical parts both supported this view. Also, the use of HILMA-database (Alhola &
Kaljonen, 2017) was suggested by both theory and practice. Furthermore, the use of
standards, codes, and sustainability indicators were presented as good measures. For
example, ISO 14001 and EU environmental marks were noted. (Székely & Knirsch, 2005).
Important issues for HUS Logistics to measure are measuring employment conditions and
human rights by code of conduct (Keino, 2020) Therefore, the following code of conduct
should be requested from many more suppliers. Also, emissions should be monitored more
since they are important for HUS Logistics. Some ideas about measuring were also
received from only literature. For example, productivity and efficiency ratios and also KPIs
could be used (Chae, 2009; Székely & Knirsch, 2005). Furthermore, new ideas from the
interviews were also received. There should be two levels of criteria: basic level and more
detailed level. Also, it needs to be added if criteria are obligatory or scored ones. In addition,
not only calls for tenders need to be monitored but also contracts. Also, an understanding

of the essential criteria is needed.

6.2. Limitations and future research propositions
There exist some limitations in the study. Chosen method and data collection are some

limitations of the study. Because the study is made as a qualitative case study the results
cannot be generalized in all public companies. All together seven interviews were made: 5
inside the case company and 2 outside the case company. So that generalizing would be
possible more data is needed for example, from different companies. Also, because HUS
Logistics does not represent all the public companies, generalizing is hard. For example,

some governmental companies can be very different compared to HUS Logistics. However,
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the results of this study may be very valuable to other hospital districts in Finland. Also, one
limitation is that not all the managers and employees of HUS Logistics were interviewed.
Some other managers could have given a very opposite view of some parts of responsibility.
Also, some interviewees did not have a deep understanding of the situation in the case
company which can be seen as one limitation. Some of their responses can be seen more
like their own opinions. However, most of the interviewees were very familiar with the

subject.

In the future research responsible criteria collected from calls for tenders could be compared
to other years and see if the progress in it has happened. So that progress could be seen
data from many years need to be used. For example, it could be seen if HUS Logistics has
requested abandoning of PVC in more tendering compared to the previous year. Also, more
interviews could be made. For example, the highest management level could be
interviewed. Also, procurement specialists could be interviewed to see if they agree with the
management’s opinions. Other hospital district procurement employees could be also
interviewed and see if the results are in line with this research. An interesting point of view
could be also to observe suppliers acting to see if the issues requested by HUS Logistics
are implemented. This could also help HUS Logistics to understand if their requests are at

the right level or if they should be lowered or uplifted.

6.3. Conclusions
This study consisted of the theoretical and empirical parts. In the Introduction chapter the

topic, research problems, and theoretical framework were presented. In the second chapter
theoretical issues about means, benefits, and challenges related to responsible managing
were discussed. Also, public procurement features, the importance of supplier selection,
strategy, code of conduct, and measuring were discussed. In the third chapter
methodological choices were explained and empowered. In the fourth chapter, the case
company and the results from interviews were presented. In the fifth chapter, the results
were analyzed and discussed. Finally, in the sixth chapter research questions were
answered, limitations and future research propositions, theoretical and managerial

implications are made.

This study contributes to theory in many ways. Firstly, many studies have dealt with social
and environmental issues separately which has created a gap between them (Ashby, Leat
& Hudson-Smit, 2012). Instead, this study sees both sides as equal and provides ways to

manage both of them. Secondly, this study provides new ways to measure and manage
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responsibility in a public company. These means help to transform the company to be more
sustainable. Also, throughout these responsible means, the public company can force their
suppliers to work in a more responsible way. Thirdly, this study connects legislation into
responsible thinking. There are many legislation issues that the public company needs to
take into account that are set by for example WTO and EU. For example, Green paper and

legislation issues in supplier selection should be considered.

Also, managerial implications can be found from the study. From this study, management
can receive social and environmental ways for managing responsibility in a public company.
Because there are so many ways found, the company can choose the best ones for their
company. Also, from the study managers can find benefits and drivers that aim at being
more sustainable. For example, cost savings and new innovations related to responsibility
can be found (Amann et al.,, 2014). Furthermore, managers should focus on the
implementation of the strategy. Without a proper strategyi, it is hard to set aims and find out
responsible outcomes (Kuisma, 2015, 69). Another central way for managers to manage is
supplier selection. In supplier selection, the most responsible suppliers need to be found.
Also, criteria setin it play a central role. Therefore, the criteria requested should be properly
thought and monitored. When they are monitored it is also easier to develop them to be

even more sustainable.

All'in all, this study achieved its objects. It managed to find ways to act in a more responsible
way and also its benefits and challenges. In addition, a proper way to measure responsibility
in a public company was found. Improvement ideas for the case company were also found.
These included, for example, better new ways to manage responsibility and a better way to
measure and report responsibility in the company. Also, combining of the sustainability

criteria in the case company was suggested.
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Appendices
Appendix 1
Example of Interview questions
1. Kertoisitko hieman itsestasi? (Tytkokemus, koulutus, kauanko olet ollut HUS
logistiikassa toissa, tyotehtavasi HUS Logistiikassa, vastuullisuuskoulutukset?)
2. Oletteko tietoinen HUS Logistiikan vastuullisuuden nykytilanteesta? Enta

10.

11.

12.

13.

tavoitteista?

Milla tavoin olette miettineet arvoja, visioita ja strategiaa vastuullisuuteen liittyen?

Oletteko luvanneet jollekin taholle toimivanne tietylla tapaa vastuullisesti?

Kuinka suuri merkitys vastuullisuudella on organisaatiossanne? Onko jokin
vastuullisuuden osa-alue teille tirkedmpi kuin toinen? Miksi?

Mita keinoja teilla on talla hetkella kaytdssa vastuullisuuden toteuttamiseen tai onko

teilla hankinnoissa kayttssa ollenkaan tallaisia keinoja?

Ketka kaikki osallistuvat vastuullisuusstrategian luontiin? Onko kaikilla osapuolilla
riittdvasti tietoa / koulutusta vastuullisuuteen liittyen (Esim. kategoriapaallikot,
hankinta-asiantuntijat)? Onko teilla kaytdssa kehittajaryhmaa vastuullisiin

hankintoihin liittyen?

Oletko tietoinen siita mita HUS Logistiikan code of conduct pitaa sisallaan? Jos kylla

niin mita?
Minkalaisia hyotyja koette saavanne toimimalla vastuullisesti?
Minkalaisia haittoja/haasteita teille koituu vastuullisesti toimimisesta?

Onko kriteerien ymmartamisessa esiintynyt haasteita? (Esim. toimittaja ei ymmarra

tai osaa implementoida)

Toteutatteko vastuullisuutta [&hinna lainsaadanndllisistéa syistda vai enemman

sosiaalista ja ekologisista syista?

Kuinka paljon aikaa olette valmiit kayttdmaan vastuullisuuden toteuttamiseen?

Kuinka suuri prosentti tyontekijoistdnne voi osallistua tdh&n?

Minkalaisia vastuullisuuskriteereja kaytatte kategoriassanne? (Esim. eco merkkien

vaatimus, sertifikaatit, Hiilineutraalisuus, sopimuslausekkeet, mahdolliset sanktiot)
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MITTAAMINEN

1. Talla hetkella HUS Logistikassa ei ole selkedd tapaa seurata sita, mita
vastuullisuuskriteereitd on kussakin tarjouspyynndssa kaytetty ja kuinka paljon.
Milla tavalla vastuullisuutta tulisi mielestasi seurata HUS Logistiikassa? Esim. excel

taulukko, Power-bi
2. Mita hyva vastuullisuuden mittausjarjestelma mielestasi pitaa sisallaan?
3. Mitataanko HUS Logistiikassa vastuullisuuden aikaansaannoksia?

4. Kuinka tarkkoja tietoja haluatte |6ytdd mittausjarjestelmasta (Esim. kaikki kriteerit

yksittdin, tarkeimmat kriteerit yksittain tai yhdistettyna?)

5. Voisiko HILMA-tietokanta olla kayttékelpoinen?
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Appendix 2
Example of collected responsible criteria

Kilpailutettava kohdeltuoterphma Bl Sosizalinen v Code of Conducl] Tariueja antaa selvityksen tarjoajan yhiBd Ymparistillinen vastuulY Luopuminen PYC:sta B Vanhate renkaat oimitetaan kierralyksdd
Aferealaite Luteen Laskensaraslzan

Bivojen magnestistimulaaiclattzen vuokraus HUS Kuvantamisen

Ambulangsit 2 kpl, HJS Akuwth Sarasnkulitus 1
frestesdaridest 1 X X
fnesteziatarviheet 2 1 {

Aingjogyafialaiteist HLIS Ruvantamisen Mellahden Tomisairadlaan
Anigogafialateisto, a5 Mellaht tornisairala

Actthoudubusten kel ket

Artroskopizsimulzatin

Dsianajonalvelut

Aslianpestisaston hankinta HUS Blomedictmin 1
Auramaatingn hillidoksidipurppu

Aufomatsaihu FISHmikroskaopp

AW oteicen a -malvelui el eyt aeka siinen it dllesnmuan palvellt
Billing systems -astarturti apalvelul [ s:sdnen kisa, OPS)

Chl-ja chatbor-pavelut 2013-2021 DFS

Chatbot-palvelut sisainen kisa, DR

CleverHealt hatnork -ekasysteemin kansultaintpalvelut

CPT Simiapahlakast ka3 + 2 1 ervan amat kaipaltkakast 1 [
CPT-pakkaukset PHHYKY (kaihtairnenpitzidzr) X

Deftrillzatorit i [ [ 1

Digipatdogan tistojarjesteima

Echodaite (sudénkinnga)

ECTHate

EEG-myssyt




