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SUSTAINABILITY INTEGRATION THROUGH A CATEGORY APPROACH

OUR SPP STARTING-POINT/JOURNEY

= |dentifying Barriers and Enablers for SPP —Why is it so hard?

= An ESG-weighted Procurement Portfolio Model (PPM) Approach
= Reflecting category-specific sustainability risk profiles
® Develop market and supplier engagement strategies
= “Walking the Talk”

m The SPP Accelerator Initiative

= The model is one in a series of initiatives to accelerate SPP and enhance access
to tools/templates, and support practitioners to pursue SDG 12.7.




PROCURING FORA GLOBAL AGENDA

Top Ten Procurement Categories Construction services
l. Management and Business Professionals and Administrative Services - ¢ 2
Engmeermg services
2. Engineering and Research and Technology Based Services % . Security services
Consulting services

3. Transportation, storage and mail services Security appliances Voter Registration Kits

4. Travel, FOOd, Lodging P LabA.o/r‘dSryde!]l\u(/i:;‘)ian!nle q u l pm e t]‘;'t;1|15')0"lal iOl]
b < L IT services

5. Education and Training Services rUJ ect il d‘ge bl e nt IT Broadcasting

6. Motor Vehicles, parts and other transportation equipment

7. Information Technology; Broadcasting and Telecommunications

8. Editorial, design, graphic and fine art services ®*  Procurement volume us$2,146,494,997.62

9. Building and Facility Construction and Maintenance " Across more than +1020 spend categories

S ' . " Delivery across|30 geo-locations
0. Public utilities and public sector related services = Representing 1.37% of total UN procurement




SUPPLIER BASE SNAPSHOT

1649.06M USS (spent in 47251 PO's)

T48 vendors [procurement 200k 1o 1M)
189 % Spend
9% PO's

3374 vendors (procurement 50k 1o
200x)
19 % Spend, 26 % PO's

29.253 vendors {procurensent <S50k
19 % Procurement, 50% POD's

18,718 venddors {procursnest < 10x)
4 % Prcammem
229 MO




IDENTIFYING BARRIERS AND ENABLING CONDITIONS FOR SPP

SCOPE OF SPP IMPLEMENTATION CFCLE
= Policy Level:

Concise Legislative = Framework,
Embedded SPP Targets in Policies,
Effective Monitoring System, and

- . Legislative Framework
Political Goal Setting. Dolicy Framewark, Wakmg the Tnlllon Dollar Glant'
Effective Monitoring . \ v &
System, and Political Goal e e ,j&.ﬁ -6
»  Organizational Level: S ~ I Rl S TN 2
Organizational Awareness & Buy-in, - '. tainable Public ?rocurcmcr.tﬂpm
Enabling Institutional Framework, . o Sand the 2030 SDG Agendas”
. . Organizational N » s
and Financial Resources. . Supply Markat :
=1 SPP Cost Feadiness
.. %nahhﬂglﬂﬂm&ﬂu}mq Factor Absarption Capacky,
=  Practitioner Level: Framework, Guidelines Market incentives, SME
. . and Fesources uppart
Practitioner SP Capacity, Category-
specific Tools & Methodologies.
= Market Level: E:lpuiqr& ook
Sufficient Supply Market Readiness, Category-specific Tools &
e . Methodologies, Eco-labels,
Willingness, and Absorption and Standards . -
Capacity. Market Incentives. SME Carsten Hansen (2020, “ Wa k the @rillion Dollar
Ity, | , . . .
S P yC . v Giant SustainablePublic Procurement(SPP)and the
upport, onsumer sentiments. 2030SDCA g e n OrePlanetNetwork ResourceHub

and GreenGrowthPlatform,UnitedNations



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

AN ESG-WEIGHTED PROCUREMENT PORTFOLIO MODEL (PPM)

Objectives:
* ldentify and visualize organization-specific ESG procurement portfolio exposure;

e Allow prioritization of organizational sustainable procurement efforts and development of
subsequent sustainable procurement guidelines for high-risk/high impact categories;

*  Align with UNGM sustainability indicators for UN-wide benchmarking and reporting.

A two-step approach:
Step |: Reflecting category-specific sustainability risk profiles: Procurement POI’thlIO Model [PPM

*  The approach supports organizations in identifying procurement categories that represent Mapp‘"ﬂ sustainabllity 'isk in procuremen
. . .. . .. . . . . ortfolios and strategies for market engagement
the highest sustainability risk exposure and where mitigation efforts will yield the highest

sustainability impact. o A
y P April 2021 (‘

Step 2: Develop market and supplier engagement strategies:

e The approach informs the development of organization-specific sustainable procurement

. . - . CarstenHansen& Farid Yaker(2021), “ | nt r oAd u c
strategies and supplier due diligence reviews.

Sustainabilityweighted Procurement Portfolio Model
(_P P MOné Planet Network ResourceHub, United
Nations



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

STER: SEGMENTINGATEGORYPECIFRUSTAINABILIRYSHPROFILES

L
Category Sustainability (ESG) Ris

Low

\ SUSTAINABILITY PORTFOLIO RISK

High RisklLow | High Risk/High

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

Organizational Spend Per Category (USD)

A 4

Using a procurement portfolio model as an analytical
tool to create a risk classification framework based on
categoryESGjiskand organizationalpend

" Indicators: Aligned with UNGM sustainability
indicators allowing for UN-wide benchmarking and
reporting.

= Procurement categories: Defined by UNSPSC
coding system used by most UN agencies:

= The model applies ratings at the H2 category
level, which is in line with current spend
analysis practices.

= The model currently rates approximately 100
commonly used H2 level categories.



STEP 2: DEVELOPING MARKET AND SUPPLIER ENGAGEMENT STRATEGIES

T
Category Sustainability (ESG) Ris

Low

SUSTAINABILITY PORTFOLIO RISK & MARKET STRATEGIl

»

i CRITICAL STRATEGIC

High Risk/Low Impact% High Risk/High Impact

Innovation &
Transformation

Followthe-Leader
Approach

NONCRITICAL MARKET LEVERAGE

Low Risk/Low Impact§ Low Risk/High Impact

Follow Market Standard Setting

Standards

»
»

Low Organizational Spend Per Category High

Theapproachallowsfor developingsubsequentiskinformedsustainable
procurement strategies, based on organizatiorspecific sustainability

S exposurdn the procurementportfolio.

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

StrategicSegment HighRisk/Highmpactcategories

= A strategic opportunity for instigating market innovation and
transformation

CriticalSegment HighRisk/Lowmpactcategories

» Mitigate risk by Identifying market sustainabilityleadersand follow
theirlead

MarketLeverage LowRisk/Highmpactcategories
= Opportunityto “ r atheb a antdsethigherstandarddor the sector
Nonecritical- Thesegmenbf LowRisk/Lowmpactcategories

» Reducdransactiorcostof applyingsustainabilityneasures



ENVIRONMENTAL RISK INDICATORS

Categories:
" Pollution — Hazardous Products:

= Effluents reaching water bodies

= Air emissions

" Use, storage, movement and disposal of hazardous materials
" Pollution — Climate Change:

= CO2 emissions

= Other gas emissions with global warming potential
= Resource use:

" Waste generated

= High-level of finite material used through life-cycle

" Water usage

" lLand usage
= Biodiversity and natural habitats:

" |mpact on biodiversity

* Impact on forests

" Impact on other natural habitats




SOCIAL RESPONSIBILITY RISK INDICATORS

Categories:
* Human Rights — Indigenous Peoples Rights:

= Violation of indigenous people’s rights (i.e. land-grabbing).
Human Rights — Labor Rights Issues:

" Forced Labor Risk

= Child/Youth Labor Risk

= Working conditions related risk (wage & working hours)

" Health & safety
Gender Issues:

* Unequal treatment & contracting terms

= Category-specific sexual harassment risk
Product/Service implications for health and well-being:

" Privacy concerns

" Quality assurance & testing

= Intellectual Property Risk (IP)

=  Unlawful use of products
SME participation & support:

e |




! A

. GOVERNANCE RISK INDICATORS

- Categories:
= Category-specific corruption risk
" Fraud Risk (i.e., Falsification of certifications, origin of inputs etc.)

“~
\



Determining United Nations Standard Products and
ServicesCode(UNSPSQustainabilityRatings

3 »

Categoryspecific sustainability risk rating determined across HLCM VA f'\ h o
sustainabilityindicators Raw Materials Material Manufacturing Packaging
Sustainabilityrisk determinedasthe combinationof the likelihoodthat a Production

certain sustainability risk may materialize, combined with the

consequenceor materiality of the sustainability risk event to the

organization A\ _ _
Scoring rangesfrom 1-4, with (1) Low Risk,(2) Medium Low Risk, (3) - st e
Medium HighRisk.and (4) HighRisk AL

Consequence
Insignificant Minor Moderate Major

- 2

2

Possible

i

2
2

Likely

iR RERREG

Almost
Certain
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A DYNAMICESGWEIGHTED
PROCUREMENRORTFOLIO
MODEL

The dynamic classification

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

High

Category Sustainability (ESG) Risk

Low

Migh

Category Sustainability (£SG) Risk

Low

SUSTAINABILITY PORTFOLIO RISK & MARKET STRATEGIES

CRITMICAL STRATEGIC

High Risk/Low Impact High Risk/High Impact

Follow-the-Leoder innovotion &

Approoch Transformotion

NON-CRITICAL MARKET LEVERAGE

Low Risk/Low Impact Low Risk/High impact

Follow Morket Stondards Stondard Setting

Low Organizational Spend Per Category High

FORCED LABOR (S) PORTFOLIO RISK

w Clothing * Construction

* Security Services * Hotel Services

- Restaurants & * * Mealth Care
Catering w Products
- w - w
.

* Telecommunications * IT Equipment

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

Hih

Category Sustanability (ESG) Risk

Low

High

Category Sustainability (£56) Risk

Low

AGGREGATE SUSTAINABILITY (ESG) PORTFOLIO RISK

- Restaurants & % Construction
Building

Maintenance

Catering -
* Cleaning Services
* IT Equipment
* Fuels

- L

L Advertising

W Vehicles
% Accounting
Services - Passenger
Transport
- lnriirenrs * Banbinne
Llow Orgonizational Spend Per Category High

ENVIRONMENTAL (E) PORTFOLIO RISK

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

* Paper Products * IT Equipment

- » Ad.‘grt.smg L
w Vehicles
- ~
* Engineering Services
W Accounting * Health Care Products
Services
-~

* Ranbine Carirar

Low Organizational Spend Per Category High
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WALKING THE
Identify sustainability exposure by applying ESG-

TALK: A SUSTAINABILITY weighted Procurement Portfolio Analysis;
INTEGRATION FRAMEWORK

Develop and implement sustainability integration

guidelines across top (10+) risk categories - Construction,
Goal 12 - Ensuring Health, ICT, Vehicles, Travel, Freight Forwarding, Hotel & Conferencing,
Security, Cleaning, Catering Contracts etc.;

¥ sustainable consumption and
| production patterns.

Goal 8 - Decent work and ;ﬁ/ Conduct sustainable procurement training for buyers

economic growth. ***  and key suppliers;

Target 8.7 - Eradicate
forced labor, end modern @ Performance Reporting — Monitor effectiveness and




SPP ACCELERATOR INITIATIVE - NEXT STEPS
Model is “work in progress” and scope evolving
Review Category Ratings with further experts
Automate Category Scoring Mechanism (Likelihood & Materiality)
Delivery Real-time Risk Alerts
Further research on market engagement strategies and best practices
Automating accessibility for consistent application and user confidence
Considering a “Wiki approach” to consolidate category information

Develop Circular Procurement Opportunity Portfolio Model (PPM)

KEY TAKE-AWAYS FROM OUR SPP JOURNEY

Category prioritization helps stay focused, deliver impact, and market engagement

Hard to “go it alone” due to scope of category expertise required (Wiki)
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SOURCING FOR A BETTER WORLD

Carsten Hansen (Dr.)
Chief, Global Procurement Services)
Office of Sourcing and Operations

United Nations Development Programme
(UNDP)

in linkedin.com/in/carsterhansenrdr-5183552



https://www.linkedin.com/in/carsten-hansen-dr-5183552?lipi=urn%3Ali%3Apage%3Ad_flagship3_profile_view_base_contact_details%3BOn19zdoCRLmsLNSCdwhBTg%3D%3D

