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Dutch policy on Sustainable Public Procurement

Statement by the Dutch Parliament in 2005, initiated by
center-rightwing political parties:

All procurement (100%0) by the national government
should be sustainable by 2010.

Statement confirmed in cabinet political program


Presenter�
Presentation Notes�
In 2005  the Dutch Parliament adopted a resolution on SPP.  

All procurement (means 100%) by the national government should be sustainable by 2010!    (below and above the thresholds defined by the EU public procurement Directive)

Talk about ambitious! It sounds great, but thinking about it:



What’s the meaning of all procurement, and what is the impact of sustainable? Two rather complex questions to deal with.



�


Implementation of policy target

Policy applies to federal government.
Total purchases federal government: over € 50 bin
every year. (16% GDP)

Municipalities and provinces also set targets.
Education and health sector might follow.

Environmental criteria came first, social criteria followed
later. Different approach.


Presenter�
Presentation Notes�
The aim for the central government is set at 100% by 2010. This means that all purchased products have to meet all minimum specifications for that specific product group, unless the organisation can give a good reason why the criteria couldn’t been met.



The municipal authorities are aiming for 75% of all purchases in 2010 and 100% in 2015. The provincial authorities and water boards, a typical Dutch authorities who are taking care of dykes, water canals and wastewater treatment, are aiming for at least 50% in 2010 and are currently negotiating further increases.



The used percentage (%) is defined as: volume of sustainable procurement (€)  divided by the total amount of purchasing (€)

per organisation. (Therefore this definition is partly according to the EU definition of GPP.)

The aims of the different authorities have an important influence on the level of ambition of the criteria. I’ll come back to this issue later on. 

           

In 2008 the education sector were added to the list of target groups. 

Maybe in 2009 the health sector will also join sustainable procurement. 

�


Long process with many pitfalls

Different interests between ministries

Different stakeholder interests (business, trade unions, NGQO'’s)
Reconcile CSR and procurement interests

Legal consent: ‘EU / WTO proof’

Procedure for verification and enforcement

Limit administrative burden for buyers and suppliers

Balance between proportionate and disproportionate action
Unknown territory/cold feet

VV VYV VYV VYV


Presenter�
Presentation Notes�
NB Hij vond het interessant te horen hoe we in nederland iedereen zo ver hebben gekregen dat we sociale criteria zijn gaan formuleren. Dus meer over strategie. 



For over three years we have been working on the development of social criteria. This has been quite a struggle. 

We have run into legal, political and practical bottlenecks. The most obvious one, probably for you as well, has been the legal one: to what extent does the EU Directive allow for social criteria to be incorporated into public procurement? The boundaries have not yet been fully clarified. Another important obstacle has been the political one. For instance in the Netherlands this subject comes under the competence of five ministries: Social Affairs, Foreign Affairs, Economic affairs,  the Ministry of Environment and Ministry of Agriculture. Who will be held responsible if a case is brought to court or if it appears that governments are still buying products produced in breach of social standards? Who is responsible for making inventories of socially sensitive productgroups? What happens if too few suppliers appear to be able to comply with our social criteria? Other more practical issues are how we can verify international supply chains and the question whether public purchasers are able to apply the social criteria. Well, we have not answered all these questions yet, and we must realise that we are pioneering also compared to other member states. And the proof of the pudding is probably within the eating. 

�


Choice of standards and products

Focus on labour rights in global supply chain
(not for ILO convention 94, not for labour market policy)

1. General contractclause for all purchases:
> ILO Core Labour Standards and UN Human Rights

2. For certain products extra standards apply:

» Occupational health and safety, working hours, living wage/living
income or fair trade

» Selected products: coffee, tea, cocoa, textiles, natural stone and
flowers

Why these? Because of existing supply chain initiatives.


Presenter�
Presentation Notes�
We decided to focus on the most severe violations of social standards in international supply chains. The fundamental ILO standards and human rights must be applied with respect to all productgroups. With respect to sectors within which social sustainability has to a large extent been incorporated, additional labour standards will be applied. This is limited to occupational health and safety, living wage and working hours. If fair trade certification exists fair trade standards will be an additional social criteria as well. As a start  we will limit the amount of products for which additional ILO standards will be applied to six products. These still need to be selected but will probably be confined to coffee/tea/cocoa, clothing, flowers and natural stone. 

So we have decided not to include labour market inclusion aspects within our product criteria. The reason for this is that we believe that it is not possible to develop generic criteria for this since it depends very much on the local circumstances and social policy of the individual governments. We will develop a guidance for governments on the legal aspects of labour market inclusion. Concerning other social issues, more or less related to the working environment  in the Netherlands we believe that this is sufficiently regulated in laws, regulations and collective labour agreements.

�


Policy approach

Primary responsibility lies with supplier

Best effort obligation for supply chain
responsibility

Process approach, no guarantees required

Transparency through public report:
trade unions and NGOs are watchdog

Key role for supply chain initiatives that
meet quality conditions (i.e. multi stakeholder)



Legal approach

NL has to comply with EU procurement rules.
NL made safe choice to include social standards in
Contract Performance Conditions

Approach needs to be:

» Proportional > therefore financial threshold, simple
reporting format

» Non discriminatory > no selection of suppliers beforehand
» Indicated in the procurement notice

Financial treshold: norm for EU public procurement
(circa 135.000 euro)


Presenter�
Presentation Notes�
We have chosen for structural change of market behaviour and therefore we incorporate social standards as contract performance clauses. We have had quite some discussions going on with our legal advisors at the ministry departments. In our methodology for PP we integrate green criteria either as selection criteria,  technical specification or award criteria. Most lawyers agree that this approach is not feasible or too risky for social criteria due to the principle of proportionality. Criteria have to be directly linked to the subject matter and concerning social aspects this link is difficult to construct. The EU Commission shares this same opinion. Therefore we have decided to integrate social criteria as contract performance conditions. They will be applied to all productgroups, Standard contract clauses and a standard self declaration will be developed in order to facilitate public purchasers in applying the social criteria. Since the criteria have to be proportional we have decided to apply social criteria only with respect to contracts above the EU threshold. We will further develop a simple reporting format and will not require an external audit declaration.

An important aspect of our approach is the fact that we do not make a selection of suppliers on beforehand. Each company is able to subscribe to the tender even companies that have not done anything yet about social sustainability. This has to do with the underlying policy that we want to realise a structural change of market behaviour. Our criteria will be an encouragement to all companies to set up sustainability policies and practices.

Since we are pioneering we would like to have our approach validated by the Commission. We therefore have started an informal consultation of DG Internal Market. We also have contacts with DG Employment since they are in the process of developing a Handbook on social PP and we want to encourage them to also include international supply chain aspects. 

�


Role supplier: supply chain responsibility

Process based approach:
» endorse social standards
assess risks
roll out in supply chain through contract
monitor and improve

public report, either to buyer or in CSR paragraph of annual
report

vV V V V


Presenter�
Presentation Notes�
We believe it is impossible for companies to ensure full compliance with the social standards in their supply chain. Therefore we have adopted a process based approach on social standards. The emphasis is on continuous step-by-step improvement. This means that we do not require that contractors fully comply with the ILO labour standards and human rights but that they endorse the social standards, that they make Social Criteria part of their business terms and conditions for Suppliers and Producers, that they monitor the achievements in their supply chain, make improvements where necessary and that they publicly report on the results. 

This last aspect is very important since the primary responsibility lies with the contractor. He has a best effort obligation to achieve the social standards and has to give account on how he does this. By means of the public report he can be held accountable by NGOs, media or other companies for his achievements. We call it a beep system meaning that it is not left to the public purchaser to find out if a product is socially sound but that the contractor takes account of signals from society suggesting that the Social Criteria are not being implemented effectively. 

We encourage adoption of existing practices pursued by companies and NGOs with regard to sustainable supply chain management and Fair Trade certification. This aspect is still a political discussion point, since we want to make a distinction between different types of sector initiatives. We believe for example that a multistakeholder initiative with independent verification is more reliable than a purely business initiative. Therefore we want to make a distinction between approved and other initiatives. Members of an approved initiative have conclusive evidence that they comply with the social criteria and do not need to make a separate report. Others may still be held accountable or will be asked to produce additional evidence.

Doel: Toewerken naar betrouwbare sector initiatieven, vgl ook IDH

Relevante stakeholders

Dekken de ILO fundamenteel af

Gericht op (onafhankelijke) verificatie in de keten

Jaarlijkse publieke verslaglegging

�


Verification

Light regime, if no risk foreseen

1. ”’No risk” declaration by supplier > high trust
or

2. Membership qualified social initiative/label

Heavy regime, if risk foreseen or uncertain

1. Risk assessment, plan of action, public report
or

2. Membership qualified social initiative/label



Supply chain initiatives

Government set conditions for initiatives to qualify:

» multi stakeholder

» CLS in line with ILO interpretation
> reliable verification procedure

» annual public report

Government will consult with social partners and NGOs in
procedure for qualification.
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Role purchasing officer (buyer)

» Include policy on social procurement in the procurement notice
» Attach contract performance conditions on social standards

» Central publication of all contracts, transparent for civil society
» Monitor and assess the suppliers’ public report

» Refer signals from civil society to suppliers, ask for reaction

» Enforce in case of alleged violation


Presenter�
Presentation Notes�
We try to make life as easy as possible for them and therefore we will develop several formats: standard contract clause and self declaration which they will only need to add to their contract. A format for the contractors public report. The role of the purchaser will be to monitor the public reports and to make inquiries if he receives information that something may be wrong in the contractors supply chain. If no adequate answer is received he can ask external advise or start an audit at the producers company or at last resort give a fine or end the contract.

�


Milestones in policy development

>
>
>
>
>
>

» Summer 2010: social procurement in action
» 2012: evaluation

May 2008 political agreement on policy framework
October 2009 political agreement on implementation
February 2010 parliamentary consent

Finalising contract clauses

Recognition of supply chain initiatives

Helpdesk and training for purchasing officers


Presenter�
Presentation Notes�
This has been the process up till now and the steps still to take. The proposal will be discussed in the Cabinet tomorrow! We hope to be able to apply the social standards by start of 2010.�


Intended market response

>
>
>
>
>
>

Higher awareness among suppliers, i.e. risk assessment
Higher awareness among government buyers

More suppliers join chain initiatives

More and better chain initiatives, i.e. multistake holder

More effort for working out social standards, i.e. “living wage”
More effort for compliance, i.e. from watchdogs



Thank you!

Jos Huber
ahuber@minszw.nll
0031 (0)70 3335392

ICLEI conference Zurich October 23, 2009
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