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What is Environmental Purchasing?

Environmental purchasing is the inclusion of environmental factors in decisions on purchasing of products and/or services. It is sometimes called green, sustainable or environmentally preferable purchasing. The aim of considering environmental factors in purchasing is to buy products or services that have less impact on the environment and human health compared with competing products or services that serve the same purpose.

The focus of environmental purchasing can vary, depending on the preferences of the organisation involved. Many organisations have emphasised the purchase of products made from recycled materials. Others pay special attention to the selection of energy efficient and/or water efficient products. Still others have a particular concern about reducing hazards from chemicals. The Commonwealth Government, as part of its Government Sustainability Program, is promoting environmental purchasing to address a wide range of environmental issues.

Rationale and Benefits of Environmental Purchasing

The Commonwealth Government is the largest purchaser of goods and services in Australia. It can use its purchasing power to achieve substantial environmental benefits and at the same time reduce its costs. Environmental purchasing can achieve a number of benefits:

· reduce energy and water consumption (which can reduce costs)

· improve the efficiency of resource use

· reduce waste (which can reduce waste disposal costs)

· reduce environmental health impacts of products and services

· reduce pollution

· provide markets for new environmentally preferable products

· ‘close the loop’ on recycling, improving the viability of recycling activities

· provide leadership to the community

· encourage industry to adopt cleaner technologies and produce products with lower environmental impacts

Reducing environmental health impacts and pollution can reduce costs to the Australian community for addressing these effects. In addition, by creating markets for new products, environmental purchasing can contribute to the establishment of new local businesses and jobs.

Environmental considerations can easily be integrated with other requirements, such as safety, price and performance in selection of products for purchase.

The Commonwealth’s Environmental Purchasing Program

The Commonwealth Government aims to improve the implementation of Ecologically Sustainable Development (ESD) principles within Government departments and agencies. As part of that effort, it has established a Government Sustainability Program. One aspect of that program focuses on purchasing. Commonwealth procurement policy requires that Government agencies, within the context of obtaining Value for Money, take account of relevant environmental policy, legislation, and targets set by the Commonwealth in purchasing activities. The Government Sustainability Program includes a web-based environmental purchasing program that is available to help buyers implement environmental purchasing. 

Policy requirements

The Commonwealth Procurement Guidelines (CPGs) describe the full framework for the Commonwealth’s procurement system, which is governed by the core principle of obtaining Value for Money in a broad sense.  The CPGs state that, in determining Value for Money, “officials should be aware of any relevant environmental legislation and targets set by the Commonwealth, and ensure they take into account matters affecting the environment or the national estate when formulating [procurement] requirements. They should include relevant environmental criteria in specifications and requests for tender.”  

A number of other Commonwealth policies place more specific obligations on Government purchasers in relation to the environment. Some of these are listed below.

	Document
	Issue
	Requirement

	Measures for Improving Energy Efficiency in Commonwealth Operations
	Energy and greenhouse emission reduction
	Target of less than 10,000 MJ per person per year by 2002 for tenant’s light and power use in Commonwealth office buildings.

	
	
	All new appliances to have 2-star or better Energy Rating under the Appliance Energy Efficiency Rating Label Scheme. 

	
	
	Departments and agencies to purchase only office equipment that carries an ‘Energy Star’ label, where it is available and fit for purpose.

	National Government Waste Reduction and Purchasing Guidelines
	Waste reduction
	Agreement to work towards whole of government waste reduction and purchasing policies; individual agencies to adopt waste reduction and purchasing plans; effective monitoring and reporting systems to track implementation.

	National Packaging Covenant
	Reduce the environmental impacts of packaging
	As a signatory, the Commonwealth has agreed to facilitate implementation of purchasing policies for recycled goods.

	Environmental Protection and Biodiversity Conservation Act 1999
	Environmental reporting
	Commonwealth agencies to include information about their performance on Ecologically Sustainable Development (ESD) principles in their annual reports.

	Commonwealth Procurement Guidelines
	Life-cycle costing
	“Officials buying goods and services need to be satisfied that the best possible outcome has been achieved taking into account all relevant costs and benefits over the whole of the procurement life cycle.”

	National Greenhouse Strategy
	
	Encourages purchasing which takes into account operating energy costs as well as capital cost for assessment and selection of tendered goods and services.

	Other
	Environmental Management Systems
	Government has encouraged all departments and agencies to:

join the Greenhouse Challenge Program; and 

implement an environmental management system and accredit one large site by Dec 2003.


Model Chief Executive Instructions

Departments and agencies may reinforce Commonwealth policy requirements to take account of environmental issues in purchasing activities through their Chief Executive’s Instructions (CEIs). Under Section 52 of the Financial Management and Accountability Act 1997 (FMA Act) and the subordinate Regulation 6, Chief Executives of departments are authorised to issue CEIs to their department on a range of issues, including:

· spending public money;

· ensuring or promoting the proper use and management of public money; and

· ensuring or promoting proper accountability for the use and management of public money.

Chief Executives may issue instructions to clarify how environmental issues should be considered in purchasing and how this consideration should be reported. Chief Executives are invited to contact Environment Australia for assistance in formulating CEIs in relation to environmental purchasing.

 Principles of the Environmental Purchasing Program

The value of environmental performance 

The Commonwealth Procurement Guidelines state that “value for money is the core principle governing Commonwealth procurement” and they make clear that “the lowest price is not necessarily an indicator of best value for money”. 

Good environmental performance can be considered to add value to a product. An environmentally preferable product may, for example, reduce the risk to employees, contractors and the environment associated with product use. It may make more efficient use of energy, water and materials – and efficiency normally leads to lower costs, particularly on a whole of life basis. Evidence from studies in Australia and overseas have indicated that a high standard of environmental performance by a service provider may be associated with a high standard of management generally, and therefore represents reduced risk and better quality service for Commonwealth agencies.

In many cases, an environmentally preferable option will reduce costs, either initially or over the life of the product. But even where an environmentally preferable product or service costs more than a conventional product or service, consideration of value for money requires purchasers to give due regard to the benefits obtained from good environmental performance. For example, although it may sometimes cost a bit more to enter into a contract to recycle paper and other wastes rather than run a single contract with all wastes discarded to landfill, there are clearly environmental benefits from recycling, which need to be considered. 

A life cycle approach

Environmental purchasing is based on reducing the environmental impacts of products and services. Such impacts may be associated with any stage in the production, use and disposal of a product. Environmental purchasing therefore considers impacts throughout a product’s life cycle. Issues related to different stages of the life cycle might include:

	Life Cycle Stage
	Environmental Issue

	extraction of resources/harvesting of raw materials
	pollution and ecological disturbance resulting from mining/harvesting

	processing of raw materials and manufacture of components
	pollution and generation of hazardous wastes

	manufacture of the product
	choice between virgin material/recycled material/post-consumer recycled material

	use of the product (including any inputs such as energy, water, chemicals)
	energy consumption and greenhouse gas emissions

	recycling of the product or its components
	reduced dependence on virgin resources

	disposal of the product
	pollution and amenity impacts of landfilling 


Environmental life-cycle assessments of products have shown that the environmental impacts created when a product is used are often much greater than those resulting from manufacture of the product. This is generally the case for products that use power, water, fuel or other consumables. Similarly, the costs of such consumables over the lifetime of a product may be far greater than the initial cost of the product. It is therefore important for a purchasing evaluation to take the costs of these consumables into account when comparing products. This can help ensure that the most environmentally appropriate product is purchased.

It is Commonwealth policy to assess Value for Money on a whole of life basis so that all costs and benefits across the procurement cycle can be adequately considered. The Department of Finance and Administration has further guidance on Whole of Life Costs in relation to Value for Money, and the Australian National Audit Office has produced a Life-Cycle Costing Better Practice Guide to help Government departments comply with this policy.

It is important to note that these costing procedures only take account of directs costs to the Commonwealth Government. They do not assign costs to the environmental impacts associated with the life cycle effects of the product, that is to the environmental costs of resource extraction, manufacture, use, and disposal of products. These external costs are real and are borne by the community as a whole.

The environmental purchasing program described here is based on a life cycle approach and aims to provide both an understanding of whole of life environmental issues and a system for considering them in procurement. It does not, however, encompass detailed life cycle assessment (LCA) of environmental effects. Detailed LCA is very expensive, and results of assessments involving comparison of products may be highly dependent on the assumptions and the data used in the analysis.

Supply chain management

Consumers and investors are increasingly judging organisations by the activities of their suppliers as well as the organisations own activities (eg child labour practices of suppliers to manufacturers). As a result, environmental purchasing is a growing trend in industry as well as government, forming part of the increasingly common practice of supply chain management. A number of companies are imposing requirements on their suppliers to ensure environmental performance. Some are establishing codes of conduct for their suppliers’ operations as well as their own. 

These companies are saying to their suppliers, ‘if you want to do business with us, you will have to meet certain levels of environmental or social performance in your operations.’ Within Australia, Ford, General Motors Holden, Toyota, Unilever, and Rio Tinto are among the companies imposing environmental requirements on their suppliers. Typical requirements include development of an environmental management system or preparation of a public environmental report. 

Some companies are seeking to improve their own performance by working with their suppliers to incorporate recycled materials in packaging, make other modifications to their products, or to take back packaging after use. As an example, Telstra arranged with a mobile phone manufacturer to take back packaging after delivery to Telstra’s retail operations.

At present, the Commonwealth government does not impose mandatory environmental requirements on its suppliers. It does, however, have a number of programs where it works in partnership with industry to improve the environmental performance of products and services. Examples include the Eco-Efficiency Program of Environment Australia, the Energy Efficiency Best Practice (EEBP) program of the Department of Industry, Tourism and Resources, and a number of programs of the Australian Greenhouse Office.
Environmental management systems

The Commonwealth Government has recognised that there are benefits in improved environmental performance by all Commonwealth departments and agencies. In May 2001, it decided that all Commonwealth departments and agencies should be encouraged to:

· join the Greenhouse Challenge Program; and 

· develop an Environment Management System (EMS) by December 2002 and accredit at least one major site by December 2003. 

Environmental purchasing can be an important aspect of both Greenhouse Challenge plans and environmental management systems because it can help reduce the environmental impacts of the activities of a department or agency.

Implementing Environmental Purchasing

Taking the first steps

Environmental purchasing may seem somewhat daunting to purchasers who are not familiar with it, but it is actually no different from any other form of product evaluation done as part of government purchasing. Every purchasing officer has taken account of issues such as safety, appropriateness of use, ease of operation or other factors in evaluating products. Environmental purchasing simply adds a new set of criteria for consideration. In all other respects, environmental purchasing should be no different from any other government purchasing.

Departments may begin an environmental purchasing program by focusing initially on certain types of products or services and expanding to others as they gain experience. Specific Commonwealth policy requirements cover the purchase of energy-using office equipment and appliances, so these may be an appropriate place to start. Alternatively, a department may want to start with products purchased in large quantities or products or services with significant environmental impacts.

Environmental checklists prepared as part of The Environmental Purchasing program may also indicate useful starting places for a departmental program. (Environmental checklists are discussed in detail in later sections of this Guide.)

If there is no environmental checklist available for the product or service types you want to purchase, you may be able to find useful information elsewhere.  Internet searches using key words of the product type, environment and purchasing can be fruitful. Useful Australian resources include the RMIT ‘ecospecifier’ (http://ecospecifier.rmit.edu.au/about_fm.htm) site, which provides guidance on environmental purchasing of building materials, and Choice magazine (www.choice.com.au), which includes environmental issues in some of its product assessments. Useful overseas sites include: 

http://www.epa.gov/opptintr/epp/ http://www.pprc.org/pprc/pubs/topics/envpurch.html
Departments should ensure that existing purchasing policies do not inadvertently hinder environmental purchasing.  For example, unnecessary specifications for high whiteness paper might rule out the purchase of recycled stock.

Sometimes the most environmental solution might involve changing a process or system so that the need for products can be reduced or eliminated. Moving to electronic phone directories or manuals can eliminate the need for use of many paper copies and frequent supplements. In other cases, system changes may allow use of a different type of product that has less environmental impact. 

Obtaining environmental information about products and services

The Environmental Purchasing Toolkit 

(http://www.ea.gov.au/industry/sustainable/govt/tools.html) identifies the types of information that could be requested from suppliers to permit evaluation of the environmental aspects of products obtained through tenders. The size of the order and the nature of potential suppliers should be taken into account when drafting the specification. As an example, on a small printing job, packaging might be a minor issue and it may not make sense to ask printers to supply extensive information on the packaging they use. On the other hand, when developing a specification for large print orders, it is reasonable to ask the printer to provide information on how the printed material or publications will be packaged, and whether, for example, the printer will take back pallets after delivery. 

Even where a purchase is a one-off, and is bought directly, without a tender, some environmental aspects of the product may be readily identifiable. Many appliances have Appliance Energy Efficiency Rating Labels that indicate how well they perform and how much energy they will use in a year. It is an easy matter to compare products with these labels. Similarly, some water-using appliances are labelled with ratings for efficiency of use. Office equipment qualifies to display Energy Star labels if it incorporates provision for a reduced energy or ‘sleep’ mode that uses no more than a specified level of energy.

Product labels may identify use of recycled materials and other environmental aspects of a product. These should be viewed with some caution to ensure that the claims are actually meaningful to the conditions under which the product will be used and that the labels do not ignore significant issues.

Integrating environmental considerations into purchasing 

Departments should include a clear statement in all relevant tenders that gives notice to potential suppliers of the Commonwealth’s intention to consider environmental issues in purchasing decisions.

Environmental factors can be integrated into purchasing decision-making in a number of different ways. The most appropriate approach will vary with the product or service being purchased as well as the department or agency involved. Some options are given below. One or more of these can be used in a given purchasing evaluation.

In some cases, departments or agencies may specify that a product or service must meet specific environmental performance requirements. Bids that do not comply with the environmental performance requirements would be eliminated from the tender process. Examples of such requirements might include: 

· Computers must qualify to carry ‘Energy Star’ labels (this is a requirement of Commonwealth Energy Policy).

· Suppliers of laser printers must guarantee that their equipment is compatible with high quality recycled paper.

· Copiers or printers must provide for duplexing (double-siding). 

Buyers may decide to allocate a specified proportion of the selection criteria to environmental performance. The allocation would vary, depending on the product or service. 

Developing an environmental performance score to be included in product selection can be done in many different ways. The Environmental Purchasing Toolkit on this website provides the framework for a recommended approach.

 http://www.ea.gov.au/industry/sustainable/govt/tools.html

Monitoring and reporting environmental purchasing activities

Under the Environment Protection and Biodiversity Conservation Act 1999 (EPBC Act), Commonwealth departments and agencies are required ‘to include in their Annual Reports a section detailing the environmental performance of the organisation and the organisation’s contribution to Ecologically Sustainable Development (ESD).’

For many departments and agencies, normal office operations may be a significant aspect of their environmental performance, through use of energy and other resources. Environmental purchasing can help to reduce the environmental effects of departmental operations. Departments should therefore include details of their environmental purchasing activities within the environmental writeup in their annual report.

To make meaningful reporting possible, departments may establish simple programs for monitoring environmental purchasing. These could include keeping records of inclusion of environmental provisions in specifications, tenders or contracts and purchases of energy efficient products, products made from recycled materials, or other environmentally preferable products, etc.

Training for environmental purchasing

Departments should ensure that training providers are aware of the Government’s environmental and sustainability policies, and of the contents of this Guide. Some departments may find it useful to hold training sessions on particular aspects of environmental purchasing.

The Environmental Purchasing Toolkit

Introduction

The Environmental Purchasing Toolkit is designed to help purchasers consider environmental issues when purchasing a selected range of products and services. Its web address is: 

http://www.ea.gov.au/industry/sustainable/govt/tools.html

The provision of tools for environmental purchasing supports the e-procurement direction taken in the development of the Commonwealth Electronic Tender Service (CETS).

Buyers may choose to incorporate parts of the toolkit into their existing purchasing systems. Alternatively, the toolkit can be used to undertake a stand-alone environmental evaluation of selected products and services. A flow-diagram given at the end of this section summarises options for using the toolkit. 

The environmental purchasing toolkit comprises:

1. environmental checklists;

2. environmental specifications;

3. evaluation worksheets and summaries;

4. life-cycle costing estimation worksheets (for relevant product types).

These components are described below. 

Environmental checklists

Environmental checklists briefly present important environmental criteria for evaluating a product or service, together with supporting environmental information, relevant Commonwealth policies and, where applicable, testimonials and tips for purchasers and users. 

An initial set of environmental checklists available for use covers the following types of products and services: (Additional checklists may be added in the future.)

Products

· Office equipment (including computers, monitors, photocopiers, printers, plotters, fax machines, scanners, multi-function devices and mainframes) 

· Office equipment consumables, such as toner for printers and copiers

· Refrigerators 

· Dishwashers 

· Task lighting /desk lamps

· Paper and cardboard 

· Recycled products (encompassing a wide range of products that are available made from recycled materials)

· Packaging 

Services

· Printing services 

· Waste management services 

· Cleaning services 

· Building management services

New checklists will be added over time.
Show me a sample checklist
At the Environmental Purchasing website, buyers can  find out whether a checklist is available for a given product or service, by either:

· selecting from the appropriate menu; or

· searching by product or service name.

Environmental specification

The environmental checklist criteria provide a basis for generating specification language – what questions to ask in a tender and what type of information to require bidders to provide. 

The criteria are assigned relative weightings, depending on their environmental importance. Default values are given based on a qualitative assessment by EA, AGO and their consultants. Purchasers can amend these if they hold different views about the relative importance of the various criteria. A buyer may decide, for example, to reduce the default weighting allocated to noise produced by a piece of equipment if the equipment will always be located well away from staff.


Show me a sample environmental specification

Evaluation worksheets and summaries

Evaluation worksheets provided as part of this program can be used to simplify the evaluation and comparison of products or services offered in response to the inclusion of environmental specifications in a tender. Information provided by suppliers is entered on to the worksheet, and then environmental performance of the products offered is compared. 

In some cases the information may need to be interpreted before being entered – the worksheet will assist in making this interpretation. For example, buyers may be asked to rate whether a supplier’s response on a specific issue is good, average or poor. 

The worksheet automatically calculates scores for all criteria based on the information entered. 


Show me a sample evaluation worksheet

The results of this evaluation are shown in a summary that provides total scores for each bid against all the environmental criteria. This makes it possible to see how each product or services scores on each of the criteria. 

The scores are multiplied by the weightings assigned to the criteria, and these are added together to yield an overall environmental performance rating. 


Show me a sample evaluation summary

Life-cycle costing worksheet

Some products require ongoing expenditures after their initial purchase to cover inputs of energy, water, and/or consumables, as well as maintenance, disposal at the end of life, and other factors. Evaluations of  particular types of products need to take account of these ongoing expenditures because there may be considerable variation between different products. 

Life-cycle costing worksheets are provided for products where there may be environmental implications of ongoing expenditures. [Under Commonwealth Procurement Guidelines, purchasers are required to consider life-cycle (whole-of life) costs for all products, but worksheets are provided here only for products where life-cycle costs may have environmental implications.] Extensive detail on life-cycle costing is available in the Life-Cycle Costing Better Practice Guide and the Department of Finance and Administration’s CTC Best Practice Guide webpage.

Information provided by bidders is first used to estimate environmentally significant annual costs (eg for electricity, water, etc.) These estimates are carried into a life cycle costing worksheet that also includes purchase price, maintenance, etc. Additional cost components can be added if required. The outputs of the life-cycle costing worksheet are single net present dollar values for each product tendered. The life cycle costs of each product can then be compared. As noted earlier, these life cycle costs only take account of direct expenditure by the Commonwealth Government. They do not account for external environmental costs associated with the life cycle of the product.


Show me a sample of a life-cycle costing worksheet

Using the Environmental Purchasing Toolkit

The following diagram shows how buyers can use the Environmental Purchasing Toolkit to include environmental factors in purchasing decisions. By following Steps 1 to 9 in the left hand column, purchasers can derive an environmental performance score to be integrated into the product selection process (see section on Integrating environmental considerations into purchasing above). Alternatively, some buyers may choose to use only portions of the toolkit, as indicated by the steps in the right hand column. 

A step-by-step guide to using the environmental purchasing toolkit

Glossary

Environmental impact
Any change to the environment, whether adverse or beneficial, wholly or partially resulting from an organisation’s activities, products or services.

External costs
Costs to society that are not reflected in market transactions. Pollution represents an external cost because damages associated with it are borne by society as a whole and are not reflected in market transactions.

Life-cycle assessment
Compilation and evaluation of the inputs, outputs and the potential environmental impacts of a product system throughout its life cycle.

Life-cycle costing
The process of assessing the cost of a product over its life cycle. (This guide uses a narrower form of costing, also usually called life cycle costing, which only covers the direct monetary costs to the purchaser associated with the initial purchase and ongoing consumables, such as energy, etc.)

Supply chain
network of participants involved in processes and activities delivering value in the form of products and services to users.







































Step 3:  Check if an environmental checklist has been prepared for the product or service you are purchasing. Either � HYPERLINK "http://www.ea.gov.au/industry/sustainable/greening-govt/index.html" ��select� from the appropriate menu or � HYPERLINK "http://www.ea.gov.au/industry/sustainable/greening-govt/index.html" ��search� by product or service name.








Step 2:  Go to the environmental purchasing toolkit section of the Government Sustainability Program website





Step 4:  Read the checklist criteria and supporting information as applicable.





Step 5:  Click on generate an environmental specification.








Step 5:  Use the checklist criteria and supporting  information in developing your specification.





Step 6:  Adjust criteria weightings if appropriate. Use parts of environmental specification in developing your overall specification.





Step 6:  Adjust default criteria weightings if appropriate. Issue the environmental specification.





Step 7:  On receipt of bids, click on generate an evaluation worksheet. Enter the required information. 





Step 7:  Evaluate responses using your normal evaluation tools.





Step 8:  Click on generate a life-cycle costing worksheet if prompted.





Step 9:  Use the overall environmental rating and, if applicable, the estimated life-cycle cost in your purchasing decision.





Step 9:  Use the environmental information and, if applicable, the estimated life-cycle cost in your purchasing decision.





Step 8:  Click on generate a life-cycle costing worksheet if required.








Step 1:  Consider how you will integrate environmental considerations into your purchasing decision. Nominate a percentage weighting to be allocated to environmental performance if required.
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