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narrower clearances reduce predator and human activities that can put sensitive
species, such as caribou, at risk (Suncor, 2006).

» Forty-three restaurants in the Greater Vancouver area have signed on to the
Vancouver Aquarium's Ocean Wise program, a conservation effort to help restaurants
and their customers make environmentally friendly seafood choices. Through the
program restaurants indicate they are sourcing from sustainable fisheries that are
abundant and resilient to fishing pressures, well managed, harvested in a method that
ensures limited bycatch on non-target and endangered species, and that ensures there
is limited habitat loss associated with the harvesting method (Vancouver Aquarium,
2006).

+ Wal-Mart is introducing the Marine Stewardship Council's independent blue eco-label
on ten fish products in its stores across the US (Ethical Corporation, 2006, p. 4).

« Through educating clients on environmentally sound paper choices, Hemlock Printers
Ltd., based in Burnaby, BC, has seen more than a 36% increase in the amount of FSC
certified paper purchased in 2006 compared to their purchases in 2005. This increased
client demand for FSC certified papers resulted in purchases of over 715,000 Ibs of
FSC certified paper from more than 120 different clients. Of these FSC certified paper
purchases in 2006, over 535,000 Ibs was post-consumer recycled fibre and over
180,000 Ibs was fibre from FSC certified forests and other controlled sources. As a
result of the post-consumer content in their FSC certified paper purchases in 2006, the
following natural resource use reductions were realized: 6,240 trees saved, 4,469
million BTU's of energy reduced, 2,340,679 gallons of water saved and 300,576 Ibs. of
solid waste kept from landfill (Information from Hemlock Printers representative
November 2006. Environmental impact estimates were made using the Environmental
Defense Paper Calculator. For more information visit http://www.papercalculator.org).

Environmental Benefits in Summary

Sustainability purchasing benefits the environment, and environmental benefits can
translate into financial and management benefits for organizations and communities.
Sustainably-sourced goods and services place less burden on water and energy
resources and reduce the amount of waste that the natural environment must assimilate.
By becoming material and energy efficient through sustainability purchasing,
organizations can demonstrate their environmental commitment and save money over
the long term. Biodiversity can be enhanced and species preserved through
sustainability purchasing.
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® Socio-Economic Benefits

Sustainability purchasing practices provide many benefits for an organization’s
employees, the economy and communities. A commitment to sustainability purchasing
can help spur the growth of sustainable technologies and businesses, thereby advancing
a sustainability marketplace and economy. Employees that enjoy safer, healthier
workplaces are happier and more productive. Sustainable products and services benefit
the economy by providing local economic growth and creating economic opportunity for
vulnerable populations. They also promote healthy lifestyles, help resource social
programs, support fair wages and healthy work practices and improve socio-economic
conditions in the developing world.

% Improves Wage Levels and Working Conditions and Advances
Human Rights

Sustainability purchasing supports the implementation of international labour standards
resulting in better working and environmental conditions and fair wages for workers
domestically and in less developed countries. It can also support the human rights of
citizens. Referred to as “ethical sourcing”, standards can include provisions prohibiting
child labour, upholding human rights, and creating mechanisms to prevent corruption
and bribery. Setting high standards for suppliers helps organizations safeguard against
risk, align with their ethical values and ensure safe and productive working environments
for employees while advancing human rights globally.

Organizations with ethical sourcing programs typically require their suppliers (through
supplier codes of conduct) to conform to labour standards set by the International
Labour Organization (ILO). As described by the ILO, the benefits of international labour
standards provide:

+ A path to decent work: jobs and working conditions in which people can work in
freedom, safety and dignity;

- An international legal framework for fair and stable globalization: economic growth
and development go along with the creation of decent work;

- A level playing field: it is in everyone's interest to see the rules applied across the
board;

+ A means of improving economic performance: compliance is often accompanied by
improvements in productivity and economic performance;

- A safety net in times of economic crisis: strengthening social dialogue, freedom of
association, and social protection systems can provide better safeguards against
economic downturns;

« A strategy for reducing poverty: a market governed by a fair set of rules and
institutions is more efficient and brings benefit to everyone, and the labour market is
no different;

« The sum of international experience and knowledge: international labour standards
represent consensus of governments, employers and workers, in consultation with
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experts from around the world, on how a particular labour problem could be tackled
at the global level (ILO, 2006).

Sustainability purchasing promotes worker health and safety and high standards for
working conditions. When purchasing policies support the purchase of local and
Canadian products and services, organizations know that they are supporting high
Canadian employment and environmental standards. Further from home,
sustainability purchasing raises the bar for labour practices and environmental
conditions that often otherwise go unseen in markets far from the factories where
products are manufactured.

Safer, healthier employees are happier and more productive. They have a greater
stake in the organization when it makes choices that benefit employee health, safety
and well-being. Employees might not see that a business is installing daylighting
features and improving air quality to increase their productivity, but they will certainly
appreciate better air and light and the improved working conditions that result.

WConsider This:

« Liz Claiborne was drawn into an international public relations crisis in the early 2000s
when workers at their major supplier's Guatemalan factories complained about
workplace practices and serious human rights abuses. To address their concerns,
the factory workers began a unionization drive. According to the Fair Labour
Association, factory management initiated an anti-union campaign, including the
circulation of propaganda, threats to blacklist trade union officials, pressure for
workers to sign documents expressing opposition to the union, assaults and death
threats. Representatives from Liz Claiborne, police, government and other trade
unions began monitoring the tension. Through multi-stakeholder partnerships and the
assistance of the Fair Labour Association, the first collective bargaining agreement in
Guatemala's maquila sector was signed, guaranteeing basic working conditions.
Through the crisis and resolution process, the Liz Claiborne brand moved
successfully from “risk to rescue” (Fair Labour Association 2006).

- Social audits of four factories in China conducted in 2005 by Verité for a well-known
US apparel brand found a number of Supplier Code of Conduct violations, including
underpayment of wages, excessive working hours and double-bookkeeping.
Through worker interviews, Verité gathered information that contradicted
management's reports and was able to quantify the underpayment. As a result,
workers were given back pay that they were owed (Personal communication with
Verite representative, Dec. 5, 2006).

& Improves Employee Health and Safety

Sustainable purchasing can improve employee health and safety by ensuring that
products are of the highest environmental quality. Switching to “green chemicals” and
environmentally friendly cleaning products are ways that organizations can ensure
employees are not exposed to toxins in the workplace.

WConsider This:

Page 33 of 60



Business Case Guide
® Section 2

Benefits of Sustainability Purchasing

+ New York's Schlegel Corporation manufactures EMI shielding products for the
electronic industry, urethane foam weather-stripping for doors and windows, extrudes
plastic trim material for the automotive industry and weaves textile products for the
photocopy industry. The use of a toxic solvent (methylene chloride) in the
manufacture of urethane foam exposed workers to numerous potential long-term
adverse health effects, including central nervous system, reproductive, liver, and
kidney toxicity, and carcinogenicity (Rudera, 2006). Schlegel substituted it with a
chemical mixture with low toxicity and fewer health concerns. As a result, they
eliminated fugitive emissions of methylene chloride, improving process safety by
eliminating employee exposure and reducing associated employee health exposure
monitoring costs (New York State Governor's Awards, 1997; Rudera 2006).

+ As part of its Pollution Prevention Program, MIT developed a tool, the Green
Chemical Alternatives Purchasing Wizard, to reduce hazardous waste in its research
labs. Itis a web-based tool, a guided process that allows the user to search from a
select list of solvents commonly used in the laboratory and identifies less hazardous
and more environmentally benign chemicals or processes that may be substituted.
The tool is available for public use:
http://web.mit.edu/ENVIRONMENT/academic/purchasing

« In 2002, the Burnaby School Board's joint Occupational Health and Safety
Committee, working with the Labour Environmental Alliance Society (LEAS),
discontinued using a carpet stain remover and an-all purpose cleaner, after
learning that the one contained a possible human carcinogen and the other a
liver and kidney toxicant. The cleaners were replaced with non-toxic
products, providing health and environmental benefits for both employees and
students at Burnaby Schools (information provided by LEAS, November 2006).

* In 2005, the BC Nurses Union worked with LEAS to review cleaning products
used by the building management company, Colliers, at the union’s provincial
headquarters building. After four toxic products in current use were
identified, Colliers, the union and the cleaning contractor agreed to
institute a new green cleaning program using only EnviroChem brand products,
whose cleaners carry the Envirochoice ecologo (information provided by LEAS,
November 2006).

+ The City of Vancouver approved an Ethical Purchasing Policy in 2005 that set out a
Supplier Code of Conduct (SCC) based on the ILO standards. As part of the process,
the City’s evaluation committee visited suppliers’ premises. The committee came
across workplace conditions at two BC-based supplier locations that did not meet the
City’s SCC criterion. Specifically, one site contained a high level of fumes in the
production area, while the other was deficient in its work practices with respect to fire
regulations and employee safety. The City advised the suppliers they needed to
correct the respective deficiencies or the contract would be discontinued. To satisfy
compliance, one supplier installed an exhaust system while the other tightened up its
fire and safety practices. When the contract awards were made, both suppliers were
successful in being awarded four-year contracts (City of Vancouver, 2006a).
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PROFILE: Social Benefits of Sustainability Purchasing - Supplier Codes of Conduct

Many companies, especially clothing, footwear and toy retailers, are implementing Supplier
Codes of Conduct (SCC) to address environmental, health and safety, and human rights issues in
the supply chain and avoid the risk of tarnishing their brands by being associated with sweatshop
factory conditions (Drickhamer 2002). An SCC ensures that labour, human rights and
environmental standards are communicated to existing and potential suppliers, and provides a
way for factory conditions to be audited against a specific standard. The process of factory
auditing provides purchasers with an opportunity to positively affect local social conditions.
Offences that audits can uncover include:

+ Child or juvenile labour abuses
« Bené€fits violations

« Environmental hazards

« Excessive work hours

« Freedom of association issues
« Harassment

» Minimum wage violations

« Non-remuneration of wages

Although some purchasers have zero tolerance policies around SCC violations, terminating the
relationship with suppliers when violations are found, others work with their suppliers to make the
necessary changes, resulting in positive social benefits for workers in their factories. Changes are
recommended, and factories are given a recommended implementation timeline.

According to the independent social auditing organization Verité, “[slJome changes, such as
mounting fire extinguishers, are relatively straightforward. Others, such as addressing harassment
issues or developing and implementing management systems are more complex and require
training or other services to ensure that requirements are met. In such cases, Verité works with
the client company and local NGO (non-governmental organization) partners to select the most
appropriate field-based experts to design and implement a remediation program” (Verite). Such
remediation programs have included on-site factory-sponsored schools for underage workers and
workers' rights education programs.

As one of the first large manufacturers to develop and publicize a formal code of conduct for their
contract manufacturers, Levis Strauss Co. shows how an SCC and associated remediation
programs can have positive social impact. After factory evaluations in Bangladesh revealed the
use of underage workers, rather than dismiss the employees and risk their further exploitation and
economic hardship, the company worked with the factory to develop a solution: “The factory
agreed to stop employing underage workers, and to continue to pay a salary to the girls, provided
that they attend school. Levi Strauss & Co. paid for tuition, books, and school uniforms for the
girls. The contractors, in turn, pledged jobs for the girls after completion of their schooling”
(University of Minnesota Human Rights Library, no date).

In another example, Levi Strauss & Co. worked with a contractor to make safety improvements —
redesigning the floor space, improving access to exits, and developing an emergency
preparedness and evacuation plan. When the area was rocked by a severe earthquake soon
after, all employees were able to safely exit the factory — and the changes initiated were credited
with preventing injury or death to the workers at the factory (University of Minnesota Human
Rights Library, no date).

Box 3: Social Benefits of Sustainability Purchasing - Supplier Codes of Conduct
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& Develops Markets for Sustainable Products

Sustainability purchasing stimulates demand for sustainable products, resulting in
growth of the sustainability supply sector. It also promotes sustainable product
innovation, and enhances access to sustainable products by reducing price premiums
where they exist.

Stimulates Demand for Sustainable Products and Growth of Sustainability
Sector

Widespread sustainability purchasing activities can stimulate efforts to create
innovative products and services with reduced environmental and social impacts.
Those at the forefront of sustainability purchasing contribute to the dissemination of
sustainable products and technologies by proving their effectiveness in a real-world
context (CEC, 2003, p. 3). Purchaser uptake of new environmental and social
technologies results in their increased commercialization, thereby stimulating
expansion of the clean technology sector, growth in trade, investment and jobs, and
enhanced national competitiveness. On a macro scale, such activity promises to
create the impetus for the emergence of a sustainability economy through
commercial relationships in the supply chain.

W Consider This:

- American-made computers are now more energy efficient because of the US
government’s sustainability purchasing programs. Some computer manufacturers were
reluctant to design energy-efficient machines, believing that no market existed for
them. The federal government’s $5 billion USD in annual purchases represents
approximately seven percent of the world market, so once they expressed their
preference for energy-efficient computers, manufacturers began producing them. The
computers are now available to any consumer at no additional cost (Government
Procurement, 2002).

» Global production of organic cotton totaled 6,400 metric tons five years ago and
demand was such that some organic farmers could not find buyers. In 2006 Wal-Mart
predicts they will acquire 6,800 metric tons, well over the 2001 figure, and they have
further committed to buy organic cotton for five years, assuring farmers a market for
their crops (Gunther, 2006, p. 7).

Sustainability purchasing ensures that manufacturers know what the market wants
and what organizations are willing to pay for. Under the right conditions, purchasing
organizations will pay a small cost premium for products or services with better
environmental or social attributes. Suppliers need this signal in order to adapt their
product or service offering, without which they will continue with traditional practices.

Stimulates Sustainable Product Development

Working with suppliers often leads to product innovations. Closer relationships
between buyers and suppliers results in buyers bringing their issues to suppliers,
advising them of their sustainability requirements and the problems they are trying to
solve. An example from the green building industry is illustrative. BASF, a
multinational manufacturer of chemicals, plastics and other products, is influenced by
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its purchasers to create new sustainable products. As noted on p.21, when Tridel
Condominiums wanted to improve the energy performance of their new buildings by
reducing heat loss through the walls, they worked with BASF to create a new spray
foam insulation product (James, 2006) that was commercialized for sale to other
buyers.

Enhances Access to Sustainable Products by Lowering Costs

When more organizations engage in sustainability purchasing, they create a larger
market for sustainable products and services, the demand for which generates larger
volumes and lowers prices.

%Consider This:

« Canada’s single largest buyer and property manager, the federal government, has
adopted a green procurement program, creating significant economies of scale for
sustainable products and services. The federal government is using the power of their
annual product and service spending envelope of $11.6 billion CDN to both promote
and lower the cost of sustainable products and services (CEC, 1999).

When large governments, institutions and businesses buy sustainable products and
services, they lower the cost of production by increasing demand, thereby lowering
their organizations’ procurement costs and further stimulating demand for, and
access to, sustainable products and services.

& Promotes a Strong Local Economy and Reduces Local Taxes

Often one of the criteria for sustainability purchasing is to ‘buy local’ to support local
businesses, thereby increasing local tax revenues and civic infrastructure, local jobs,
local economic diversification and enhanced community resilience while reducing the
environmental burden of shipping goods long distances. Buying from local firms keeps
money circulating in the local economy, as proven by a measure called the ‘local
multiplier’. The local multiplier is essentially a measure of how many times money that is
spent at a local business circulates to other local businesses before leaving through the
purchase of an import. $1 million spent locally, recirculating eight times, for example,
would act much like $8 million by increasing revenue and income opportunities for local
producers and suppliers. On the other hand, the same amount spent on imported goods
at retailers (or online) with businesses headquartered in other regions would add very
little or no value to the local economy; one million dollars would act just like one million
dollars instead of several million dollars.

WConsider This:

« A study of hotels and bed and breakfasts (B&Bs) in Tayside, England showed that
money spent at locally-owned B&Bs had a multiplier of 80%, meaning that 80% of
revenues were re-spent on local products and services by the B&Bs compared to only
34% of hotel revenues which were spent locally (NEF and TCA, 2002).
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+ A study comparing the economic impact of ten Chicago-area businesses and their
chain competitors found that locally-owned businesses generate a substantial local
premium in enhanced economic impact:

o Forevery $100 in consumer spending with a local business, $68 remains in
the Chicago economy, compared to $43 for spending with a chain business

o For every square foot occupied by a local business, local economic impact is
$179, compared to $105 for a chain business (Civic Economics, 2004)

» Businesses and governments can increase the amount of money being retained in the
local economy of disadvantaged urban and rural areas by fostering links in the local
business supply chain (BITC, 2006).

» Located in south central British Columbia, Canada's largest copper mine, Highland
Valley Copper (HVC) owned by Teck Cominco, has a Code of Business, Environment
and Health and Safety Practices which requires “the support of local communities and
their development by seeking locally sourced goods and services.” In accordance with
this policy, HVC contracted a local nursery owned and operated by the Shackan Indian
Band to provide 35,370 seedlings to re-vegetate disturbed land. In 2005, HVC
purchased over $68.6 CDN million in goods and services from 401 different local
suppliers (Teck Cominco 2005 Sustainability Report, forthcoming).

» De Beers Canada uses sustainability purchasing to support local business and provide
local employment. They “build relationships with local suppliers, selecting those best
qualified to satisfy the requirement for on-time delivery, quality materials, equipment
and services”, and provide employment opportunities to the communities in which they
operate. Construction on the Snap Lake Project, northeast of Yellowknife, began in
February 2005. “By August 15, 2006 a total of $431,898,107 has been spent on
contracts and purchase orders for the construction of the mine. $246,377,627 (57%)
has been spent with NWT Businesses. Of the NWT expenditure, $176,410,526 (72%)
was with Aboriginal Businesses or Joint Ventures.” In addition, De Beers set a goal to
achieve 40% NWT Resident employment during construction and 60% NWT Resident
employment during operations. (De Beers Canada, 2006).

In the past some organizations have been concerned that specifying local content would
place them in contravention of international trade agreements. However, recent work by
the North American Green Purchasing Initiative (NAGPI) refutes this argument (CEC, no
date). In addition, recognizing that not all products can be sourced locally, a “local-first”
approach may be taken to ensure that local products are sought out first, followed by
regional or national sourcing.

A sustainability purchasing program that promotes local companies results in support for
wage and environmental standards consistent with Canadian norms. Local purchasing
also promotes enhanced relationships with suppliers, as purchasers are more likely to
meet face-to-face with their suppliers and the transaction costs of distant relationships
are reduced.

Sustainability purchasing can also reduce an organization’s use of municipal or regional
services such as water, sewage and landfill, enhancing the capacity of existing services,
and preventing tax hikes to pay for new landfills, or expanded water and sewage
treatment facilities.
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WConsider This:

« Sustainability purchasing benefits the community through reduced resource use and
infrastructure. For example, industrial, commercial and institutional water use
accounted for 28% of water use in the Georgia Basin in 2001 (Environment Canada,
2005). When organizations reduce their water use by purchasing more water-
efficient products and services, the whole community benefits as the capacity of
existing water supplies and treatment systems is enhanced. Increased capacity can
help municipalities manage the water supply issues they confront during dry, hot
summers. This ultimately results in positive benefits for property tax payers.

& supports Vulnerable Groups, Provides Community Services and
Reduces Public Expenditures

A policy to purchase from social enterprises or businesses that train and hire vulnerable
groups, including aboriginal people, people with disabilities and the chronically un- or
under-employed, will result in reduced homelessness, child and family poverty,
addictions and mental iliness and improved quality of life for disadvantaged individuals
and families, raising the overall level of community well-being.

Organizations that purchase goods and services from social enterprises and co-
operatives that provide important community services promote healthy communities,
resulting in a higher standard of living for all. Sustainability purchasing that sources from
suppliers located within inner-cities or disadvantaged rural areas contributes to the local
economic health and vitality of the disadvantaged community and increases economic
opportunities for vulnerable populations. Community pride can result, as well as
reduced crime, addictions and other social problems. A reduction in social problems can
result in reduced public expenditures.

WConsider This:

« In 2006 a publishing company and a cultural centre switched their cleaning services provider
to Vancouver-based The Cleaning Solution, a contract janitorial company run and employed
by individuals living with a mental iliness, sponsored by the Canadian Mental Health
Association. These two and another 13 contracts have helped support a business that
employs 17 people living with a mental illness, where participants receive an income
supplement to their monthly disability benefits, gain independence and receive the tools and
support they need to feel they are connected with the community (personal communication
with CMHA Vancouver/Burnaby Branch representative, Feb. 23, 2007).

« The City of North Vancouver, as part of a Greater Vancouver local government purchasing
group, wanted to award an annual $750,000 CDN office supply contract to a socially
responsible supplier and in 2005 put out an RFP indicating this interest. They chose to grant
this contract to Mills Basics in part because they actively hire people from the inner-city with
barriers to employment and provide many in-kind donations to the Downtown Eastside
community. This contract and others like it have given Mills Basics the volume they need to
hire 11 people with employment challenges over the past 4 years (information provided by a
Mills Basics representative November 2006).
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« Vancouver's Social Purchasing Portal (SPP) provides purchasers with a direct and
meaningful way to demonstrate their corporate social responsibility values by allowing them
to stimulate social benefits in the community using existing purchasing expenditures. In
Vancouver'’s inner-city, the Downtown Eastside, SPP member-suppliers, working with a
network of employment development services, sign a contract to give employment
advantages to qualified persons ready to re-enter the labour force. Therefore, by choosing
suppliers that are SPP members, organizations promote economic development for inner-city
businesses and employment opportunities for the hard-to-employ or long-term unemployed.

- Toronto-based Social Capital Partners has developed a Social Return on Investment (SROI)
model that calculates the public expenditure benefits of hiring disadvantaged individuals. For
example, an inner-city long-term unemployed father of six living on welfare was hired at a
social enterprise that provided on the job training and employment in housing renovation. As
a result of his employment income, his need for government income assistance was reduced
62%, with a financial income assistance cost-savings to the government of $15,600 CDN and
a further $4,235 CDN generated in new income tax revenues (SCP, 2005).

Sustainability purchasing policies have social benefits that can generate considerable
impact in local communities, improving the overall quality of life for citizens, not to
mention the public benefits that accrue through reduced tax expenditures on welfare and
social programs, and enhanced tax revenues from local businesses and employment
income.

< Promotes Economic Opportunity and Benefit-Sharing with Indigenous
People

A sustainable purchasing program that places a priority on sourcing from Aboriginal
businesses whether directly or thought joint venturing, contributes to economic
empowerment and self-determination of indigenous communities. Such a policy, for
example, can ensure the economic benefits of resource extraction or harvesting are
shared locally with indigenous people. Organizations that like to provide gifts to clients
and others could set up a gifting catalogue of authentic Aboriginal art to promote
Aboriginal artists and celebrate Aboriginal culture.

%Consider This:

* Diavik Diamond Mines Inc. is located on a 20 square kilometre island, approximately
300 kilometres by air northeast of Yellowknife, capital of Canada's Northwest
Territories. Diavik has a policy to foster long-term sustainable business relationships
in the North to ensure northern businesses participate and benefit from the mine.
During 2002, Diavik entered into several contracts with Aboriginal and other local
northern businesses, including:

o Ek’ati Services

Tli Cho Logistics

I&D Management Services Ltd.

A&A Technical Services

Kingland Ford

Fountain Tire

Denesoline Western Explosive

SecureCheck

O O O O O O O
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During 2005, Diavik spent $223M CDN on goods and services, of which $168M CDN
or 75 per cent was with northern business. Of this they spent $86M CDN or 39% with
Northern Aboriginal business and $81M CDN or 37% with Northern non-Aboriginal
business (Diavik, 2006).

e Under its agreement with the NANA Regional Corporation for development of the
Red Dog Mine in northwest Alaska, Teck Cominco is committed to sourcing from
local Aboriginal contractors as one instrument of revenue-sharing over the life of the
project. Currently, 57% of the mines workforce is made up of shareholders (i.e. local
aboriginal residents), which includes those employed by the two major service
contractors NANA Management Services (hotel, catering, security, employee leasing,
and janitorial services) and NANA/Lynden Services (transportation and logistics). In
an area of limited economic infrastructure, these contracts are attributed to have
generated considerable local employment for Aboriginal residents.

* The Aboriginal Mothers Centre Society, a community services centre providing
employment, business development and other programs for Aboriginal women, was
contracted to produce 7,000 delegate bags for the third session of the World Urban
Forum, a UN-HABITAT event focused on sustainable cities, held in Vancouver, BC in
June 2006. Environmental impacts were reduced through the selection of natural
fibres including hemp, unbleached cotton and Merino wool and the use of natural
dyes. In addition, the contract contributed to positive social and economic
development through providing employment for more than 50 people over a 4 month
period and a source of funding for the continued growth and operation of the
Aboriginal Mother Centre Society (from a World Urban Forum representative,
November 2006).

< Improves Conditions in the Developing World

Sustainability purchasing policies that favour fair trade products, including handcrafts
and agricultural commodities such as coffee, tea, chocolate, rice, sugar and fresh fruit,
support better environmental and social conditions in the less developed world. Fair
trade principles typically include creating opportunities for economically disadvantaged
producers, transparency and accountability to ensure fair and respectful dealing with
trading partners, continuity of trading relationships to support producer capacity-building,
payment of a fair price to producers, prompt payment and access to pre-harvest or pre-
production financing, safe and healthy working conditions and sound environmental
practices.

Trans Fair Canada, Canada'’s fair trade certification organization, identifies the following
specific benefits of fair trade:

* Farmers in building necessary social infrastructure: Improves access to loans and
technical assistance for building infrastructure to improve production, such as:

o Communications systems, and collectively owned transport and processing
equipment

Better health care and education

Technical training and skill diversification for cooperative members and their
families
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* Consumers: Gives customers the option of purchasing according to their principles
and values, empowering them to be a player in the solution to global trade inequities,
providing them with products of superior quality, and assuring them of the ethical
source of their food and non-food purchases.

* Farming and production practices: Supports practices that are environmentally
sustainable, such as integrated farm management systems that minimize pollutants,
pesticides and herbicides, organic agriculture techniques and bans on the use of
dangerous pesticides (Trans Fair Canada, 2006a).

%Consider This:

¢ Starbucks is North America’s largest purchaser of Fair Trade Certified™ coffee. In
2005, Starbucks purchased 11.5 million pounds of fair trade coffee, representing
approximately 10% of global fair trade coffee imports (Starbucks, 2006).

* Over the last 8 years, TransFair USA has channeled $75 million USD in additional
income to co-operative, small-scale family farmers improving community living
conditions and supporting family health care and education. American fair trade
procurement has benefited over 1.1 million farmers and farm workers in Latin America,
Asia and Africa since 1999 (Trans Fair Canada, 2006b).

* A Latin American coffee co-operative producer earns an average of $1,700 USD per
year for organic coffee sold through a fair trade co-op; in the conventional market this
would fetch only $550 USD. Higher and more stable incomes from Fair Trade sales are
fueling improvements in household well being. Coffee farmers report upgrading
household sanitation systems, water supplies and cook stoves. Producers are
increasing investments in education: purchasing additional school supplies, allowing
their children to remain in school during the coffee harvest and even supporting
additional years of schooling (Raynolds, Murray and Taylor, 2004).

Sustainability purchasing policies and practices generate a number of individual, family,
community and societal benefits, including promotion of a strong local economy,
economic opportunities for vulnerable groups and communities, reduced public
expenditures, improvement in local and global wages and working conditions and
improved social and environmental conditions in less developed countries.

Socio-Economic Benefits in Summary

Sustainability purchasing distributes socio-economic benefits all along the supply chain —
for producer-suppliers, purchasers, consumer-citizens, communities and workers. It
encourages healthy communities, good working conditions and wages and strong
economies locally and globally. Sustainability purchasing encourages the economic
engagement of vulnerable individuals and communities, advances human rights and
catalyzes the growth of a sustainability marketplace. It supports improved national
competitiveness, trade and investment and can help reduce public expenditures and the
overall public tax load.
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Section 3:
Costs of Sustainability Purchasing

® Strategies to Manage Costs of Sustainability Purchasing
Programs

* Costs of Sustainability Purchasing
* Minimizing Overall Costs
* Managing Start-up Costs of Sustainability Purchasing Programs

® Costs of Sustainability Purchasing

Every business case has both benefits and costs. As the foregoing has demonstrated, a
sustainability purchasing program can generate significant financial benefits. There are
costs to sustainability purchasing as well, enumerated below, along with strategies for
managing and reducing these costs. Typical costs of establishing and operating a
sustainability purchasing program include costs associated with the labour and research
required to establish a program, stakeholder engagement expenses (i.e. informing,
training and working with staff, suppliers and other stakeholders) and cost premiums on
more sustainable products (some of which may have a longer-term payback). Table 4
summarizes the costs and barriers organizations may encounter when implementing
sustainability purchasing initiatives and pairs them with strategies for overcoming them.

It bears mention, however, that while there are material costs associated with developing
and implementing a sustainable purchasing program, there are also significant costs in
not having a program. Organizations without sustainability purchasing programs could
suffer reputation, climate change and other risks and experience productivity and
innovation lags relative to their competitors, for example. These costs are expected to
grow with heightened consumer, government, NGO, community and investor concerns
over environmental and social conditions in the coming decades.

Cost or Barrier Success Strategies

Labour and research: o Model contracts and product specifications incorporating
determining which environmental and social requirements are available for
environmental, ethical and many of the most commonly purchased products and
social attributes are most services. Internet research or resource organizations
important and the assessment such as the Sustainability Purchasing Network can help.
of multiple attributes (e.g. o Let someone else do the work: buy products with
recycled content, chlorine-free, environmental or social certification wherever possible.
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Cost or Barrier

Success Strategies

etc.)

Third-party certified is best (e.g. Ecologo in Canada), but
you may also choose industry-certified (e.g. BC Hydro’s
eCatalogue), fair trade certification or SA8000, a
certification system for ILO standards

Visit sustainability trade fairs to check out new products
all in one place

Share the load: collaborate with other purchasers to
share information and cost-share research and program
development

Cost and effort of stakeholder
engagement: employees,
suppliers, customers, NGOs,
etc.

Join a group to learn from others about how to engage
stakeholders

Partner with other organizations to conduct joint
engagement and consultation programs

Cost premium: initial higher
cost of some products/services

Start or join a buying club (paper buying club, for
example) to reduce costs through volume purchasing
Use total cost of ownership (TCO) to determine the
payback (see page 46)

Lobby government for higher standards on
products/services to level the playing field

Time/effort spent on securing
support from executives, the
board, end-users

Build on success: start where you know there is proven
success with other organizations, win some support with
key management and end-users, and go from there

Use the “Consider This” figures and case studies to help
quantify and illustrate the benefits

Wherever possible, think of examples where your
competition or partners are doing it

Learning curve: changing the
low-cost mindset, integrating
total cost considerations into
purchasing decisions, buy-in
from all departments

Talk to individuals with a variety of functions (project
managers, purchasing officers, end-users, facility
managers, suppliers and contractors) about their habits,
concerns and inputs

Put together a communications strategy

Learn from others: join a purchasing network or
collaborative

Use the “Consider This” figures and case studies to help
quantify and illustrate the benefits

Create a procurement team with representatives from
various functions in the business

Resistance to change

Use the “Consider This” figures and case studies to help
quantify and illustrate the benefits

Learn from others: join a purchasing network or
collaborative

Conflicting and confusing
information, lack of clear
definitions, insufficient

Learn from others: join a purchasing network or
collaborative

information
Educating other internal Learn from others: join a purchasing network or
purchasers collaborative

Explanation/assistance, personal visits

Educating external suppliers

Work collaboratively on these issues with other
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Cost or Barrier Success Strategies

purchasers

o Learn from others: join a purchasing network or
collaborative

o Personal visits

o Supplier Code of Conduct as a tool to educate vendors
about expectations

o Partner with NGOs to gain information about local
conditions, governments, changes in legislation, cultural
issues

Table 4: Purchasing Costs/Barriers and Success Strategies

A key strategy for overcoming both cost and other barriers is to partner with others.
Organizations that engage with other purchasers find they are not alone, and it often
helps to learn from others, or to work together to problem solve. Learning from others,
particularly, can be a cost-effective approach to policy development and implementation.
Cost-sharing research and collaborating on projects and policy development can further
help offset expenses and start-up costs. The Sustainability Purchasing Network offers
opportunities for purchasers to collaborate with one another by offering case studies,
tools, workshops, learning circles, a newsletter and other services. For more
information, see www.buysmartbc.com.

Whatever the organizational strategy, remember that the development and
implementation of a sustainability purchasing program is a process of change. People
are often resistant to change, so it’s best to expect it. Actively listen to the concerns of
managers, employees, end-users, suppliers and others to ensure a full understanding of
their concerns. Keep in mind that you may have to provide explanation and assistance
along the way. The more staff members you support and assist, the more advocates for
sustainability purchasing you will have at the end of the process.

@® Minimizing Overall Costs

While there are a number of costs and barriers to the successful implementation of a
sustainability purchasing program, there are effective ways to minimize costs and
overcome barriers. In addition to those listed in Table 4, there are a number of tools to
assist purchasers to identify and manage the financial implications of a sustainability
purchasing policy:

* Acquisition planning is a framework for purchasers to effectively plan or defer
purchases;

* ‘Budget envelope’ approach to purchasing uses cost offsets in one area (e.g. in
reduced utility costs) to cover price premiums in another area; and

* Total cost of ownership (TCO) method, which illustrates the cradle to grave costs of
product ownership, can draw out the sometimes hidden costs of “unsustainable”
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products and services, leveling the playing field for “sustainable” products and
services that have higher initial costs.

& Acquisition Planning

Acquisition planning is a tool that allows purchasers to step back and assess whether a
purchase is even necessary in the first place. If the purchase is deemed necessary,
then the next step can be to assess alternatives. In large organizations which have
dedicated purchasing personnel and where actual buyers may be in separate
departments, it is wise and increasingly more common for purchasers, who have
considerable product and industry knowledge, to be involved in the beginning phases of
the procurement, and to work with the buyer to define and assess the need.

Ultimately, avoiding a purchase all together may be the most environmentally
responsible action. While that is not always possible, evaluating and reducing the need,
use and scale of a purchase is a step in the right direction. The quantity purchased must
be appropriate and sure to be used. Discussions with buyers regarding the necessity of,
and possible alternatives to, a purchase, is the root of any procurement strategy
(NAGPI, 2006).

WConsider This:

» Organizations that build or renovate with green materials can significantly reduce
operating, maintenance and replacement costs. When the University of British
Columbia built their signature green building — the CK Choi building — they were able
to entirely eliminate the purchase of an HVAC system through sustainable design.
The building was designed to use only natural ventilation, supplemented with fans.
Not only did this eliminate the upfront and replacement costs of purchasing an HVAC
system, but it also eliminated costly long-term operating and maintenance costs. By
planning ahead, UBC successfully avoided the cost of an expensive purchase
altogether.
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Questions MEC Asks When Constructing New Retail Stores:
Can we do without it?

Does it have less embodied energy?

Does it have less embodied pollution?

Is it more energy efficient?

Is it locally manufactured?

Does it have a longer life cycle?

Can it be recycled and/or contain recycled content?

Does it reduce the amount of waste destined to landfill?

Is the product a naturally occurring, renewable and sustainable resource?
Does it raise awareness of environmental issues?

YYYYYYYYYY

Procurement Questions Aveda Cosmetics Asks Before Buying or Using:
Do we need it?

Can we do without it?

Can we borrow it, rent or get it gently used?

Is the project designed to minimize waste?

Can it be smaller, lighter or made from fewer materials?

Is it designed to be durable or multi-functional?

Is it available in a less toxic form? Can it be made with less toxic materials?
Does it use renewable resources?

Is reuse practical and encouraged?

Are the product and/or packaging refillable, recyclable or repairable?

Is it made with post-consumer recycled or reclaimed materials? How much?

YYYYYYYYYYY

Box 4: Procurement Questions Leading Companies Ask When Acquisition Planning

For more information on acquisition planning see the North American Green Purchasing
Initiative’s Best Practices Guide at:
http://www.cec.org/eco-sat/english/guide/section03/index

& Budget Envelopes

Organizations which reduce expenses in certain product categories as a result of their
sustainability purchasing program (see the Financial Benefits section above), are in a
position to apply these cost savings to offset cost premiums of other sustainable
products and services. Considered within a “budget envelope” of total purchases, the
net effect of a sustainability purchasing program on an organization’s bottom line may be
neutral or insignificant. Similarly, organizations which are analyzing their supply chains
to reduce their negative or maximize their positive social or environmental impacts may
well discover other efficiencies and cost-savings as a result, further reducing their overall
purchasing expense envelope.
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\\\%Consider This:

- As noted in Section 2, the City of Vancouver was able to obtain better volume
discounts with the application of its ethical purchasing policy to apparel purchases.
The contract for the supply of clothing and uniforms for City departments resulted in
cost reductions per unit purchased due to consolidation of requirements,
standardization of clothing items and increased competition in the market place.
The City expects to realize an annual savings of $14,000 over 2006 costs as a
result (City of Vancouver, 2006b).

& Total Cost of Ownership

Total cost of ownership (TCO) is an important concept for creating the business case for
many sustainability purchasing decisions. Total cost of ownership is an evaluation tool
often partnered with a sustainability purchasing strategy. TCO is designed to assess the
true profitability and sustainability of business investments by considering the time
horizon that reflects the entire life cycle (and the economic costs associated with each
phase of the cycle) of a product or service. While conventional purchasing evaluation
focuses on the acquisition cost of a product or service, TCO evaluation examines hidden
costs from production to disposal in addition to the acquisition cost (see Box 4).

Suncor is one company that uses TCO to advance its sustainability objectives and make
good business decisions:

“Suncor uses life cycle thinking, including a formal Life Cycle Value Assessment (LCVA)
tool, to help evaluate the impact of a project's design, construction and operation. LCVA
covers everything from the manufacture of materials by third-party vendors to waste
disposal and reclamation. The analysis and information Suncor gathers with this tool
helps us make smart, responsible business decisions. This results in more sustainable
project designs and operations that take into account long-term triple bottom line benefits
and impacts, not just short-term paybacks” (2006).

Performing a total cost of ownership evaluation involves moving through a number of
logical steps:

Identify reasons for purchasing and needs that the purchase should address
Define objectives for the purchase and the scope of spending

Identify direct and indirect costs of the purchase over its life cycle

Analyze financial, ecological and social performance

Make decision

Measure impacts

ok wbd -~
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Comparison of Costs Petroleum-Based BiosoyTWI Biodegradable
Lubricant Lubricant

Annual Purchase (300 $1,500 $3,195

Gallons)

Waste Costs

6 drums @ $50/drum $300 $0

Spill (500kg/yr)*

Admin. Costs $2,400 $0

Waste Min Fees $1,000 $0

Total Cost of Ownership $5,200 $3,195**

*Assumes 500 kg (150 kg o0il+350 kg debris) of spills and hydraulic per year.
**Payback is 4.8 years.
(Rose and Rivera, no date)

Box 5: Total Cost of Ownership: A Tale of Two Lubricants

The Sustainability Purchasing Network has developed resources on total cost of
ownership, including a total cost of ownership workbook. Please see Box 5 below for
more information on this and other sustainability purchasing tools.

Sustainability Purchasing Network Total Cost of Ownership (TCO) Workbook
The TCO Workbook is intended to help organizations understand how to use TCO to
make everyday purchasing decisions cost-effective and sustainable. Available at:
www.buysmartbc.com

Greater Vancouver Regional District Business Case Total Cost Assessment (TCA)
Business Case TCA uses Total Cost Assessment methods to help business owners
identify changes to operational practices that can lead to reduced costs and increased
profitability while also increasing resource efficiency and reducing pollution. Available at:
www.gvrd.bc.ca/smartsteps/tools.htm

North American Green Purchasing Initiative eco- SAT (Self-Assessment Tool)
Designed to help professional purchasers evaluate their organization's environmental
purchasing initiatives and identify opportunities for improvement. Available at:
www.cec.org/eco-sat.

Business Case for Green Design
This online guide outlines the business case for the design of green buildings as a way to
reach business goals. Visit: www.facilitiesnet.com/bom/Nov02/Nov02environment.shtml

Box 6: Sustainability Purchasing Tools
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® Managing Start-up Costs of Sustainability Purchasing Programs

The development of a sustainability purchasing program can be time-intensive. A
number of existing resources that can serve as “how-to” guides on sustainability
purchasing, saving considerable time and effort, are highlighted in Box 6 below. Many
organizations start out with small efforts that are manageable and cost-effective, to build
internal acceptance and momentum, and then build on that success. Documenting and
measuring the benefits, costs and savings of these initial steps is important, so that
purchasers have the information they need to justify future decisions.

Rather than taking on the costs of a major overhaul of a purchasing program upfront,
many organizations start with priority products and services, whether those with the
biggest social or environmental impact or opportunity, those that represent low-hanging
fruit, or those that represent their most important supplier relationships in terms of time,
dollar value or primacy. Vancity, a credit union based in Vancouver, BC, provides a good
example of this. They determined that 80% of their purchasing was with 7% of their
suppliers, so they started working with those suppliers. Similarly, other organizations
may start with a basket of ‘green’ or fair trade products (e.g. recycled office paper,
remanufactured printer cartridges, energy efficient light fixtures, or fair trade coffee) and
then move to more sophisticated sustainability purchasing initiatives that include social
and economic considerations such as sourcing ethically produced apparel made from
organic cotton.
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Alliance for Environmental Innovation (AEI)

AEI (an arm of Environmental Defense) hosts an online Business Toolkit with extensive case
studies, paper supplier evaluation forms, paper calculators, and program support software. See:
www.environmentaldefense.org/corporate_innovation.cfm

Center For A New American Dream
The Center has an Institutional Purchasing Program with a guide to getting started on
environmental purchasing program. See: www.newdream.org/buy/

Greater Vancouver Regional District Sustainable Purchasing Guide

Designed to help businesses incorporate social and environmental considerations into purchasing
decisions. The Guide includes sample policies from other organizations. Available at:
www.gvrd.bc.ca/smartsteps/tools.htm

North American Green Purchasing Initiative (NAGPI)

NAGPI has various resources, including a Best Practices Guide with advice on policies, process
and implementation, a checklist and list of North American green purchasing initiatives. Available
at: www.cec.org/eco-sat/english/guide/section01/index.html NAGPI resources also include
“Environmental Purchasing Policies 101: An Overview of Current Environmentally Preferable
Purchasing Policies”, fact sheets and a listing of Existing Green Procurement Initiatives and
various publications available at www.cec.org/bibiographies. Contact info@cec.org for more
information or see www.cec.org/programs_projects/trade environ_econ/nagpi/

Sustainability Purchasing Network

The Sustainability Purchasing Network supports organizations in their efforts to develop and
improve their sustainability purchasing practices and works to influence positive environmental,
social, ethical and economic impacts for British Columbia and beyond. The Network provides
best practices, training, practical tools and regular opportunities for purchaser dialogue. Visit:
www.buysmartbc.com

Box 7: Sustainability Purchasing Program Resources
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® Acronyms

CEC Commission for Economic Cooperation

CF Compact Fluorescent Bulb

CSR Corporate Social Responsibility

DJSI Dow Jones Sustainability Index

ESG Environmental, Social and Corporate Governance

GHGs Greenhouse Gases

GVRD Greater Vancouver Regional District

HVAC Heating, Ventilation, Air Conditioning System

IFC International Finance Corporation

ILO International Labour Organization

LEAS Labour Environmental Alliance Society

LEED Leadership in Energy and Environmental Design

MBS Masters of Biological Sciences

MSDS Material Safety Data Sheet

NAGPI North American Green Purchasing Initiative

NGO Non-Governmental Organization

NPRI National Pollutant Release Inventory

PPE Personal Protective Equipment

PVC Poly Vinyl Chloride

SCC Supplier Code of Conduct

SCP Social Compliance Program

SMEs Small and Medium Sized Enterprises

SPP Social Purchasing Portal

TCO Total Cost of Ownership

USGBC US Green Building Council

VANOC Vancouver Organizing Committee for the Olympic and Paralympic Winter
Games

VOC Volatile Organic Carbon

WCB Worker’'s Compensation Board
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® Glossary

Acquisition Planning: Acquisition planning is a purchasing tool that evaluates the necessity of,
and possible alternatives to, a purchase..

Corporate Social Responsibility (CSR): The balanced integration of social, economic and
environmental factors in business decision-making and the engagement of stakeholders in that
process.

End-users: Individuals or organizations that operate a good or service.

Green Building: Green building involves the effort to reduce or eliminate the negative impact of
buildings on the environment and on building occupants. Green building design and construction
practices address sustainable site planning, safeguarding water and water efficiency, energy
efficiency, conservation of materials and resources, and indoor environmental quality.

LEED: The Leadership in Energy and Environmental Design (LEED) Green Building Rating
System™ is the nationally accepted benchmark for the design, construction, and operation of
high performance green buildings.

Local Multiplier: The local multiplier is a measure of the impact of local spending on the
community. The local multiplier measures the flow of money spent at local businesses, indicating
how many times money re-circulates, effectively multiplying the positive benefit for the local
economy of spending at local businesses.

National Pollutant Release Inventory (NPRI): A database of information on annual releases to
air, water, land and disposal or recycling from all sectors - industrial, government, commercial
and others organizations in Canada. It is legislated, nation-wide and publicly accessible.

Net Present Value: The present value of an investment's future net cash flows minus the initial
investment. If positive, the investment should be made (unless an even better investment exists),
otherwise it should not.

Payback Period: Payback period indicates the amount of time it takes to break even on an
investment/purchase.

Supplier Code of Conduct: A supplier code of conduct sets out an organization’s parameters for
its working relationships with suppliers and communicates the standards and practices required
from suppliers.

Supply Chain Management: Supply chain management refers to the planning, scheduling, and
control of the supply chain; this means that an organization has the right product, in the right
place, at the right time, in the right condition.

Sustainable: For the purposes of this Guide, the term “sustainable” refers to a triple-bottom line
approach that includes financial, environmental and social considerations.

Sustainability: The term “sustainability” is used interchangeably with “sustainable” in this Guide.

Total Cost of Ownership: Total cost of ownership is an evaluation tool designed to assess the
true profitability and sustainability of business investments by considering the time horizon that
reflects the entire life cycle of a product or service.

Zero Environmental Footprint: A goal or target to have no net environmental impact by a given
time period through reducing and offsetting consumption of resources and other environmentally
harmful behavior.
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Appendix A

® Sustainable Purchasing Criteria Used in the Guide

This Guide used the following sustainable purchasing criteria as the basis for assessing
the financial, management, environmental and socio-economic benefits:

* Waste Prevention and Reduction
* Resource Reduction

* Pollution and Toxin Reduction

* Reduction of GHG Emissions

* Biodiversity Maintenance

* Improves Wages and Working Conditions
* Employee Health and Safety

¢ Advances Human Rights

* Growth of Sustainable Economy
e Support for Local Economy

e Support for Social Enterprises

* Aboriginal Procurement

e Support for Fair Trade
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Appendix B

® About the Sustainability Purchasing Network
Connecting Organizations to Buy Smart and Foster Economic Sustainability

What is the Sustainability Purchasing Network?

Established in 2005, the Sustainability Purchasing Network has a mandate to support
organizations in their efforts to develop and improve their sustainability purchasing
practices and to ultimately influence positive environmental, social, ethical and economic
impacts for British Columbia and beyond.

What does the Sustainability Purchasing Network Offer?

The Network provides opportunities for the expansion of professional skills and
knowledge through its service-oriented research, information, training and networking
programs. It provides opportunities for purchasers to collaborate with one another and
with suppliers to help improve the social and environmental performance of products and
services and support the growth of socially and environmentally responsible businesses.
The Network offers the following services, some of which are in development:

* Best practice sustainability purchasing case studies

* The business case for sustainability purchasing

* Tools for advancing sustainability purchasing policy and practice
* Training workshops

* Practitioner learning circles and online dialogues to share best practices and
work together

* Collaborative projects such as buyers clubs, product fairs and initiatives to
support economic sustainability

* A newsletter with events, resources, tools and updates
* Technical assistance and advisory services

Why Participate in the Sustainability Purchasing Network?
By patrticipating in the Network, your organization can:

* Save costs, advance innovation and align operations with values

* Receive assistance in overcoming barriers to effective sustainable purchasing

* Join other progressive organizations in building a new movement

* Help create new opportunities in the marketplace

* Better assess environmental, social and ethical risks associated with products
and services

* Build strong supplier relationships to improve reliability, trust and performance

By patrticipating in the Network, you can:

Page 59 of 60



* Develop expertise in an emerging purchasing specialty area

* Help enhance your organization’s reputation

* Connect with like-minded professionals and practitioners

* Access leading edge best practices, information and resources

* Seek solutions to your purchasing challenges

*  Work with others to advance the growth of a sustainable economy

Who Can Join the Sustainability Purchasing Network?

Membership is open to BC organizations with an interest in sustainability purchasing
whether your organization is just starting out or has advanced practices. Suppliers are
welcome to join in their role as purchasers. If you are a private, public, or non-profit
sector purchaser, office manager, policy advisor or sustainability professional, you are
invited to participate in the Network and be part of this emerging organizational trend.
To subscribe to our newsletter and learn more about workshops, events and resources,
please contact info@buysmartbc.com or see: www.buysmartbc.com.
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