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Abstract

To achieve the Sustainable Development Goals (SDG), new thinking is essential. This
applies to every country in the world who is a signatory to the United Nations 2030
Agenda and cuts across all key sectors. In line with the 2030 Agenda, the Government
of Sri Lanka adopted the Sustainable Development Goals agenda in September 2015,
which includes 17 goals. (Government of Sri Lanka, 2017) The Construction industry
dominate the major share in all of the goals. However, the disregard of the triple bottom
line (TBL) of sustainability is a major drawback within the current construction
procurement practice (Ruparathna & Hewage, 2015). Though sustainable procurement
practices are a developing concept within the construction industry, it has the potential

to enhance the performance of sustainability requirements within the industry.

There is little to no methodology to incorporate sustainable procurement elements in
construction procurement within Sri Lanka. Sustainable procurement is not a popular
topic in available literature. An empirical study that focuses directly on this topic in Sri
Lanka is still to be carried out. Hence, a study on the sustainable procurement practices
in the construction industry within Sri Lanka is timely and necessary. This study
attempts to evaluate current practices, challenges and benefits to implement sustainable
requirements during construction procurement. For this purpose, an online
questionnaire survey covering public, private, semi-government and international
organizations was conducted as a means of collecting data. The responses that were
received constituted of diverse groups and ages within the construction sector. A
statistical analysis software was used to rank the responses and to conduct the cross

analysis.

Results of the analysis revealed that “Legislation (Government and regulations)” is the
main driver of implementing sustainable factors in procurement while “Lack of
funding” and “Unwillingness to incur higher capital cost” ranked as the main barrier
for the implementation of sustainable procurement. “Reduction in harmful emissions

and waste generation” ranked on top as main benefits of sustainable procurement.

Keywords: Sustainable procurement, Procurement, Construction
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CHAPTER 1

1 INTRODUCTION

In 2002, the United Nations marked a key milestone for sustainable development at the
world summit on Sustainable Development in Johannesburg, South Africa. Out of the
several pledges, one of the key declarations in the summit was “Improvement in building
design and management, better mass transportation, adoption of advanced and innovative
cleaner technologies, energy labelling and standards, and better public procurement policies
... (United Nations, 2002). It was reinforced that all stakeholders need to take ownership
to strengthen the pillars of sustainable development namely, economic development, social

development and environmental protection at all levels, nationally and globally.

This review highlights that previous academic work on sustainable procurement has been
well documented in many areas. This review also highlights sustainable procurement

considerations related to environmental factors and life cycle costs.

The construction industry dominates a major share of the economy of any country.
Construction related procurement is often a contentious issue if not undertaken properly
under the right checks and balances. Therefore, it is important to consider the triple bottom
lines of sustainability (social, environmental and economic sustainability) during the
execution of procurement activities. This, of course, has indirect benefits apart from
ensuring an effective procurement cycle. Incorporating sustainable procurement factors will
be helpful to protect the planet by maximizing use of energy sources whilst minimizing the

impact to the environment, society and economy.

Unfortunately, there is a dearth of research on sustainable procurement practices in the
construction sector of Sri Lanka. Therefore, the intention of this research is to find a solution
to fill the knowledge gap in sustainable procurement by weighing the benefits and

challenges of sustainable procurement practices in Sri Lanka.



1.1 Background

The construction industry is recognized as an economic regulator in any country, which
significantly contributes to the output of the national economy. Moreover, the
interdependency of the construction industry with other sectors of the economy has been
established (Turlin, 1978). However, the major contributor to environmental pollution is the
construction industry, which consumes about half of the resources extracted from nature

(UNEP, 2016).

Procurement is a key component in construction project management, which can
significantly impact the triple bottom line (economic, social and environmental) of
sustainability. Construction procurement is the process of acquiring goods and services,
whilst considering key sustainable parameters (social, environmental and economic), based

on pre-defined and agreed specifications (Ruparathna & Hewage, 2013).

The concept of sustainable development is centred on ensuring that the planet’s resources
are used responsibly vis-a-vis human development (UNEP,UNOPS, ITC-ILO, 2011). By
combining purchasing power, organizations can ensure effective and efficient collaboration
that contribute to sustainable and durable change. Through well-designed procurement
actions, society will benefit from the value for money, energy efficient equipment, good and

decent working conditions and a service that is delivered efficiently.

United Nations Global Marketplace (UNGM) describes sustainable procurement as the
process that integrates procurement requirements that are compliant with parameters
concerning the environment, society and the economy. (UNGM, 2016) Further, sustainable
procurement must ensure efficient use of resources and improve the quality of products and

services that in turn optimize related costs.

A key fact of sustainable procurement is that it places emphasis on the purchase of
sustainable, costs efficient goods and services that are readily available. Moreover, it places
importance on whether the purchase is absolutely required and what impact it would have
economically in the short term, mid-term and long-term. To this end, the process
incorporates the triple bottom line of sustainability, i.e. social, environmental and financial

parameters, that enable value to be added.



Factors that need to be considered vis-a-vis sustainability include the following:

e Economic sustainability: best value for money considerations such as price, quality,
availability, functionality, and life cycle of the product;

e Environmental sustainability or green procurement: the impacts to the environment
that the product and service creates over its whole life-cycle, from cradle to grave;
and

e Social sustainability: considers the consequences that certain purchasing decisions
have on larger social issues such as poverty alleviation, equity in resource

distribution, human rights and so on.

Implementing sustainable procurement systems in the Sri Lankan construction industry is a
challenge, though a starting point could be through the introduction of a sustainable
procurement policy to the industry. The implementation of sustainability usually starts with
the planning stage of the project and this should continue through requirement definition,

sourcing, procurement, and construction and operation stage.

Requirement definition is imperative to any given procurement case. At such an early stage,
it is important to consider all parameters of sustainability mentioned above, which will also
indicate the organization’s stance vis-a-vis sustainability. The planning process should also
explore suitable and available alternatives that would inform the sustainability of the process
and its impact (UNGM, 2016). Solicitation documents must specify that the evaluation by
whole life cycle cost, use of renewable energy, use of non-toxic substances and use of
recyclable materials, etc. will be considered to select a supplier or contractor whose
performance is expected to best meet the specified requirement and give the best value for

money to the organization.

1.2 Research Problem

This study is guided by the following problem statement:
There is little to no use of sustainable procurement practices in the construction industry in

Sri Lanka.



1.3 Objectives

The principal objective of this research is to identify and evaluate the challenges and
benefits to incorporate sustainable procurement practices in the construction industry of Sri

Lanka.

The specific objectives are to;
L. Review the current procurement practice in the construction industry;
II. Identify and evaluate challenges to implement sustainable procurement
processes and procedures;
1. Analyse the benefits of sustainable procurements;
IV.  Recommend a possible mechanism by which sustainable procurement

procedures could be embedded in the construction industry.

1.4 Research Methodology

This study has obtained information from several target groups; namely government, semi-
government and private sector officials primarily working within the construction industry
in Sri Lanka and personnel from international organizations such as the United Nations
(UN), World Bank (WB), Japan International Cooperation (JICA) and Asian Development
Bank (ADB).

A comprehensive desk review, literature review and questionnaire survey was conducted as

data collection methods.

To achieve the above objectives, the following steps were followed:

e Desk review: Conducted a review of the procurement manuals and guidelines
published by National Procurement Agency (NPA) of Sri Lanka, Construction
Industry Development Authority (CIDA) , World Bank (WB) and United Nations
Office for Project Services ( UNOPS) to identify current practice.

e Literature review: Undertook a detailed literature review to assess the current
research details related to the objective of the research. It also provided an overview
of what kind of information is available at present and existing data and process
gaps.

e Questionnaire survey: Administered a survey among selected entities in Sri Lanka,

which included, public institutions, private construction organizations, semi-



government and international institutions such as UNOPS, ADB, JICA and WB. An
assessment of educational background and related qualifications of the procurement
officials were also covered within the survey.

e Data analysis: Carried out data analysis by using SPSS software, Google Forms and

Microsoft Excel.

1.5 Limitation of the Study

The focus of the study was to understand current procurement practices within the Sri
Lankan construction industry and to evaluate the challenges and benefits of sustainable
procurement practices. This study is limited to the data analysis received through the
questionnaire survey. Furthermore, a financial analysis to evaluate the financial benefits is

not a focus of this study and could be considered as an area for future research

1.6 Guide to Thesis

Following this introduction (Chapter 1), the report is organized as follows.

e Chapter 2 : Literature review

The chapter discusses the results of similar studies carried out related to the

research topic, in Sri Lanka and globally. The key findings are summarized.

e Chapter 3 : Research methodology, Analysis and Discussion
Methodology used for the study, evaluation and analysis of the findings are
discussed in this chapter. Analyzed data is graphically presented in this

section.

e Chapter 4 : Conclusion and Recommendation
Concluding remarks from the research study as well as recommendations for
the implementation of Sustainable Procurement practices in Sri Lankan

construction industry is summarized in this section.



CHAPTER 2

2 LITERATURE REVIEW

2.1 General

This section attempts to gather knowledge on the study topic, study various research carried
out by researchers, study methodologies deployed to carry out research and list research

findings related to the study topic.

The Global Construction Outlook 2020 reveals that the global construction industry is
projected to grow from US$7.4 trillion in 2010 to US$8.5 trillion in 2015 and to US$10.3
trillion by 2020. The construction industry of countries in an emerging market are forecast
to continue to grow at a much faster rate. According to Construction Intelligence Centre,
the construction share will be above 50 percent of an emerging country’s economy in 2020.

(Construction Intelligence Center, 2016)

“Economists are calling for a significant improvement in productivity to build momentum
in global economic growth, but productivity is a persistent issue for the world’s economies
and the construction industry, which represents 6 percent of global GDP. The construction
sector’s annual productivity improvements averaged 1 percent over the past two decades,
compared with 2.8 percent for the total world economy and 3.6 percent for the
manufacturing sector” (Turner & Townsend, 2017). Most construction companies commit
to investing in productivity improvement for longer-term gains due to steady global
economic growth, increasing demand for construction and a shortage of skills and labour,

bal

etc

The Global Construction Outlook 2020 indicates that 88 percent of the construction industry
is planned to adopt green construction in their projects over the coming years. 60 percent
has highlighted energy efficiency as the main influencing factor for the implementation of
green construction while 77 percent indicated building design and construction as highly
preferred areas for green construction. 69 percent has stated higher initial costs as the biggest
challenge faced by an organization when considering the implementation of green

construction projects. (Construction Intelligence Center, 2016)



Infrastructure constraints limit productivity and access to jobs, markets, healthcare and
education while quality infrastructure propels economic growth and social wellbeing.
(Brauch, 2017). To achieve climate change objectives, infrastructure should be specially
designed to mitigate economic, social and environmental risks and to generate economic,

social and environmental co-benefits.

In Sri Lanka, the construction sector has contributed to around 5-8 percent of GDP during
the last five years with a gradual increase (Government of Sri Lanka, 2017). This is a
relatively low percentage when compared with developed countries. In the survey on
construction industries conducted by the Department of Census and Statistics, Ministry of
National Policies and Economic Affairs in 2015, 48 percent of the construction cost has
been for the construction of Roads and Railways, 26 percent for the construction of
buildings (residential & non-residential), 9 percent for utility projects and balance for the
other sectors. The report has summarized the use of raw material as 44 percent for road and
railways, 30 percent for buildings, 9 percent for utility projects and rest for the other sectors.

(Department of Census and Statistics, 2015)

B Building = Other
Completion & _ﬂ = Buildings. 13.1% l
Finishing. 0.3%

Electrical, Plumbing a
other Con
installation activities

Mon-residential
Buildings. 16.9%

= Other Civil
Engineering
Projects. 5.0%

Utility Projects.
B.7%

" Roads & Railways.
43.7%

Figure 2-1: Distribution of raw materials consumed by type of construction activity —

2015 (Department of Census and Statistics, 2015)

The International Labour Organization (ILO) describes the construction industry as “a
sector that produces a wide range of products, from individual houses to major infrastructure
such as roads, power plants and petrochemical complexes. In most countries, the output is

roughly equally divided between housing, other buildings and civil engineering projects.



Although attention is mostly focused on new construction, the renovation and maintenance
of existing structures accounts for almost 50 percent of total construction output in some of

the more developed economies and an even greater share of employment.”

The Brundtland Commission's report defines sustainable development as "development
which meets the needs of current generations without compromising the ability of future
generations to meet their own needs". The concept supports strong economic and social
development, for people with a low standard of living. At the same time, it underlines the
importance of protecting the natural resource base and the environment. Economic and
social well-being cannot be improved with measures that destroy the environment.
Intergenerational solidarity is also crucial: all development has to take into account its
impact on the opportunities for future generations (UNECE, 2017). The SDGs, officially
known as Transforming our world: the 2030 Agenda for Sustainable Development, is a set
of 17 "Global Goals" (United Nations, 2017). Construction related themes are embedded in
almost all the goals and the construction sector can be the leading sector to achieve the

SDGs.

Sustainable construction can be defined as the practice of creating structures and using
processes that are environmentally responsible and resource efficient throughout a
building’s life cycle from siting to design, construction, operation, maintenance, renovation
and deconstruction. This practice expands and complements conventional building design
concerns of economy, utility, durability and comfort whilst at the same time enhancing

social welfare.

In view of the above, there is a high possibility to address the SDGs through sustainable
procurement practices. As the base for this study, a comprehensive literature review was

carried out and the main findings are summarized below.



2.2 International Context

(UNEP,UNOPS, ITC-ILO, 2011) Buying for a Better world, A guide on Sustainable
Procurement for the UN System was published by three UN organisations namely, United
Nations Environment Programme (UNEP), United Nations Office for Project Services
(UNOPS) and the International Labour Organization (ILO) in 2011. The guidance for
sustainable procurement has been documented in the publication. The opening remarks of
the book state that “Sustainable Development requires a well-balanced relationship between
lasting human development and the sustainable use of planet resources” (UNEP,UNOPS,
ITC-ILO, 2011).

The publication has listed six steps to embed the sustainable procurement within
management:

1. Obtaining high level commitment to Sustainable Procurement
Setting up a sustainable procurement working group
Assessing sustainability risks in procurement and prioritizing spend areas
Developing a sustainable procurement policy

Setting targets

AN O o

Implementing Sustainable procurement plan.

The advantage of the above management plan is that it can be used by any organization of

any size.

The book has suggested including minimum sustainability criteria for the evaluation of
tenders. The bids that comply with minimum sustainable requirements can be considered as
technically compliant. In addition to that, evaluation criteria also can assign extra weights
for bids that exceed the minimum sustainable requirements. A guidance on sustainable
contract management has also been outlined in the publication. Overall, this is a well-
documented guidance note to help initiate sustainable procurement practices in development

organisations.

(Australian Government : Department of Sustainability, enviornment, Water, population
and communities., 2013) has published a guideline on Sustainable Procurement. Key

concepts of sustainable procurement are defined as;



b)

Value for money: Achieving value for money is a core rule of Australian
Government procurement, the value for money measured by considering financial
and non-financial costs, benefits and alternatives.

Sustainable development: defined as ‘development that meets the needs of the
present without compromising the ability of future generations to meet their own
needs’.

Wellbeing: combination of economic prosperity, community livability and
environmental integrity.

Sustainability: maintaining or enhancing the wellbeing of society over time, and
therefore requires that the total economic, social and natural capital is maintained or
improved for future generations.

Environmental management: This refers to strategic arrangements to reduce the
environmental impacts of an organization’s operations.

Life-cycle thinking: Approaches that consider the whole life cycle of a good or
service to help understand all the benefits and disadvantages of procurement

decisions.

The guideline has listed the benefits of sustainable procurement as;

a)

b)

Benefits to the purchaser

- Securing best value for money and achieving more efficient use of public
resources.

- Generating financial savings through greater energy efficiency; reduced waste
disposal (including reduced packaging to waste); reduced water use; and reusing
materials and products, thereby lowering the cost of a product over its life cycle)

- Achieving positive publicity associated with the purchase and use of products,
services and suppliers with good environmental and social responsibility
records.

- Providing government leadership to the community in demonstrating social and
environmental responsibility through the purchase of sustainable products and
services.

Benefits to the market:

- Increasing the availability of sustainable products and services at more cost-

effective prices.

10



Expanding the market for sustainable products and services, with potential
benefits for local businesses.

Expanding market opportunities gained from stronger product and service
differentiation.

Reducing transport-related costs such as fuel, vehicle maintenance and road
congestion.

Supporting and encouraging innovation through demonstrating preference for
more sustainable products and services.

Encouraging industry to develop capacity to operate in a clean, green economy.

C) Benefits to the community

Reducing adverse environmental and social impacts arising from procurement
decisions.

Reducing waste to landfill, saving water and reducing greenhouse gas emissions.
Reducing air and water pollution.

Reducing consumption of both natural and processed resources.

Promoting health, safety and equality in the community.

Influencing purchasing decisions to support issues such as recognizing equality
and diversity, increasing employment and skills; and developing local
communities and their physical infrastructure.

Improving social inclusion and cohesion through creating employment and

business opportunities for disadvantaged or marginalized groups.

Selecting the right supplier and evaluating suppliers’ performance have been specified as

key for good project outcomes (Araujo, Alencar, & Mota, 2017). Key considerations when

selecting suppliers were cited as as Quality (9.2%), Cost/Price (8.2%), staff features (7.9%),

financial (7.9%) , Company management (7.6%) , experience (6.5%) and time (6.0%).

(Brauch, 2017) The report published by International Institute of Sustainable Development

(IISD) has listed the following co-benefits of sustainability;

a) Economic co-benefits

Optimize value for money
Create employment across skill and income levels

Help boost green economic development through creation of infrastructure

11



Be affordable for governments, investors, taxpayers and users.
Create opportunities for local suppliers and developers

Create reasonable returns for investors across the lifecycle of the project

b) Social co-benefits

Generate income, particularly low-income households

Create jobs, including the generation of new specialization related to green jobs
Build skills and provide up-skilling and re-skilling

Reduction of poverty

Foster transparency and accountability

Ensure gender equality in the building and access to infrastructure

Promote increased access to basic services

Enhance public health and well being

¢) Environmental co-benefits

Limit and lower air, water, soil and all other forms of pollution
Management of eco systems & biodiversity

Promote and use clean and environment-friendly technologies
Efficient use of natural resources

Mitigate greenhouse gas emissions

Transition to low-carbon economy

Consider climate change risks in design, maintenance and operation.

The publication emphasizes that flexibility in public-private infrastructure legal contracts is

needed to maximize sustainability in infrastructure investment. The paper goes on to discuss

about the Public-Private Partnerships modality as opposed to the client-consultant-

contractor modality and opines that a partnership modality has more margin for negotiation

and adjustments.

The author has suggested nine factors to consider for better integration of sustainability in

infrastructure projects. These are:

1. Feasibility study and impact assessment

2. Economic obligations

3. Social obligations

12



Environmental obligations
Stabilization clause

Periodic review and re-negotiation
Grievance mechanisms and settlement

Transparency, reporting and public engagement and scrutiny

A e A T

Penalties and termination

(Opoku & Fortune, 2011) has prepared a conference paper on Leadership in construction
organizations and the promotion of sustainable practices for the International council for
Research and Innovation in Building Construction (CIB), International Conference for the
Management and Innovation for a Sustainable Built Environment, in Amsterdam,
Netherlands. The paper discusses about the role, drivers and factors affecting leadership in
the effective implementation of sustainable practices in construction organizations based in

UK.

The paper widely discusses the leadership requirement for sustainable construction -
“Leaders should embed sustainability in their organizational activities and make sustainable
development part of their overall business strategy” (Ofori & Toor, 2008). Role of
Sustainability leaders has been defined as, “helping to promote sustainable construction
through training staff on sustainability; produce guidance notes and policies; ensure that
sustainability is embedded in the business; sustainability monitoring and appraisal etc.”

(Opoku & Fortune, 2011)

The author has concluded the following key drivers that a sustainability leader should have:
a) company reputation or brand image;

b) win more contracts to remain in business;

¢) position in the market place or competitive advantage;

d) legislation or legal requirement;

e) clients demand;

f) improve economic performance as a core value in corporate social responsibility.

A lack of full understanding of what sustainability truly means to their company due to key

fundamental information gaps has been identified as a major challenge whilst lack of client

13



awareness; lack of business case understanding; lack of client demand; large company size

and diversity are identified as other challenges for sustainability leadership.

(Mensah & Ameyaw, 2012) has done a study on Sustainable Procurement: The challenges
of practice in the Ghanaian Construction Industry in Ghana. Traditional procurement has
focused on initial value for money considerations only whilst Sustainable procurement
involves achieving value for money on a whole life cycle basis by considering the economic,
environmental and social sustainability. The study was based on one-to-one discussion with
twenty five procurement practitioners and 12 interviewed having more than twenty five
years of procurement and rest of the people between 10~25 years of experience. Lack of
knowledge/experience on sustainability among the procurement professionals was
identified as the main challenge. The researcher has summarized the challenges as;

a) Lack of understanding of the sustainable procurement concept;

b) Higher initial associated costs;

c) Lack of basic education about sustainable procurement;

d) The absence of governmental interest in ensuring the promotion of sustainable

procurement;

e) Low technical and management capacity;

f) Low Multi-stakeholder approach;

g) Low stakeholder Education;

h) Absence of internal management structures;

i) Lack of political will;

j) Corruption existing among procurement practitioners;

k) Lack of social drive; and

1) Lack of capacity of small scale suppliers/contractors;

(Wong, Chan, & Wadu, 2015) study on factors that are important in enhancing green
procurement in the construction process in Hong Kong discusses that mandatory
environmental regulations by the government, client requirements in tendering, and
government and non-governmental organization requirements as the top three significant
factors. Furthermore, the importance of establishing a fully functioning green material
market would promote the concept of green procurement and lower the costs of green

material. In this study, 35 variables have been listed as key to facilitate the successful
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implementation of green procurement in construction projects; these have been grouped into
10 factors as below;
Factor 1: Green principles and techniques to reduce environmental impacts
Factor 2: Efforts or initiatives taken by the industry and society
Factor 3: Executive management's commitments and requirements
Factor 4: Mutual collaboration between stakeholders
Factor 5: Establishment of a reliable database of green procurement
Factor 6: Regulations and standards of green procurement by the government
Factor 7: Green design incorporated with financial benefits
Factor 8: Green policies and management systems of the organization
Factor 9: Life-cycle considerations and green construction technology

Factor 10: Supports from mid-level managers

(Sourni & Sohail, 2011) identifies challenges and obstacles regarding public procurement
in the United Kingdom. The aim of their study was to develop a theoretical framework to
assist public clients in addressing sustainable construction in procurement. Two sets of
semi-structured interviews were administered to sustainability professionals and experts as
part of the roll out. The main findings that have been articulated in the report are:
a) Financial - funding shortfalls, cash flow problems, restrictions on expenditure and
reluctance to incur higher capital cost when needed;
b) Lack of awareness, understanding, information, commitment and demand;
c) Insufficient/inconsistent policies, regulations, incentives and commitment by
leadership;
d) Insufficient/confusing guidance, tools, demonstrations and best practice;
e) Vagueness of definitions and diversity of interpretations;
f) Separation between capital budget and operational budget;
g) Lack of sufficient time to address sustainability issues;
h) Lack of long-term perspective;
i) General perception that addressing sustainability always leads to incurring greater
capital cost;
j) Resistance to change;
k) Insufficient integration and link-up in the industry; and

1) Insufficient research and development.
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Whilst there are no solutions identified in the research, key stakeholders including
government, academic and the private sector and users have been identified as those capable

of lifting barriers.

(Ruparathna & Hewage, 2013) discusses the challenges and benefits in sustainable
procurement in Canada. A mixed research method including qualitative and quantitative
techniques was administered through a questionnaire survey with semi-structured
interviews. The authors have referred to the benefits identified by (Sourni & Sohail, 2011)
and benefits as summarized following (ASOSAI, 2006) as below:

a) Reducing the use of natural resources;

b) Meeting existing and forthcoming legislation around the climate change agenda;

¢) Reducing harmful emissions and waste generation;

d) Improving in working conditions—labor standards, health, and safety;

e) Assisting disadvantaged groups in society;

f) Upskilling your workforce to meet the future needs of your organization;

g) Saving the long term by considering the whole LCC;

h) Meeting international obligations (e.g., Kyoto protocol);

i) Improving the efficiency and transparency of procurement procedures;

j) Stimulating the market for green technologies;

k) Reducing use of natural resources; and

1) Meeting existing and forthcoming legislation around the climate change agenda.

There is no framework developed in the research. Data analysis has showed that the three
main challenges for sustainable procurement in Canada are; 1) lack of funding and
unwillingness to incur higher capital cost; ii) lack of awareness, understanding, information,
commitment and demand and; iii) Insufficient policies, regulations, incentives and lack of
leadership. The reduction of harmful emissions and waste generation were highlighted as
the main benefit of sustainable procurement in Canada. However the author has identified
further research areas that impact on sustainable procurement of the construction project

such as cost, quality and duration.

(Ruparathna & Hewage, 2015) study on current practices, drivers and opportunities of
sustainable procurement in the Canadian construction industry is notable. Apart from an
initial desk review, the research was administered through a mixed method approach that

consisted of semi-structured questions in the survey. The main responsibility of managing
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the procurement process is assumed as the responsibility of the project owner, representative
or an authorized external party (Ruparathne & Hewage, 2015). Therefore the author has
used the above listed categories in the construction industry as a sampling frame for

Questionnaires and interviews.

During the document review the author has reviewed 58 numbers of Bid notices, Request
for Quotations (RFQ), Request for Proposals (RFP), Tender documents and Contract
documents of ten different providences in Canada.
The main research findings on the bid evaluation are :

a) 10 percent were using value-based procurements;

b) 83 percent has stated that initial cost is used to procure while 17 percent has stated

use of life cycle cost for evaluation;
c) 30 percent has stated use of social and environmental factors for evaluation;
d) 17 percent has stated use of standard methods for evaluation social and

environmental factors.

The results of the survey indicated the use of sustainable procurement factors in some public
and private sectors for procuring construction. Use of social, environmental and life cycle
costing sustainable criteria in bid evaluation was identified as a major weakness in the
sustainable procurement process. Only 17 percent has stated use of life cycle cost for
financial evaluation. Another major weakness is the use of previous experience in

sustainable construction.

The main driver of sustainable procurement is implementation of government regulations
as per the finding of the survey. This was followed by competitive edge in the market and

client requirement was ranked third. Cost of ownership was ranked fourth overall.

(Brammer & Walker, 2007) has done an international comprehensive study on Sustainable
Procurement Practices in the public sector. Two hundred and eight numbers of public
procurement practitioners from twenty countries were engaged in the survey. A snowballing
sampling strategy was used to conduct the survey. The following sustainability criteria that
are incorporated in procurement activities were analysed in the survey.
a) Use life cycle analysis to evaluate the environmental friendliness of products and
packaging;

b) Participation in the design of products for recycling or reuse;
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c) Ensure the safe, incoming movement of product to facilities;

d) Request suppliers to commit to waste reduction goals;

e) Purchase from small suppliers;

f) Visit suppliers' plants to ensure that they are not using sweatshop labour;
g) Participate in the design of products for disassembly;

h) Ensure suppliers' locations are operated in a safe manner;

i) Reduce packaging material.

Analysis shows that a wide range of sustainable procurement practices were incorporated to
some degree in public sector procurement practice around the world. Considerable variation
of incorporation of above sustainable factors in the procurement was also highlighted.
Discussions has suggested that if governments are committed more widely to use
sustainable procurement, they are required to produce clear regulatory support for
sustainable procurement. Additionally it was suggested to provide more budgetary

flexibility to implement sustainable procurements, which has a long-term benefit.

(Loosemore, 2018) has published a study of Social Procurement in the UK Construction
Project in 2015. In the publication, Social Procurement has been defined as follows: “Social
Procurement differs from traditional procurement in the use of procurement to leverage
extra social benefits and create social value in local communities, beyond the simple

purchasing of product and service required” (Bonwick, 2014).

Four strategies have been listed as effective social procurement strategies:
1. A policy focus — developing and implementing social procurement policy
2. A contract focus — incorporating social value clauses and requirements
3. A supplier focus — involves engaging with organizations such as social enterprises
4. A market development focus — Where no sufficient expertise does not exist in the
existing supply chain, developing the capability through JV, partnerships, training,

finance and stimulating contracts.

Because of the study, main drivers of growth for social enterprises in engaging with
construction projects are listed as; 1) Culture change in construction industry, 2) New social
legislation and regulation, 3) Political impact of construction on society and environment,

4) Political trends, and 5) Changing public procurement practices.
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The top five challenges are identified as: 1) Negative perception of social enterprises, 2)
Rhetoric of CSR in the construction industry, 3) Resistance to change, 4) Existing

procurement practices, 5) Lack of engagement between social enterprises and construction.

(Varnas, 2008) has done a study of enhancing environmental performance in construction
through green procurement. The study explains that the construction sector is quite
fragmented, with many different actors mainly organized in temporary and project based
organizations. The contracting responsibilities are divided between the client and contractor
in different ways. In traditional contracts, design is separated from the construction whilst
in modern era design and building practice, the contractor is responsible for both design and

construction.

Most of the projects in Sweden have applied environmental preferences in their
infrastructure procurements. (Varnas, 2008). Waste handling, environmental plan, work
environment and environmental management system (EMS) of the contractors has been
used. However the environmental requirements were less frequent. Risk of delays in
construction, simplification of tender documents and also effective competition were noted

as reasons for less implications of environmental factors in evaluation criteria.

The researcher has suggested to include environmental procurement preferences to:
1. Communicate environmental requirements to contractors;
2. Increase awareness of environmental issues and high level of standards;
3. Enhance the interest of contractors to work in an environmentally sound way; and
4. Ensure that environmental ambitions of the client are incorporated in to client’s

EMS policy.

(Nepal, 2015) has done a study on comparison of Whole Life Cost (WLC) of construction
materials in conventional vs. sustainable public facilities in Nepal in 2015. The features of
sustainable building has been defined as, Passive solar design, Lighting, Water Management
and waste management. Since new construction and renovation requires many materials,
this is an opportunity to utilize the products that enhance the sustainability of the buildings.
These products may be made of recycled content, sustainably grown and harvested wood

and pulp materials, products that have low emissions, and products that are sourced locally.
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These products enhance the sustainability of the buildings by supporting local economies
and reduce the fuel needed to transport them long distances.
The research mainly discusses about the evaluation by Life Cycle Cost (LCC) and elements
of LCC are listed as:
1. Planning cost - initial planning such as feasibility studies, Environmental Impact
Assessment (EIA), cost benefit analysis etc.
2. Design and construction cost - cost of professional engineering services, site layout,
delivery, construction and training cost if necessary.
3. Operations, maintenance and occupancy cost - cost associated with the cost during
the service life of the building such as repair, utilities cost, cost of spare parts etc.

4. End of life cost- decommissioning, removal and disposal cost

Through quantitative analysis, the researcher has concluded that sustainable building is 16%
cheaper than conventional building in Nepal. The % variance due to inflation and discounts

are estimated as +£2%.

(Steinweg & Slob, 2008) has published a report on sustainable procurement in a European
Context: practices of IT procurement in five EU countries. The report has discussed about

IT procurement while it provides a broader background on public procurement.

“Public procurement can be a powerful tool to promote sustainability, considering the strong
buying power of public institutions. When public institutions apply social and
environmental criteria to the products they purchase, this promotes a more sustainable

approach in an entire sector”. (Steinweg & Slob, 2008)

The report discussed the Directives of the EU countries, following three countries specified
Sustainable factors:

Germany: No social or environmental considerations have been mentioned in federal
procurement law. However, some possibilities to include environmental criteria in
accordance with certain eco-labels have been considered in supplementary regulations, but
social criteria has not been mentioned.

Hungary: The policy document emphasises the need for environmentally sound
procurement, in order to promote the wider use of environmentally friendly products and

services. Promotes environmentally friendly management of public institutions, such as
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schools, local governments, and cultural institutions, in order to boost overall environmental
awareness. No social criteria specified, but the documents refers to ILO regulations with
regarding the employment of work force.

Austria: Explicitly mentions the adherence to a number of ILO norms in its procurement
law which are good social sustainability factors. All procurement procedures executed in
Austria must meet the following social criteria: forced labour, Freedom of association and
right to collective bargaining, labour clauses (Public Contracts), wage protection, equal
remuneration, discrimination, minimum wage, worst forms of child labour and maternity
rights.

The key recommendations given by the authors are as below;

a) Governments should continuously set targets for sustainable procurement, with
particular attention to developing and applying social criteria.

b) Countries that have not already included sustainable criteria, they should completely
transpose the Directives into national law.

c) Central governments should give a prominent place to sustainability in their
procurement laws and develop specific guidance for public buyers on how to include
environmental and social criteria.

d) Governments should adopt the best practices of surrounding countries.

e) Countries that have ratified ILO Convention No. 94! should actively implement.

(Aratjo, Alencar, & Mota, 2017) explains that the construction industry is competitive
and projects face adversity and uncertainty; contractors that do not adequately meet a
company's needs increase the chance of delays, cost overruns, substandard work,
disputes, or even bankruptcy. Moreover, cost, time, quality, staff features and financials
are the most cited categories for supplier selection in highway projects. Relationship
with stakeholders, company management, quality, staff features and time are the most-
cited categories of criteria in the evaluation of suppliers in construction projects. The
study reveals that 1.9 percent of citations were related to environmental criteria, 1.0

percent considered policy, society, regulations, and 0.4 percent cited risks.

! Labour Clauses (Public Contracts) Convention, 1949 (No. 94), ILO- Geneva
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2.3 Sri Lankan Context

(Mohan, 2010) study on Public Procurement for Sustainable Development in Sri Lanka
aimed to; 1) review the range of targeted procurement procedures; ii) review and assess the
current Sri Lankan government procurement arrangements; iii) identify constraints to the

target procurement system and iv) identify what needs to be done in the longer term.

Social and environmental issues in public procurement could be tackled through four
approaches. In the first, the purchaser or the buyer details social and environmental criteria
in the contract inclusive of compulsory technical criteria that needs to be met. The second
approach is the prohibiting of government contractors who have records of wrongdoing and
failing to achieve laid social and environmental standards. In this approach the contractor(s)
will be disqualified, in the event they are found to have noncompliance cases in previous
contracts. A third approach is attempted to get tenderers to commit to social and
environmental standards and measure their success towards following the implementation
of sustainable standards prior to awarding the contract. The fourth approach focuses on
implementing the requirements of social and environmental standards after awarding the
contract. Therefore, the contract awardee must comply with the conditions of the contract
during delivery. Therefore this also implies that there is little or no capacity building of the
contractor to assist them to align themselves with the sustainability conditions of the

contract.

The report also detailed the Sri Lankan Government’s sustainable procurement framework
as below:

a) Leadership and governance - it is important to consider governance elements related
to procurement, which will influence public sector organizations.

b) Organizational integration — ensure sustainable procurements are integrated in the
vision, mission, goals and policies of the organization. Ensure staff are also fully
aware of their obligations toward sustainability, include same as key performance
indicators and build their capacity accordingly. Staff should also be continuously
made aware of how to access information sources to apply the principles, review the
operational arrangements within the organizations that may impede implementation
of sustainable procurement.

c) Policy and Process Development — Develop policies which consider sustainability

factors during the procurement cycle, provide practical guidance and tools to assist
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policies, ensure procurement programmes and processes involve measures to
develop Sri Lankan strategic sourcing and market engagement.
d) Monitoring and Reporting - Establish a monitoring and reporting system that

provides a way to measure progress and achievement

The author opines that the Government of Sri Lanka recognizes the importance of
sustainability as a core component of effective procurement and have detailed an action plan
that provides a clear direction on how to make progress towards better, more sustainable

procurement.

(Rameezdeen & Silva, 2002) has discussed the change of procurement trends in the
construction industry of Sri Lanka especially focusing on the building subsector. A written,
structured questionnaire survey and unstructured interviews among professionals was used
as information colleting 