

BRIEFING NOTE

Additional Measure for the 2030 ERP:  
Deploy Net-Zero Procurement across all levels of government in Canada
 
Purpose 
This briefing note outlines how deploying Net-Zero Procurement (NZP) with speed and scale across all levels of government would financially incentivize 20-25% of Canadian businesses to commit to science-based targets (SBTs), and address 20-25% of Canada’s GHG emissions, by 2030.
Background context 
The Canadian Net-Zero Emissions Accountability Act commits the federal Government of Canada (GC) to reducing Canada’s greenhouse gas (GHG) emissions by at least 20% by 2026, by 40-45% by 2030, and by 100% by 2050, relative to 2005 GHG emissions. The 2030 Emissions Reduction Plan (ERP) includes 117 measures designed to meet those targets. However, the Commissioner of the Environment and Sustainable Development’s audit report in December 2023 found that the GC was not on track to meet either the 2026 or 2030 target. The report encouraged adding additional measures to the ERP. Net-Zero Procurement (NZP), deployed with speed and scale across all levels of government in Canada, would be a powerful additional measure to add to a revitalized ERP.
 
Net-Zero Procurement  
Net-Zero Procurement (NZP) ensures the GC obtains best value for money when purchasing the best and most low-carbon and circular goods and services, from the best and most low-carbon and circular suppliers, in support of the GC’s GHG reduction strategies, goals, and targets.
In an NZP system, goods and services are scored on how well they meet low-carbon and circular specifications. More importantly, suppliers are scored on their GHG reduction efforts and their commitment to circularity. In an NZP system, bid appraisals significantly weight both of the resulting product and supplier scores. That is, they each are worth at least 10% of available points in the tender. 
This is the signature feature of NZP – it financially incentivizes suppliers to reduce their product carbon footprints and their GHGs because they earn more points if they have a higher score, giving them a competitive advantage over other bidders. At contract time, NZP-related terms and conditions include verification of the winning supplier’s score, and penalties / incentives to ensure winning suppliers follow through on stated plans to further reduce their GHGs. 
Use the NZP Toolkit to deploy NZP with speed and scale 
A free, open-source Net-Zero Procurement (NZP) Toolkit expedites the integration of NZP into GC procurement processes. It includes 1) sample low-carbon and circular product specs used to score products; 2) a sample SME-friendly supplier assessment questionnaire used to score suppliers on their GHG reduction and circularity status; 3) a sample bid appraisal template; and 4) sample NZP contract terms and conditions. The four tools are non-disruptive add-ons to current procurement processes, not replacements. The Government of Canada (GC) can use the Toolkit to pilot and then systematically integrate NZP elements into current procurement processes in all levels of government. 


7 key features of the proposed NZP system
1. Governments are customers, not regulators. They are a market force.
2. It financially incentivizes suppliers to want to reduce their Scope 1 & 2 GHGs in line with science-based targets (SBTs).          
3. The supplier questionnaire is requested, not required. If suppliers get a low or zero score, they can still bid. This protects key supplier relationships.
4. The supplier questionnaire is self-scoring, reducing training requirements for procurement staff. 
5. It is fair to suppliers new to GHGs. Governments signal that the supplier questionnaire will be part of all tenders from now on. They send it to all suppliers, and encourage them to submit a baseline diagnostic now.      
6. A Supplier Support Hub builds supplier capacity to reduce GHGs.
7. It prepares suppliers for new markets like the EU that have stringent GHG-related criteria for suppliers.
Results by 2030
Unless businesses are motivated / incentivized to reduce their GHGs, they will not commit to science-based targets (SBTs), and they will not want to take advantage of all associated government help. Businesses are responsible for 80% of Canada’s GHG emissions. If they don’t want to reduce their GHGs and are not committed to SBTs, Canada will not make its 2030 or 2050 GHG reduction targets.
Today, only 0.06% of businesses in Canada are committed to SBTs. If NZP is deployed as described above, 20-25% of Canadian businesses will be committed to SBTs by 2030. Today, only 11% of Canada’s GHGs are addressed by companies’ GHG reduction efforts. If NZP is deployed as described above, 20-25% of Canada’s GHGs will be addressed by 2030.  

NZP is a high-leverage, high-value ERP measure 
The current 2030 ERP invests $9.1 billion in 117 measures and strategies across all sectors of the economy. Allocations for key measures range from $25 million to $2.2 billion. Successfully integrating NZP into all levels of government in Canada with speed and scale will require $30-$50 million to:
· Help governments subscribe to an online supplier questionnaire platform that meets criteria for provider credentials, question topics, supplier support, buyer support, and pricing.
· Arrange for the Supplier Support Hub to help suppliers with the questionnaire, setting targets, and reducing GHGs. 
· Provide necessary and appropriate support / incentives to all stakeholders. 
· Refine the NZP Toolkit and deploy it in other jurisdictions – a leadership opportunity for Canada at the next COP.
This funding ensures that NZP deployment throughout all levels of government will be one of the most effective revitalized ERP measures. Attaining Canada’s GHG emissions reduction targets without NZP is problematic.
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