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Supporting the participation of micro- and small enterprises in public procurement processes can help promote inclusive and sustained 
economic growth. ©Getty Images/filipefrazao

I n view of the 17 Sustainable 
Development Goals (SDGs) and 

the 2030 Agenda for Sustainable 
Development, this case study highlights 
the experience of the Minas Gerais 
State Government in promoting the 
participation of micro- and small 
enterprises in public procurement.

In Brazil, the money spent by 
governments in procurement 
processes represents, on average,  
15 percent to 20 percent of the 
country’s gross domestic product  
(GDP) and mobilizes important  
sectors of the economy.

In this scenario, supporting the 
participation of micro- and small 
enterprises in these processes is 
strategic. Micro- and small enterprises 
are great influencers of Brazilian social 
and economic development. They 
represent most of the country’s formal 
business sector and generate more 
than 52 percent of formal employment 
opportunities.

Prioritization through 
legislation 

In 2006, through Complementary  
Law 123, Brazil established the 

National Statute of Micro- and Small 
Enterprises. Among other provisions, 
this statute regulated the participation 
of micro- and small enterprises in 
public contracting. Since then, Brazilian 
states and municipalities have been 
granted the ability to differentiate  
and simplify the treatment of micro- 
and small enterprises in their  
procurement processes.

In 2007, through State Decree 44.630, 
the Minas Gerais State Government 
created a new and simplified process 
for these enterprises. In 2011, State 
Decree 45.749 mandated that the 
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acquisition of goods and services 
valued at less than or equal to 
80,000 Brazilian real (approximately 
$25,000), be reserved for micro- and 
small enterprises. From 2013, this 
rule became mandatory for public 
procurement processes carried 
out by the executive branch of the 
Government, and for those carried out 
by the legislative and judicial branches 
of Minas Gerais.

In 2014, the Government of Brazil’s 
Complementary Law 147 further 
expanded the benefits to micro-  
and small enterprises throughout the 
national territory. These included:

•  An extension of the period for 
micro- and small enterprises to 
demonstrate fiscal regularity 
from two to five business days. 
After being selected as a winning 
bidder, proving fiscal regularity is 
a condition of doing business with 
the government in Brazil.

•  The mandatory reservation of 
contracts valued at or equal to 
$25,000 for micro- and small 
enterprises. The Minas Gerais 
State Government, and some other 
state and municipal governments, 
had followed this rule since 2011. 
This change, however, made it 

compulsory throughout Brazil  
from 2014 onwards.

•  The possible reservation of 
contracts for micro- and small 
enterprises based in the same 
city or region as the contracting 
authority. Currently, state and 
municipal governments are 
allowed to prioritize micro- and 
small enterprises headquartered 
locally or regionally, providing that 
the price of their offers does not 
exceed 10 percent of the lowest 
priced, technically compliant 
offer. This condition requires that 
authorization has been included 
in the bidding notice and is duly 
justified. The application of this 
practice is based on the premise 
that investing additional resources 
in the same regions helps to drive 
economic and social sustainability.

• Shortly after its adoption, the Minas 
Gerais State Government altered 
and updated its own legislation 
to adapt and align with the 
innovations brought by the latter.

Results

According to data from Welson 
Kleiton Antônio De Souza and 
Leonardo Lacerda Bittencourt Maciel,1 
the number of micro- and small 

enterprises registered in the General 
Suppliers Registry of Minas Gerais 
increased by approximately 40 percent 
between 2012 and 2015. In 2015, 
22,339 enterprises of this kind were 
registered, accounting for almost 70 
percent of all suppliers in the state 
database that year.

While changes in registration are 
important, according to Célio Cabral 
De Sousa Júnior,2 full success requires 
that public procurers place greater 
emphasis on regional considerations 
when defining their public 
procurement criteria. For example,  
78.5 percent of the total value of goods 
and services purchased by Minas 
Gerais in 2005 (i.e. more than $186 
million), came from suppliers located 
in the Metropolitan Region of Belo 
Horizonte (a micro-region of Minas 
Gerais). More work is needed to ensure 
that public procurement opportunities, 
and the economic and social benefits 
stemming from them, are equally 
distributed across regions.

In conclusion, the strategies 
adopted by Minas Gerais are helping 
Brazil to reach SDG 8, promoting 
sustained, inclusive and sustainable 
economic growth, full and productive 
employment, and decent work for all 

In many countries, micro- 
and small enterprises 
are a major source of 

private sector employment 
opportunities. ©Getty 
Images/shapecharge 
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W hile healthcare saves lives 
immediately, it can also harm 

the environment and threaten our 
ability to guarantee good health for 
future generations. That is one of the 
reasons sustainability is so important.

Public procurement, which traditionally 
connects the private and public sectors, 
is increasingly seen as a way to help 
advance the Sustainable Development 
Goals (SDGs). In 2012, recognizing the 
potential to accelerate development 
through procurement, UN agencies 
joined forces under the Sustainable 
Procurement in the Health Sector 
(SPHS)1 initiative to use their $5 billion 
in collective spending on healthcare 
related goods and services to review 
and change internal legislative and 
operational frameworks. The tools, 
guidance and network developed 
through these efforts focus on 
sustainable health (SDG 3), sustainable 
production and consumption (SDG 12), 
and mobilizing partners around the 
SDGs (SDG 17).

Health sector spending is an important 
portion of a country’s national gross 
domestic product (GDP). On average, 
total expenditure on health products 
and services is one of the highest line 
items in national budgets. In 2014, the 
World Health Organization (WHO)2 
estimated this number to be 10 

percent of GDP on average. Thus by  
integrating sustainability considerations 
into health procurement, countries 
can support the development of more 
environmentally sustainable health 
systems,3 enabling governments and 
international organizations to progress 
towards achieving SDG 3 national 
targets. Advances in climate-smart 
healthcare4 can also strengthen the 
health sector, boosting access to clean 
and independent energy,5 safe water, 
clean transport6 and cleaner  
waste disposal. 7

To support UN Member States in 
this process, the SPHS task team 
also delivered the official UN 
sustainable procurement training 
course – developed in partnership 
with UN Environment, UNOPS and the 
International Training Centre of the 
International Labour Organization – to 
a group of public procurement officials 
in 2016. Several modifications were 
made to the case studies and course 
materials to tailor it to the health  
sector context. During the training 
sessions, participants discovered 
methods for developing sustainable 
procurement policies, strategies, 
integrating sustainable practices into 
healthcare procurement processes  
and monitoring the implementation  
of their work.

Health sector 
public procurers 
as SDG pioneers
By Lorea Coronado-Garcia, Rosemary Kumwenda and Mirjana Milic, UNDP

A 6-month-old child 
receives a vaccine at an 

Anganwadi centre, which 
provides basic health 

care in Indian villages. 
©UNDP India/Prashanth 

Vishwanathan
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To enable this game-changing process, 
SPHS has invested in its collaboration 
with UN Member States, organizations 
and businesses. It has developed a 
global platform comprised of more 
than 3,800 experts who are leading  
the agenda. In support of SDG 17,  
the network is encouraging members  
to learn from one another and to  
draw lessons on what works – or  
what doesn’t – so they can be  
adapted locally.

We have a mechanism for doing 
this: the Saving Lives Sustainably 
website.8 The website offers hundreds 
of examples of good practice on 
sustainable health procurement. 
Through this network, new sustainable 
procurement criteria and tools have 
also been developed. In partnership 
with other non-governmental 
organizations, the focus has been 
on developing practical guides for 
procurement officers to monitor 
their partners against International 
Environmental Conventions.9 The aim 
is to remove priority toxic chemicals 

from procurement of health sector 
related goods while also supporting the 
development of a priority ban list of 
200 chemicals that are known to have 
harmful impacts on human health  
and the environment.

SPHS members recognize how 
important it is to lead by example.  
They have pledged to work 
collaboratively with suppliers and 
manufacturers of health products.10 
Successful responses hinge upon 
procurers’ relationships with suppliers 
and manufacturers and how these 
are managed, measured and grown.11 
Growing interest in this area also 
contributed to the development of the 
recently adopted Ostrava Declaration 
on Environment and Health.12

Creating partnerships in many 
countries, at both the local and 
international levels, is enabling  
health sector procurers to pioneer  
new models of consumption,  
production and environmentally  
sustainable health 
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Blockchain technology could be used to encourage sustainable development. ©Getty Images/monsitj
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Blockchain:  
The missing piece?
By Harry John, Procurement Leaders

P rocurement connects suppliers, 
buyers, people, donors and 

recipient governments. It is a vital 
link to achieving the Sustainable 
Development Goals. But, for 
procurement to meaningfully 
contribute to sustainable development 
it has to be both transparent and 
efficient. With the multitude of 
stakeholders involved, how do we 
ensure this? The answer could lie  
in blockchain technology.

As goods move through supply 
chains, they are subject to thousands 
of lines of communication between 
governments, organizations and 
individuals. Records of contracts, 
invoices, orders and many other 
transactions create an imponderable 
number of data points. 

For years, attempts to harness this 
data have seen companies experiment 
with sophisticated software and novel 
governance structures. But now, a 
fundamental change is on the horizon. 
One that challenges the essential way 
in which information is administered, 
not just between companies, but 
potentially right across societies. 

That change comes in the form  
of blockchain, the distributed  
ledger technology behind virtual  
currency bitcoin.

What is blockchain?

A blockchain is similar to a database, 
shared by a group. Like Wikipedia, 
this database allows all members 
of the group to view and make 
entries to it, each one representing 
a ‘block’ of data. Unlike Wikipedia, 
though, there is no central mediator. 
Governance is distributed among the 
participants who vote on which entries 
to verify as accurate. Once added 
to the system, each block of data is 
tied by cryptography to all previous 
ones, forming an unalterable, chain-
like structure of records. In theory, 
anybody with access to a blockchain 
is able see the entire history of 
transactions recorded on it.

Although originally conceived as 
a means of allowing individuals to 
transact in bitcoin, blockchain can be 
used to record and transfer ownership 
of anything that can be represented  
in computer code.

In 2015, the European Commission 
announced it was investing €5 million 
in distributed ledger technology for 
decentralized management of data on 
European citizens. Greece, Honduras 
and Sweden are all reportedly using 
this technology for management of 
land registries.

Supply chains’ best hope? 

Blockchain also presents an  
alternative to the way transaction 
data is currently managed in supply 
chains. The technology is expected to 
cut through complexity and improve 
tracking of goods on the move, 
although blockchain is not without  
its limitations. 

“Data exists [in supply chains] in 
paper form or in siloed systems, often 
within individual organizations, which 
might not agree with suppliers’ and 
customers’ systems,” says a researcher 
familiar with the technology.

Because of these inefficiencies,  
the cost of processing bills of lading, 
export declarations and other trade 
documents is estimated to be one-
fifth of the cost of physically moving 
goods around the world, according to 
a joint statement released by two large 
multinationals who are partnering 
to develop blockchain for use in 
commercial supply chains. 

By creating digital versions of trade 
documents and uploading them to  
a blockchain, companies in the supply 
chain with access to the ledger could 
view the status of goods in transit on-
demand – from the beginning of the 
supply chain to the end.
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“We envisage a situation where, say, 
a farmer in Mombasa can upload 
documents or sign off on a shipment 
using a simple mobile application that 
connects to our blockchain,” says a vice 
president at one company developing 
the technology for commercial use.

Stumbling blocks

Yet there are reasons to be sceptical. 
The willingness of the imaginary farmer 
in Mombasa, who the researcher 
notes has probably never heard the 
word ‘blockchain,’ to buy the hardware 
and software required to connect 
to a blockchain cannot be taken for 
granted. What is the use of a database 
that promises full visibility of a supply 
chain, if all parties in that supply chain 
don’t contribute to it? The answer:  
Not much. 

Then there is the question of reliability. 
By creating databases with no single 
governing authority, such as an 
organization or a government agency, 
legal questions relating to ownership 
and accountability of the information 
contained within those databases arise. 
Who, for instance, is to stop somebody 
with access to a blockchain feeding 
it bogus information? This question 
makes lawyers nervous.

In an interview, one lawyer points out 
that the “practical side” of recording 
the physical world on a blockchain 
“remains uncertain.” If human 
intervention is required in that process, 
there will always be a risk of error or 
malpractice.

No technology can be expected to 
eradicate crooked behaviour. But the 
hope is that ‘permissioned’ blockchains 
– the kind the corporate world is 
currently most attracted to – assuage 
such concerns by making the identities 
of individuals who can access the 
system known to all others.

It is the  ‘permissionless’ blockchains 
“where [in the eyes of regulators] the 
risk lies,” says a senior policy advisor at 
one law firm. That is because anybody 
can theoretically access and make 
entries to these blockchains. 

From a technical and a security 
perspective, the permissioned 
alternative is fundamentally different – 
but not infallible. As the policy advisor 
points out, these systems offer greater 
privacy than their permissionless 
counterparts. But because all 
participants to a permissioned 
blockchain must be known, those 
participants’ identities must be 
managed centrally by somebody.  
The European Network and Information 

Security Agency (ENISA) believes that 
may undermine blockchains’ safety. 
As authors of a 2016 ENISA report 
write: “All problems that had required 
hijacking of the majority consensus, a 
task that was potentially significant in 
undertaking, are now replaced by the 
hijacking of a single entity.”

As blockchain becomes more widely 
adopted, enthusiasts say it will become 
more powerful, while critics reckon 
its flaws will be exposed. “I always tell 
people that blockchain is here and now; 
the technology is ready,” argues the 
vice president. That may be so, but the 
people, organizations and lawmakers 
who will ultimately oversee use of the 
technology are not 
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A blockchain is a 
decentralized digital ledger 

of transactions that can 
be programmed to record 

almost anything of value 
with no intermediaries. 

Once information is 
entered, it’s locked in – it 
can’t be changed. ©Getty 

Images/Bannosuk
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