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Abstract

This paper investigates the interlinkages between public financial management (PFM) and climate
change by focusing on greening public procurement (PP). The research focuses on the role of the
PFM environment in mainstreaming green considerations into public procurement to ensure
government spending contributes to reductions in CO2 emissions. To this end, three features of
the PP function are examined — its form of organization (degree of centralization), operation mode
(e-procurement), and financial conduct (Life Cycle Costing methods). For this purpose, extensive
desk research and interviews with relevant stakeholders in three selected case study countries (The
Netherlands, Austria, and South Korea) were conducted.

The study first reveals that a certain degree of centralization is necessary to mainstream
environmental considerations into the PP function and institutionalize GPP. Second, e-
procurement is seen as an effective enabler for including horizontal policy goals, such as
environmental considerations, in the PP function. Third, although LCC can be helpful, it is not
considered crucial for greening.

The following key success factors for greening PP can be derived from this research: The GPP
endeavor should be planned along with the various steps of administrative reforms. Merely
applying tools without a proper implementation process will not lead to success. Any modification
to the PP system should be addressed through a comprehensive change process inclusive of all
relevant stakeholders and the whole supply chain. A shift in paradigm concerning greening PFM
practice as a whole, allowing for climate-informed decision making, is necessary. This requires
embracing a holistic approach and considering a greening of the whole PFM cycle by
implementing measures that help generate information on negative environmental externalities
caused by public sector activities as well as on the financial and other impacts of climate change
on public finances.

This paper is a product of the PEFA Research Competition 2020: The Interplay of Climate Change
and Public Financial Management. The PEFA Research Paper Series provides open access to
PEFA-sponsored research to disseminate quickly knowledge that contributes to ongoing
discussions about public financial management (PFM) around the world. The broader objectives
of the PEFA Research Competition are to contribute to addressing gaps in knowledge on fiscal
management, how to improve PFM systems, and the practical implementation of PFM reform. The
papers carry the names of the authors and should be cited accordingly. The findings,
interpretations, and conclusions expressed in the papers are entirely those of the authors. They do
not necessarily represent the views of the PEFA Program or those of the PEFA partners.
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Executive summary

This study investigates the links between the public financial management (PFM) system and
climate change by focusing on greening public procurement (PP). PP is an element of budget
execution and, as such, a subsystem of the PFM cycle. It also investigates the role of the PFM
environment in mainstreaming green considerations into public procurement so that government
spending can contribute to a reduction in carbon dioxide (CO2) emissions. The existence of
structural obstacles indicates the need for technical interventions to optimize the PFM environment
in order to absorb greening reforms in PP better and more effectively. Hence, the focus is on
identifying enablers for greening PP by looking through the PFM lens. To this end, the study
examines three features of the PP function: form of organization, operational mode, and financial
conduct. An extensive desk research and 19 interviews were conducted with stakeholders in three
case study countries: Austria, the Republic of Korea, and the Netherlands.

First, the study analyzes the potential of green public procurement (GPP) measures to reduce CO>
emissions, finding that the effects of GPP measures on CO2 emissions cannot be quantified and
compared easily due to differences in the methodologies applied and disparities between economic
sectors and the design of GPP policies. Nevertheless, there is ample evidence that GPP has
significant potential to reduce CO. emissions. This potential results, among others, from the sheer
volume of public sector purchases and a government’s predisposition to lead the way in greening:
governments can display their willingness to go green by taking risks in the form of paying more
for eco-friendly products, applying innovative technology, providing subsidies or grants for
greening measures throughout the supply chain, and combining green targets with other
sustainability objectives to reap the benefits of mutual reinforcement. Despite a significant uptake
of general environmental considerations and green principles in PP, a gap is evident between the
GPP legal framework and actual implementation in many countries, even in economies that have
developed GPP through the enforcement of legislation.

Second, the study investigates the implementation gap and its causes, finding that most countries
have GPP policies and targets in place, but their corresponding actions at the national or
subnational levels lag behind and their policies and targets have not been met (GPP gap countries).
A second group of countries does not yet have a GPP legal framework in place and has no or very
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few GPP targets (basic GPP countries). A third group—the minority of countries—has a high level
of GPP implementation, meaning that they meet the majority of their GPP targets and their actions
at the national and subnational levels correspond closely to their GPP legal framework (advanced
GPP countries). Various barriers and hurdles to successful GPP implementation are identified,
indicating the need for technical interventions to address perceived or actual higher purchase
prices, unfavorable surrounding conditions, and structural obstacles related to the nature of
administrative reforms.

The finding of an implementation gap between the GPP regulatory framework and GPP practice
leads to the central research question: Whether and how can elements of the PFM system address
the implementation challenges and contribute to closing the implementation gap? Preliminary
research suggests that three enablers within the PFM system can play a pivotal role in this regard:
centralized procurement arrangements, electronic procurement (e-procurement), and life cycle
costing (LCC). The in-depth exploration of these three enablers reveals the following:

e A certain degree of centralization is necessary to mainstream environmental considerations
into the PP function and to institutionalize GPP since such strategic public procurement
requires a structured, coordinated approach on the part of all institutions affected.
Furthermore, centralized PP structures enable a pooling of knowledge, a
professionalization of GPP, and an increase of market power to steer production toward
sustainability.

e E-procurement is an effective enabler for including horizontal policy goals, such as
environmental considerations, in the PP function. Automation makes public procurement
more efficient, especially in the formal, more administrative phases, such as tendering and
award. This efficiency frees resources to strengthen the more qualitative tasks of pre- and
post-tendering, the phases of PP that contribute significantly to buying green as opposed
to simply greening the process itself.

e Conventional LCC in the spirit of a total cost of ownership (TCO) approach only makes
sense in the context of GPP for product groups that have follow-up costs, which is where
financial gains over the life cycle of a sustainable purchase can be shown. However, the
purchase price for greener solutions might still be higher, requiring more budgetary means
in the short run. This higher price needs to be either accepted by procurers or priced into
the budget allocation decision. Thus, although LCC can be helpful, it is not crucial for
greening.

This study is intended not only to foster an academic debate on the interlinkages between PFM
and climate change but also to provide a basis for tangible, universally applicable policy
recommendations for governments to equip themselves better for the evolving environmental
challenges. The following factors are found to be key for greening PP.

The GPP endeavor should be planned along the various steps of administrative reform. Merely
applying tools without a proper process of implementation will not lead to success. Any
modification of the PP system should be addressed through a comprehensive change process that



includes all relevant stakeholders and the entire supply chain, as GPP must be introduced in tandem
with markets and be met with goodwill and conviction by buying institutions.

Moreover, GPP cannot be a singular measure if a government’s ultimate goal is to reduce its CO2
emissions. A shift in paradigm with respect to greening PFM practice as a whole and allowing for
climate-informed decision-making is necessary. This shift requires embracing a holistic approach
and considering greening the whole PFM cycle by implementing measures that help to generate
information on the negative environmental externalities caused by public sector activities as well
as the financial and other impacts of climate change on public finances.

1. Introduction

Under the 2015 United Nations (UN) Paris Agreement, 196 parties recognized the “need for an
effective and progressive response to the urgent threat of climate change” and acknowledged that
“climate change is a common threat to humankind” (UN 2015). The 2019 emissions gap report of
the United Nations Environment Programme (UNEP) assesses the levels of current and estimated
future greenhouse gas emissions, of which carbon dioxide (CO>) is the most abundant. It concludes
that by 2030, “Emissions would need to be 25 percent and 55 percent lower than in 2018 to put
the world on the least-cost pathway to limiting global warming to below 2°C and 1.5°C,
respectively” (UNEP 2019a, 5). Decisive action to reduce greenhouse gas emissions globally is
urgently needed.

In order to achieve sustainability, a deep-rooted transformation of societies, economies,
infrastructures, and governance institutions is required. The Coalition of Finance Ministers for
Climate Action,! a group of finance ministers committed to combating climate change, recognized
the unique potential of public financial management (PFM) to address and manage challenges
stemming from global warming by providing adaption as well as mitigation tools through the PFM
system. The Helsinki Principles, which serve as guidance for coordinated action of the coalition,
explore, among others, the integration of eco-friendly aspects into the guidance, procedures, and
methodologies for public procurement.

This study analyzes how climate change considerations can be mainstreamed into the public
procurement process so that government spending can serve as a lever for green growth and
ultimately contribute to a reduction in CO2 emissions. In doing so, the public procurement (PP)
function is viewed through the PFM lens to investigate which PFM tools enable the greening of
the public procurement system.

1.1. What is (green) public procurement?

Public procurement is “the area of public administration concerned with the acquisition by the
government of goods, works, and services from the marketplace” (Sanchez 2013). It is an
operational function of government and an element of budget execution; as such, it is a subsystem

! See, for example, https://www.cape4financeministry.org/coalition_of finance_ministers.



in the PFM cycle. In the Public Expenditure and Financial Accountability (PEFA) framework for
public procurement, indicator P1-24 covers government spending on goods, services, civil works,
and major equipment investments. An efficient procurement system “ensures that money is used
effectively in acquiring inputs for, and achieving value for money in, the delivery of programs and
services by a government” (PEFA Secretariat 2019, 67).

The administration of PP varies between countries and can be a national, provincial, or district-
level responsibility or a combined responsibility. Public procurement is considered a critical link
between expenditure management and the attainment of a government’s broader economic and
social objectives (Sanchez 2013). In recent years, several horizontal policy goals have come into
play, including sustainability considerations such as environmental objectives (Handler 2015).

There is no uniform definition of green public procurement (GPP); in particular, there is no clear
definition of what “green” constitutes. The majority of descriptions of GPP are rather broad and
highlight the importance of replacing “standard” products with “more environmentally friendly”
ones. For example, the European Commission states that GPP refers to “a process whereby public
authorities seek to procure goods, services, and works with a reduced environmental impact
throughout their life cycle when compared to goods, services, and works with the same primary
function that would otherwise be procured” (EC and ICLEI 2016). Some definitions highlight the
importance of public finance in greening the public procurement function; for example, according
to the Korea Institute of Procurement (KIP), GPP is “a series of purchasing systems for products,
services, and construction through public finance with the purpose of minimizing the possible
negative impact of its required resources and energy on people, environment, and earth” (RK04).2

Given the absence of a common definition and therefore the absence of common standards for
calculating GPP, indicators describing what targets and goals have already been achieved by
governments in terms of implementing green criteria play a crucial role in monitoring GPP. There
are many indicators, and they differ between countries, including, for example, the number of
items procured that include green criteria, the economic volume of items procured that include
environmental criteria, the uptake of total cost of ownership (TCO) analysis, expenditure on eco-
labeled products, and share of the government budget spent on green items (UNEP 2017b).

In addition, national states and supranational organizations have developed various tools and
criteria to measure and promote greening in public procurement. Under the 2014 Procurement
Directives of the European Union (EU), all procurement contracts must be awarded to the most
economically advantageous tender, an approach that makes it possible for the procurer to award
and compare factors beyond price, such as quality and sustainability (EC 2017). Furthermore, the
concept of circular procurement for achieving GPP has gained increased attention in recent years.
Circular procurement refers to “the purchase of works, goods, or services that seek to contribute
to the closed energy and material loops within supply chains, whilst minimizing, and in the best
case avoiding, negative environmental impacts and waste creation across the whole life cycle” (EC
2017). Furthermore, the EU has developed “clear, verifiable, justifiable, and ambitious

2 Green public procurement is not the same as sustainable public procurement, although these two concepts are often
used synonymously. Sustainable public procurement refers to “a process by which public authorities seek to achieve
the appropriate balance between the three pillars of sustainable development—economic, social, and environmental—
when procuring goods, services, or works at all stages of the project” (EC n.d.-c).
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environmental criteria for products and services, based on a life cycle approach and scientific
evidence base” and, since 2008, has developed more than 20 common GPP criteria to facilitate the
inclusion of green requirements in public tender documents (EC n.d.-a). GPP criteria can be
formulated as selection criteria (criteria that refer to the selection of the tenderer), technical
specifications (minimum compliance requirements that all tenders must meet), award criteria
(criteria that refer to everything that is evaluated and scored for award purposes), or contract
performance clauses (clauses that are used to specify how a contract must be carried out).

Moreover, ISO Standard 20400 is directed toward public procurement and provides guidance on
how to integrate sustainability into the procurement process and into organizations’ procurement
policies and strategies (ISO n.d.). Several countries have developed their own eco-labels and
certification systems, such as the Republic of Korea (RK02).

In sum, awareness of GPP’s potential is growing, and efforts to implement it are increasing.
However, additional political stimulus will be needed if GPP is to become more accepted
internationally. Until then, GPP remains a largely underexposed subject, as outlined in the next
section.

1.2. Research questions and hypotheses

Although green public procurement has received increasing attention over the past decade, few
research papers have covered this topic (Testa et al. 2016), and sustainability considerations have
not yet been fully integrated into procurement processes (UNEP 2017b). In addition, the existence
of structural obstacles indicates the need for technical interventions.

This study investigates how the PFM environment can help to establish green considerations in
public procurement so that government spending can contribute to a reduction in CO2 emissions.
The focus lies on identifying prerequisites for greening PP by looking through the PFM lens. In
search of concrete enablers within the PFM system, three features of the PP function are examined:
form of organization, operational mode, and financial conduct. This broader systemic approach
has not been taken before, and the relevance of these aspects for GPP is underexplored. This study
is structured around three research questions, which are outlined next.

1.2.1. Research question 1: Can public procurement contribute to the
reduction of CO; emissions?

Few areas of government influence the private sector as directly as public procurement or have the
potential to change patterns of production and consumption. For this reason, governments can
contribute to local, regional, national, and international sustainability goals by using their
purchasing power to choose goods, services, and works with a smaller environmental impact (EC
and ICLEI 2016). Examining the size of this potential in terms of its quantitative impact on CO-
emissions leads to the first hypothesis (H1): GPP has the potential to curb CO2 emissions.



1.2.2. Research question 2: Is there an implementation gap between
the GPP regulatory framework and GPP practice?

The global uptake of environmental considerations and green principles in PP is significant.
Nevertheless, legally binding measures are rare, and the depth and rigor of criteria vary widely
(APEC 2013; EU 2012). Moreover, even economies that have developed GPP through the
enforcement of legislation are often faced with a gap between conceptual and actual
implementation (APEC 2013)—that is, a gap between GPP policies and actions performed at
national and subnational levels by procurement and other government officials (EC and ICLEI
2016). Investigating the presence of the implementation gap and its causes in the form of hurdles
and barriers to GPP leads to the second hypothesis (H2): There is an implementation gap between
the GPP regulatory framework and GPP practice.

1.2.3. Research question 3: How can the PFM system contribute to
closing the implementation gap and greening PP?

The PFM environment has a role to play in greening the public procurement function, as certain
systemic preconditions are crucial in order to mainstream eco-friendly considerations successfully
into PP. The PFM system may help to overcome implementation barriers in relation to the
organizational, operational, and financial conduct of public procurement. Examining three distinct
enablers within the PFM system that might facilitate an uptake of GPP practice leads to the third
hypothesis (H3): centralized procurement (H3a), e-procurement (H3b), and life cycle costing
(H3c) can facilitate the uptake of GPP practice.

1.3. Structure of this paper

This paper is structured as follows: Section 2 explains the methodologies chosen to explore the
three hypotheses. Section 3 investigates the potential of GPP to reduce CO2 emissions. Section 4
examines the implementation gap and identifies the main hurdles to implementing GPP. Section 5
describes the enablers of the PFM system and how they help to address these barriers. Section 6
presents the main findings and offers concrete policy recommendations. Section 7 concludes.
Appendix A provides information on the interviews conducted. Appendix B describes studies
quantifying the effect of GPP measures on CO. emissions. Appendix C details GPP uptake by
country.

2. Methodology

GPP is an interdisciplinary area, and this study takes a collaborative approach to studying it by
complementing desk research with expert knowledge gained through interviews in three case study
countries: Austria, Korea, and the Netherlands.



2.1. Desk research

In the desk research, existing literature was reviewed and data on all aspects related to the research
questions were gathered to develop the hypotheses, select countries for case studies, and lay the
groundwork for developing the questionnaire used to interview stakeholders. Papers from peer-
reviewed journals as well as publications from both government and nongovernment organizations
were reviewed. After the case study countries were selected, publications and internal documents
were reviewed to gain a deeper understanding of GPP in the case study countries.

2.2 Case studies

The three case studies were conducted to validate the hypotheses, identify good practices in GPP,
and ultimately derive policy recommendations on how the PP function can be greened in order to
reduce CO2 emissions.

The desk research focused on finding countries whose PFM environment and hence GPP measures
offer promising solutions to overcome the implementation gap. Austria, Korea, and the
Netherlands were selected because they are considered forerunners in green public procurement
(UNEP 2019b) and serve as models of good practice for other countries. Moreover, their
governments have been committed to GPP for a considerable time. This commitment is important
for obtaining conclusive information on the success factors and limitations of GPP functions and
for determining how they interrelate with the general PFM system. Given that the study takes a
functional perspective—that is, it focuses on elements of the PFM system that facilitate GPP—
focus was placed on the PFM environment rather than on factors such as level of economic
development. For the same reason, no attempt was made to achieve a balanced mix of developing
and developed countries. The intention was to identify what countries at a nascent stage of
implementing GPP can learn from the successes, failures, and challenges of economies at an
advanced stage of GPP implementation.

Following the selection of sample countries, semistructured interviews were conducted with
experts from government and nongovernment organizations involved in GPP. Each questionnaire
consisted of a standardized part to compare GPP practices across the three countries and a flexible
part to capture country-specific aspects as well as the institutional setting. The inductive approach
was complemented with a deductive approach: in addition to testing the hypotheses and identifying
good practices and challenges in GPP implementation, the aim was to identify relevant issues to
be explored in the context of GPP. Table 1 provides an overview of which country case study
serves to investigate which hypothesis.

Table 1: Validating the hypothesis through country case studies

Country H1 H2 H3a H3b H3c
Netherlands, the P P P X P
Austria (P P P (P) (P)
Korea, Rep. (P P (P P X

Note: P = can be investigated. (P) = can be partly investigated. X = cannot be investigated.



2.3.1. Case study 1: The Netherlands

The Netherlands is a leader in applying environmental criteria and is considered one of the seven
best-performing EU member states with respect to GPP (Hasanbeigi, Becqué, and Springer 2019;
PricewaterhouseCoopers, Significant, and Ecofys 2009). Furthermore, the country has designed
practical tools and structures to promote GPP (box 1). The CO. performance ladder is a
management system that contracting authorities can use to analyze CO2 emissions and to identify
and implement reduction actions; it is also a procurement tool that stimulates suppliers and
contractors to do the same. DuboCalc is a tool for calculating the environmental impact of
infrastructure projects (TNO1; TNO3). Furthermore, in 2005 the Professional and Innovative
Tendering Network for Government Contracting Authorities (PIANOo) was established to
professionalize procurement and tendering in all government departments. PIANOo consists of a
network of around 3,500 public procurement and tendering professionals. It pools knowledge and
experience in the area of PP and GPP, provides advice to relevant stakeholders, and fosters
dialogue between government contracting authorities and private sector companies.

Box 1: Select tools and organizations used to facilitate the implementation of green public procurement in the
Netherlands

CO: performance ladder

The CO: performance ladder is a certification system based on life cycle analysis (LCA) that helps (public and
private) organizations to reduce their carbon emissions. It is used as both a management system and a
procurement tool, helping organizations to gain insight into, and cut down on, their COz emissions and receive
an award advantage, with higher scores leading to a greater advantage in the tendering process. Both
contracting authorities and organizations can use the CO2 performance ladder when drawing up tender notices.

DuboCalc

DuboCalc is used to calculate the environmental costs of procurement. It calculates the effects of material and
energy use from extraction to demolition and recycling, resulting in an environmental cost indicator that
considers all relevant environmental impacts throughout the entire life cycle. The method is based on LCA.
DuboCalc is intended to achieve significant environmental benefits in the design, performance, and tenders for
civil engineering works.

PIANOo (Professional and Innovative Tendering Network for Government Contracting Authorities)

PIANOo was established to professionalize public procurement; it works for and with a network of around
3,500 public procurement and tendering professionals. It is an expertise center that brings together experts,
pools knowledge and experience, and provides advice to and fosters dialog between government contracting
authorities and private sector companies (PIANOo 2019). It also houses working groups and conducts
procurement training (EC and ICLEI 2016).

Sources: EC and ICLEI 2016; Rietbergen, van Rheede, and Blok 2015; SKAO 2020; see also
https://www.pianoo.nl/en/about-pianoo-0; https://www.dubocalc.nl/en/what-is-dubocalc/; and
https://www.skao.nl/en/what-is-the-ladder.

The Netherlands case study offers practical tools that help to promote GPP, which enables the
analysis of hypothesis H1 (GPP has the potential to curb CO2 emissions) and hypothesis 3c (LCC
is an enabler within the PFM system that facilitates the implementation of GPP). It also allows us
to investigate hypothesis H2 (there is an implementation gap between the GPP regulatory
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framework and actual GPP practice). Given the legally decentralized procurement structure in the
Netherlands (TNO3), it is also possible to gain insights into hypothesis 3a (centralized procurement
arrangements are enablers within the PFM system that facilitate the implementation of GPP).

Interviews were held with representatives from the following organizations:

e The Foundation for Climate Friendly Procurement and Business (SKAQ), which develops,
owns, and manages the CO; performance ladder

e The Netherlands Enterprise Agency (RVO), which is part of the Ministry of Economic
Affairs and Climate Policy and assists businesses in becoming more sustainable, among
other tasks

e The Professional and Innovative Tendering Network for Government Contracting
Authorities (PIANOO), described in box 1

e Rijkswaterstaat (RWS), which is part of the Dutch Ministry of Infrastructure and Water
Management and developed DuboCalc

e Copernicus Institute of Sustainable Development, Sustainable Development Expertise
Center, Utrecht University.

2.3.2. Case study 2: Austria

Austria has implemented GPP at the federal level and frequently serves as an international good-
practice example. In 2010 the government adopted a National Action Plan (NAP) for sustainable
public procurement (naBe-Aktionsplan), covering goals and measures for sustainable public
procurement (SPP)s3 as well as environmental criteria for products from 16 product groups (OECD
2015; AUQ2). The NAP is mandatory for the federal level and serves as baseline for other levels
of government, although some regions have even more ambitious green criteria than the federal
state. The NAP is being updated in 2021 to put greater weight on GPP, and the scope of product
groups is being extended. The Organisation for Economic Co-operation and Development (OECD)
has recognized Austria as a leading example with respect to its legal and policy framework,
environmental standards in procurement, professionalization of GPP, awareness-raising activities,
and monitoring (OECD 2015).

The organizational structure of the procurement function has important implications for greening
public procurement. In particular, a distinction can be drawn between decentralized and centralized
purchasing. Decentralized public procurement describes a process whereby a procurement
organization, in the absence of a central or controlling authority, is authorized to adopt purchasing
decisions individually within the legal and regulatory framework. Centralized public procurement
combines the procurement activities of at least two contracting authorities, which can eventually
culminate in demand aggregation. Such joint procurement as well as decentralized arrangements

3 Sustainable public procurement, of which GPP is a subcategory, is an umbrella definition comprising social as well
as environmental aspects.
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do not indicate administrative aspects and may occur at the federal, regional, and municipal levels
(Albano and Sparro 2010; EC 2008; Glas, Schaupp, and Essig 2017).

The Austrian approach explicitly takes into account the country’s federal structure and fosters
close collaboration between all levels of government. The Austrian Federal Procurement Agency
(BBG) is the centralized procurement body responsible for implementing the NAP and has the
mandate to support regions and municipalities through several channels, such as online platforms,
brochures, and help desks via the naBe platform (AUQ2).

Joint procurement initiatives also exist at the municipal and regional levels, comprising both ad
hoc and permanent arrangements (box 2). These initiatives yield convincing results regarding cost-
effectiveness and eco-friendliness. One example is the OkoBeschaffungsService (OBS), founded
for the specific purpose of conducting GPP for municipalities in the region of Vorarlberg (AU04).

Box 2: Information on two procurement agencies in Austria

BBG (Bundesbeschaffung)

BBG, the Austrian Federal Procurement Agency, is the central purchasing body for ministries, federal states,
cities, and municipalities as well as for outsourced organizations, universities, and health care facilities. BBG is
wholly owned by the federal government, represented by the Federal Ministry of Finance. BBG houses the naBe
platform, supporting the National Action Plan for Sustainable Public Purchasing, which is mandatory for public
entities at the federal level. The platform also serves as a competence center regarding GPP implementation.

OBS (OkoBeschaffungsService)

OBS is the regional purchasing body of the Vorarlberg Municipal Association. It supports municipalities and
public entities based in the Austrian region of Vorarlberg to procure sustainably. The OBS offers products and
services from more than 50 product groups and concludes framework contracts for its clients. The first set of
sustainable criteria was drafted as early as 1999, but municipalities had difficulty implementing it. The OBS
was established—almost simultaneously with the BBG at federal level —to address this problem and to conduct
green procurement for the regional public sector.

Sources: AU02; AU04.

The Austria case study is useful for examining the extent to which the structure and organizational
form of the procurement function affects GPP—that is, for validating hypothesis H3a (centralized
procurement arrangements are enablers within the PFM system that facilitate the implementation
of GPP) and, to a lesser extent, hypothesis H1 (GPP has the potential to curb CO, emissions) and
hypothesis H2 (there is an implementation gap between the GPP regulatory framework and actual
GPP practice).

Interviews were held with representatives from the following organizations:
e The Federal Ministry for Climate Action, Environment, Energy, Mobility, Innovation and
Technology (BMK), which is responsible for coordinating the NAP and represents the
policy side

e The Federal Ministry of Finance (BBF), which is the sole shareholder of the BBG
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e The Austrian Federal Procurement Agency (BBG), described in box 2

e The regional purchasing body of the Vorarlberg Municipal Association (OBS), also
described in box 2.

2.3.3. Case study 3: Republic of Korea

Korea has a long and deep-rooted tradition of green public procurement, being one of the first
countries to integrate GPP as a policy instrument (UNEP 2019b). The country offers “a convincing
case for a clear and well-aligned [GPP] framework” (OECD 2015, 9). Furthermore, Korea is a
frontrunner in using and linking electronic procurement systems and platforms for GPP
implementation and monitoring (UNEP 2019b.

GPP was first introduced together with the Korea Eco-label Certification System in 1992 and has
been booming since 2005, when the Act on Promotion of the Purchase of Green Products came
into force (Lee n.d.). The Eco-label system is fundamental to Korea’s GPP function, and it has
contributed greatly to its development (RKO03), because the GPP focus is on purchasing green
products, which are certified through one of three certification systems (Korea Eco-label, Good
Recycled Mark, and Carbon Footprint of Products) (RK05).

Korea’s Public Procurement Service (PPS) is in charge of procurement for central governments
and several public institutions that are subject to the Act on Contracts to Which the State Is a Party
(RKO02). Individual public institutions can only manage the purchase and tendering process through
their own procurement systems for purchases below certain thresholds. In addition, each local
government has its own procurement department and procurement officer (RK05). Korea has a
strong institutional framework for GPP implementation, as GPP is based on the collaboration of
four key agencies: the Ministry of Environment, the Korea Environmental Industry and
Technology Institute (KEITI), the Ministry of Economy and Finance, and the PPS (UNEP 2019).

Korea is one of the few countries with a well-established, well-functioning e-procurement system:
KONEPS, the Korea Online E-Procurement System. More than 70 percent of Korea’s total public
procurement and 80-90 percent of GPP are conducted through KONEPS (Kang 2018; RK02). The
system is highly recognized globally and is a benchmark for many developing countries (RK06).
Box 3 provides information on Korea’s public procurement institutions.

Including Korea as a case study is useful for investigating hypothesis H3a (centralized
procurement arrangements are enablers within the PFM system that facilitate the implementation
of GPP) and hypothesis H3b (e-procurement solutions are enablers within the PFM system that
facilitate the implementation of GPP). To a lesser extent, it is also relevant to hypothesis H1 (GPP
has the potential to curb CO> emissions) and hypothesis H2 (there is an implementation gap
between the GPP regulatory framework and actual GPP practice).
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Box 3: Public procurement institutions in the Republic of Korea

KEITI (Korea Environmental Industry and Technology Institute)

Affiliated with t