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Introduction/Abstract

Green, sustainable and circular public procurement are concepts that require a completely
different approach from the point of view of public procurement as well. An economic approach
that goes beyond the economic aspects of occasional procurement needs and is also suitable for
achieving wider effects. The legal foundations for these have already been mostly created by
the legislator at the EU and national level. However, the application of narrowly or broadly
interpreted green aspects requires the conscious behavior of the entire value chain of the given
procurement.

In our study, we examined (i) what exactly is covered by some definitions of public
procurement classified under the general term of green public procurement (sustainable public
procurement, circular public procurement), (ii) what is the ratio of green public procurement in
Hungary, and (iii) we tried to formulate proposals for the more effective application of green
public procurement.

Keywords: green public procurement, sustainable public procurement, circular economy,
circular public procurement, sustainability

JEL classification: H57, K32, 021, 052
LCC code: KKF1-4999

Material and Methodology

In terms of methodology, we used different solutions: in order to clarify the definitions, we
conducted a systematic literature search in studies following the introduction of green public
procurement in the EU. In addition, we also reviewed the studies on SLR prepared in the topic
(especially Quazi, 2022 and Bressanelli, 2019). In addition, we also reviewed those relevant
documents belonging to the field of soft law, which have an impact on the development of the
EU green public procurement market. We analyzed the proportion of green public procurement
in Hungary by studying the databases of the Public Procurement Authority and the Central
Statistical Office.

Our basic hypothesis is that although the legal framework is in place for the expansion of green
public procurement, their share in Hungary is still very low. At the same time, this is also an
obstacle to the spread of circular public procurement suitable for triggering much wider impact
mechanisms.
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Results
The concept of green, sustainable and circular public procurement

In the European Commission's interpretation, green public procurement (GPP) is "a process in
which public authorities wish to procure goods, services and works that have a lower
environmental impact during their life cycle than goods, services and works with the same
primary function. otherwise procure™ (European Commission, 2008, p. 4) that is, when applying
it, the authorities give preference to the procurement of those goods, services and works that
burden the environment to a lesser extent compared to other goods, services and works of the
same purpose”. Accordingly, green public procurement has been recognized by European
institutions as a means of supporting the transition to a circular economy (CE). The European
Commission's Public procurement for a circular economy. Good practice and guidance
brochure takes you the GPP definition provided in Commission "Public procurement for a better
environment".

The total value of public procurement in the European Union is around 2 trillion euros, which
represents 19% of the EU's GDP, and it cannot be disputed that it has a significant impact on
the Union's economy. On February 26, 2014, the European Parliament and the Council adopted
the currently effective directives on public procurement, in which sustainability also played a
significantly greater role. In order to transpose the directive, the Hungarian legislator adopted
Act CXLIII of 2015 on Public Procurement (hereinafter: Public Procurement Act), which
entered into force on November 1, 2015. The directive regulates the life-cycle cost as a kind of
cost-effectiveness method, to which both environmental externalities and social costs can be
related. The life cycle cost includes any cost that can be expressed in money and is linked to
the life cycle of the object of purchase - from planning, research and development to destruction.
In short, the essence of life cycle costing is to take into account the specific cost incurred during
the entire life cycle of a given product, service or investment. In contrast to green public
procurement, the concept of the life cycle is defined by the EU directive and the Hungarian
Public Procurement Act in point 7 of Section 3:

"life cycle: all the successive or interconnected phases of the use of a product, the provision of
a service or the existence of a construction investment - including the research and development
to be carried out, production, trade and its conditions, delivery, use and maintenance - from the
procurement of raw materials and the creation of resources to removal, disposal, the restoration
of the original condition of the given areas, and the end of the service or use." The life cycle
analysis thus examines the environmental protection aspects and their possible effects regarding
the entire life cycle of the object of public procurement (“cradle to grave" principle). The
provisions of Section 78 of the Public Procurement Act shall be interpreted closely together
with this definition, which show that life cycle costs can basically be divided into two groups:
(i.) internal costs and (ii.) costs attributable to environmental externalities. Internal costs include
costs such as acquisition, use and maintenance costs. The costs that can be attributed to
environmental externalities include, for example, the costs incurred during the extraction of the
raw materials used to produce the product (Dedk, 2019).

The European Union has developed green public procurement requirements for many product
and service groups, which it regularly reviews and updates. The requirements can be inserted
directly into the public procurement documents and contain information on the inspection
methods. Most of the requirements are available in all official languages of the EU.

The European Green Deal designates the strengthening of the importance of environmental
protection aspects in all EU policy areas in order to achieve sustainable and environmental
protection goals. The document states, among other things, that the authorities and, in particular,
the institutions of the Union must lead by example and conduct green public procurement
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procedures, and the Commission must create additional legislation and guidelines for the
member states and contracting authorities regarding green public procurement.

Regarding the content of these laws and guidelines, the Sustainable Europe investment plan
issued by the Commission states in more detail that the Commission will propose green
minimum requirements and target values to the Member States in order to green their public
procurement within the framework of various sectoral initiatives, EU funding or product-
specific legislation. In 2015, the EU adopted a document called "the realization of material
circulation - the EU action plan for the circular economy” (Action Plan), which states that the
Commission will begin to develop green criteria at the EU level, which contracting authorities
will be able to apply voluntarily during their procurement. Subsequently, in 2020, it adopted
the document titled "new action plan for a circular economy serving a cleaner and more
competitive Europe” (new Action Plan), which was created as a result of the revision of the
previous Action Plan. The new Action Plan recognizes that instruments such as the EU eco-
label or the EU criteria for green public procurement have a wider scope of application, but due
to the limitations of voluntary application arising from the directive regulations, they have a
less significant effect. The Commission will make proposals regarding the minimum mandatory
criteria and objectives of green public procurement with regard to certain sectoral legislation,
and will introduce mandatory reporting to the Member States to monitor the spread of green
public procurement, without thereby imposing an administrative burden on the contracting
authorities conducting public procurement procedures.

Although the aforementioned public procurement directive recognized the need to green the
public procurement process by introducing green aspects and wanted to create a feasible
regulatory tool in order to achieve environmental protection objectives, the non-binding
regulation led to the creation of a one-sided, on the one hand dynamic - but full of legal
uncertainties - toolkit (Pouikli, 2020) and despite the many efforts made by the EU legislator,
the spread of green public procurement remained limited (Melon, 2020). The contracting
authorities are not successful in the application of green public procurement aspects, the level
of spread and application, knowledge related to green public procurement aspects is insufficient
and therefore fragmented due to sectoral and geographical conditions (Melon, 2020).

Several authors have dealt with some issues of the global rise of GPP. Some of the authors
examine the obstacles to the spread of GPP (Brammer and Walker, 2011; Cheng et al., 2018; |
would travel et al., 2020), while others focus on the possible support tool system for the spread
of GPP (Luzzini et al., 2015, Harland et al., 2019, Wontner et al., 2020, Johnsson et under _
2022, Raj et al under _ (2020)).

According to representatives of the Hungarian literature, GPP requirements can be divided into
four broad categories. Based on this, they can be enforced in the public procurement technical
specifications, in the selection criteria (exclusion grounds, suitability criteria), in the evaluation
criteria (award criteria) and in the stipulations regarding the performance of the contract (Paksi,
2020).

GPP is increasingly being used as a national strategy as a means of transitioning to a circular
economy (Marian et under., 2020; Yuhong, 2020, Wijayasundara et al., 2022, Obwegeser and
Miiller, 2018, Kristensen et al., 2021; Rainville, 2021). At the same time, some authors point
out that the express relationship between GPP and CE is not yet fully developed (Fuertes et
under _ 2020).

In our previous research, we have already pointed out that the application of environmental
protection criteria in public procurement procedures can be suitable for promoting
environmental protection goals (Boros (2017). These are suitable for triggering positive
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sustainability effects in relation to the given procurement, while indirectly supporting the green
economic development of the entire value chain.

In addition, some authors highlight that the public sector, due to its huge purchasing power, is
exceptionally suitable to contribute to the achievement of local, national and international
innovation and sustainability goals (Kundu et under., 2020; Uyarra et al., 2020, Stokke at under
_(2022).

Here we should also refer to the concept of circular public procurement (CPP). The essence of
the new procurement method, apostolized as a type of “"green” public procurement, is to return
the goods or materials back into circulation at the end of their useful life. Through public
procurement that goes beyond the classic lifetime of goods, services and buildings, contracts
are created whose central element in achieving the goals of sustainable development is
circularity (Roleders, V. (2022), Farooq et under., 2019; Lahane et al., 2020), i.e. maintaining
the closed economic loop. CPP differs from previous procurement types (Sonnichsen and
Clement, 2020). Sustainable Sourcing (SP) and Green Sourcing (GP) always strive for
environmentally friendly materials, but CP strives to regenerate, recycle, rework, redesign,
reduce, recycle, remanufacture and improve to achieve zero waste Quazi et. under _ 2022). The
concept of sustainable public procurement (SPP) is distinguished from the concept of green
public procurement, which is a procedure during which the public authorities try to achieve an
appropriate balance of the three pillars of sustainable development - from the economic, social
and environmental point of view - when procuring goods, services or public works for the
project at all stages. In sustainable public procurement, authorities implement public
procurement aspects as part of a more comprehensive approach to sustainability, which also
addresses economic and social aspects.

According to some authors, CE creates new jobs and sectors that have a positive impact on
society (Zhang et al., 2021).

In the view of Quazi (2022), “the integration of circular procurement into the procurement
process, whereby organizations seek to procure regenerated biological materials towards a zero-
expiry life cycle concept. It not only closes the loop of the same supply chain, but also the loop
of another sector's supply chain based on close cooperation between stakeholders.”

Statistical analysis of the 2021 development of public procurements containing
environmental protection aspects

Starting from 2012, the legislative environment enables the collection of data of procedures that
include environmental (green) and/or social aspects as award criteria or other requirements,
which is only possible below EU thresholds, as due to the shortcomings of the standard forms,
such data are not available for procedures reaching or exceeding EU thresholds.

Social public procurement, i.e. socially responsible public procurement, means a public
procurement activity in which at least one of the following social aspects is taken into account:
job opportunities, fair work, respect for social and labor rights, social inclusion (including the
disabled), equal opportunities, accessibility and design suitable for all users; in addition, they
also consider sustainability criteria, including issues of ethical trade, and apply voluntary social
responsibility more widely, adhering to the principles contained in the Treaty on the
Functioning of the European Union and public procurement directives (Rezs6, 2022).

From January 1, 2012, the Public Procurement Authority also collects statistical data on social
aspects applied in public procurement procedures. In the contract award notice of procedures

42 DOI: 10.18531/Studia.Mundi.2022.09.04.39-49


https://doi.org/10.18531/Studia.Mundi.2022.09.04.39-49

Studia Mundi - Economica Vol. 9. No. 4. (2022)

conducted below EU thresholds, the contracting authority is obliged to indicate whether it
applied a social aspect in the procedure.

The development of public procurements containing social aspects between 2012 and 2020 is
illustrated in the graph in Figure 1.

Number and value of public procurements with social aspects between 2012 and 2021
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Figure 1. Development of the number and value of procedures containing social aspects
between 2012 and 2021

Source: Public Procurement Authority, Annual report, 2021.

In the case of public procurements below EU thresholds, which also include social aspects as
award or other criteria, the number of procedures and their contract value increased slightly in
2021 compared to the previous year. In 2021, 130 public procurement procedures applying
social aspects were conducted, in the framework of which contracting authorities spent a total
of HUF 19.5 billion.

According to the data of the Public Procurement Authority, in 2021, 2.9% of all public
procurement procedures conducted below EU thresholds contained a social aspect, and in terms
of value, which is 3.5% of the total value of public procurement procedures below EU
thresholds.

The vast majority of social aspects, more than three quarters, represent award criteria in the
relevant public procurements, the proportion of procedures containing social aspects formulated
as contractual conditions is around 15 percent, the frequency of occurrence of the other
requirements is not significant (Rezsd, 2022).

In 2020, due to the negative impact of the coronavirus pandemic, the number of social
proceedings fell to approximately a third of the 2019 figure, and the total value of the
proceedings fell to less than half, approximately 40%. In 2021, the number and value of public
procurement procedures with a social aspect increased considerably, by more than 20 percent
compared to the previous year: 130 such procedures were conducted, during which contracting
authorities spent HUF 19.5 billion. In 2020, 107 public procurement procedures involving
social aspects were conducted, with a total value of HUF 16 billion.
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Social public procurement represents a significantly smaller proportion below EU thresholds
than procedures with environmental (green) aspects. For both years, it is true that the ratio of
the number and value of green public procurements was over 10 percent (both were
approximately 11 percent in 2021), while in the case of social procedures, these ratios amounted
to less than 5 percent.

Analyzing the public procurements containing social aspects by the subject of the procurement,
we can see that the vast majority of such procedures, more than 90 percent (91.5% in 2021)
were public works, so it can be said that contracting authorities considered social aspects
primarily at public works (Rezsd, 2022).

Number and value of public procurements with green aspects between 2012 and 2021
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Figure 2. Development of the number and value of procedures containing green aspects
between 2012 and 2021

Source: Public Procurement Authority, Annual report, 2021.

In 2021, 501 green public procurement procedures were conducted below EU thresholds, where
contracting authorities spent a total of HUF 63.7 billion, which means that compared to the
previous year, the number of green procedures increased slightly, while their value decreased
slightly. According to the data of the Public Procurement Authority, 11.1% of the public
procurement procedures carried out below EU thresholds included an environmental aspect in
2021, so the proportion of public procurements including environmental aspects increased by
about 1 percentage point compared to the rate in 2020 (10.3%). 11.3% of the total value of
public procurement procedures carried out below EU thresholds included an environmental
aspect, which represented a decrease of only 1.8 percentage points compared to the previous
year's ratio (13.1%).

Based on the grouping by main subject matters, contracting authorities considered
environmental aspects again in the case of public works: 16% of the number of public works
carried out below EU thresholds, and 12.3% of their value, contained environmental aspects.
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According to Rezsd's study (2021), a total of 7,431 public procurement procedures worth HUF
3,263.6 billion were conducted in 2020, of which 474 included green aspects, with a total value
of HUF 68.5 billion. Compared to the local maximum experienced in 2018, there was a slight
decrease in both the number of procedures and the value of procedures in 2019, and in 2020 the
decline became significant, which specifically means that the number of green procedures was
almost halved (to 51.7%), and the total value represented by them dropped to around 60%
(57.2 %). In 2020, 10.3 percent of the public procurement procedures conducted below EU
thresholds included an environmental, i.e. green, aspect, so their proportion decreased by 2.3
percentage points compared to the proportion in 2019 (12.6%). Regarding the total value of the
procedures, only 13.1 percent of them included an environmental aspect below EU thresholds,
and this represents a decrease of 1.4 percentage points compared to the previous year's ratio
(14.5%).

Environmental aspects were mainly implemented by contracting authorities in the case of public
works. About 15 percent of the number and value of public works carried out below EU
thresholds included an environmental aspect, in the case of public supply and public services,
this ratio was only between 4-6 percent in terms of both their number and value, so only 4-6
percent of the procurement of public supplies and public services below EU thresholds included
a green aspect. In 2020, the vast majority of public procurement procedures containing green
aspects, approximately 60 percent, were limited to only 6 counties: Bacs-Kiskun-; Borsod-
Abatj-Zemplén-; Hajdu-Bihar-; Szabolcs-Szatmar-Bereg-; Pest County and Budapest. From
this point of view, the Central Hungarian region, i.e. Budapest and Pest counties, is also very
relevant, where 23.5% of green public procurement can be linked.
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Figure 3. Development of the number of public procurements with green aspects by
county, 2020.

Source: Rezso (2021).

45 DOI: 10.18531/Studia.Mundi.2022.09.04.39-49


https://doi.org/10.18531/Studia.Mundi.2022.09.04.39-49

Studia Mundi - Economica Vol. 9. No. 4. (2022)

Conclusions

In Hungary, the conditions are right for green public procurement aspects to spread and green
technologies to be applied. Evidence of this can be seen in the significant number of
procurements that include environmental aspects. In addition, the Public Procurement
Authority supports contracting entities obliged to conduct public procurement in their activities
aimed at conducting green public procurement procedures with a number of events and
informational publications, and in general the implantation of green public procurement in the
public consciousness. According to our point of view, a fundamental condition for the rise of
green public procurement would be the mandatory requirement of the application of green
aspects, as well as the stricter stipulation of environmental and sustainability criteria in the
technical specifications of public procurement, even in line with the expectations defined by
law. The other tool on the bidder's side is the existence of sustainability policy and activity
certification, as well as the widespread implementation of life cycle costing methods into
practice.

In addition, it is essential to provide detailed information on the characteristics of green,
sustainable and circular public procurement, as well as the possible ways and means of its
application.
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