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ADVANTAGES AND PITFALLS
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Public procurement, or the purchasing of goods and services by governments, is among
the most powerful policy tools available to the public sector. Accounting for nearly

14 percent of European Union GDP, it shapes markets, signals priorities and can in
principle create demand for transformative innovation. Green public procurement
(GPP), which aims to include environmental considerations in the procurement process,
has been identified as an important lever to deploy public spending in line with the

EU'’s climate goals. In this paper, we examine GPP as a strategic tool to support the EU’s
decarbonisation, industrial and geopolitical objectives, and assess it in context of the EU’s
broader policy agenda.

While we acknowledge the importance of GPP in the European decarbonisation process,
we argue that its widespread use might also lead to policy tensions with the EU’s other
strategic objectives, such as fiscal stability and strategic autonomy. Throughout the paper,
we illustrate how the interplay of these goals leads to trade-offs that are very complex to
accommodate.

While procurement can empower and add financial weight to European actions

aimed at achieving strategic goals, including decarbonisation, it can only be effective

if the EU’s underlying strategic policy goals remain consistent with each other. Trying

to fit procurement practices to multiple contrasting objectives might result in longer
procurement timelines, less competition, more administrative burden and higher costs for
governments. These risk hindering the effectiveness of European public administrations

in delivering on the objectives, and also in their daily operations, disrupting the public
administration’s purchasing practices. Finally, after having illustrated the potential benefits
and pitfalls of green procurement, we discuss and evaluate several policy tools that could
help the EU resolve the tensions that a widespread introduction of GPP might produce.
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1 Green procurement in context: the regulatory and political landscape

Traditionally, national governments and the European Union have seen the rationale for procurement
rules as: (1) avoiding spiralling costs for taxpayers, and (2] ensuring a level playing field between
companies from different EU countries when accessing national procurement opportunities (Bovis,
2024). Over the years, these cost-efficiency and competition objectives have been complemented by
a wide range of additional rules, in part aimed at ensuring certain carve-outs from competition rules
and at ensuring sector-specific quality parameters. Consequently, the EU’s public-procurement

framework is a dense and multilayered legal regime that governs around €2 trillion in annual spending.

The rules are set out by Directive 2014/24/EU on public procurement, Directive 2014/25/EU on
procurement in the water, energy, transport and postal sectors, and Directive 2014/23/EU on the
award of concession contracts. These are complemented by two main regulations: Regulation (EU)
2016/7, which provides standard forms for procurement notices, and Regulation (EU) 2022/2560 on
foreign subsidies. In addition, the framework includes numerous delegated and implementing acts
that define technical specifications and administrative procedures, and a very large number of
national and local rules, practices, platforms and approaches. The common legal superstructure is
further complicated by national transpositions of directives, which often introduce additional
procedures, thresholds or interpretation variances. Firms bidding in multiple member states must thus

not only navigate EU-level rules but also divergent national and often local practices.

The EU rules promote the use of ‘most economically advantageous tender’ (MEAT] criteria, which aim to
obtain the best value for money taking into account quality, environmental and social factors, lifecycle
costs and innovation. While this was a first step towards implementing green public procurement

(GPP) practices across the EU, many national authorities still default to awarding contracts based on
lowest price for reasons of administrative simplicity and legal risk aversion, effectively reducing the
greening effects of the rules. Over 60 percent of contracts in the EU are awarded on price alone, with
shares ranging from under 10 percent in France and Croatia, to over 90 percentin Cyprus and
Slovakia®. This fragmentation undermines the single market, raises transaction costs and limits the
ability of procurement to contribute to strategic goals such as decarbonisation and industrial

resilience.

The use of GPP is also difficult to track across EU countries, as there are no clear criteria in current
tender databases. Rosell (2021) used text-based analysis to identify possible sustainability
considerations in tendering data using a database of about 1 million contracts, and found that the
proportion of MEAT contracts including green criteria was 7.2 percent. Norway, France and Denmark
lead the efforts in implementing green criteria in public procurement (Rosell, 2021). In terms of

! See European Commission Single Market and Competitiveness Scoreboard, available at https:/single-market-
scoreboard.ec.europa.eu/business-framework-conditions/public-procurement en.
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sectors, GPP seems to be more applied in environmental, social protection and general public services

sectors — so seemingly focusing on indirect procurement.

Apart from regulatory fragmentation, reliable data is lacking on public procurement. Current data is
based on information in calls for tenders, which is the main source used in tracking public
procurement at a systematic level. However, there is little detail about GPP, pricing and comparability.
In addition, different sources have vastly different coverage and databases are of limited quality, as
highlighted by the European Court of Auditors (ECA)?, the European Commission? and others (for
example, Open Spending EU, 2023). ECA has evaluated public procurement processes in the EU and
found, among other shortcomings, that pricing data is not monitored at all (ECA, 2023). Accordingly,

the impact of greening public procurement will likely be difficult to monitor.

In addition, many publicly available databases are maintained at EU level and only require reporting by
EU countries above certain thresholds. This leads to limited and uneven coverage across EU countries,
as some countries report tenders below the threshold on a voluntary basis. In this paper, we

nonetheless use data on calls for tenders to obtain a broad overview of the sector.

The European Commission published a roadmap for overhauling the EU’s procurement framework in
February 2025 (European Commission, 2025a), focusing on the introduction of binding non-price
criteria and the strengthening of joint procurement mechanisms. These reforms will be delivered via
three major initiatives: the Industrial Decarbonisation Accelerator, a revision of the public procurement
directives and the creation of a Critical Raw Materials Centre. These initiatives are closely aligned with
the EU's broader industrial and climate agenda, including the Net Zero Industry Act (Regulation (EU)
2024/1735) and the Green Deal Industrial Plan (European Commission, 2023). In section 4, we
discuss these more in detail. However, implementation timelines remain slow, with most binding
changes unlikely to take effect before 2028—-2029.

Importantly, the Commission does not act in a political vacuum when pursuing decarbonisation of
public-sector purchases. Despite the relatively disappointing results for green parties in the 2024
European elections, support for GPP remains high among both experts and the general population.Ina
limited survey of experts, Lappe and Nicoli (2024, 2025) found that even though expert respondents
on average were split equally between focusing EU reform efforts either on competition or on
decarbonisation, including GPP criteria causally improved policy support among experts by about 10
percent (Lappe and Nicoli, 2024). Support from the general public is found to be even higher. In France,
Germany, Italy, Spain, Poland and the United Kingdom, support for GPP was very high, even if it is
associated with extra costs (data from spring 2025; Table 1). Support is highest in France, the country

2 See ECA dashboard (linked to ECA, 2023), https:/public.tableau.com/app/profile/gti1940/viz/eca dashboard/Story.

3 See, for example, European Commission, ‘Public Procurement Indicators 2022’,
https://ec.europa.eu/docsroom/documents/60615, which notes that “Often there are unrealistic low values and reporting
mistakes [notably in the form of nonsensically large values)”.
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that currently makes the greatest use of non-pricing criteria in public procurement. Support is below
50 percent only in Poland, which has a historically complex relationship with the green agenda.

Table 1: Public support for GPP

‘Governments should purchase sustainable products, even when non-sustainable alternatives are
cheaper’

Italy Germany UK France Poland Spain Total

nr % nr % nr % nr % nr % nr % nr %

Disagree | 158 | 11% | 179 | 12% | 202 | 13% | 144 | 9% 285 | 19% | 171 | 11% | 1,139 | 13%

Neutral 512 | 34% | 534 | 36% | 485 | 32% | 428 | 28% | 507 | 34% | 474 | 32% | 2,940 | 33%

Agree 830 | 5%5 | 7?91 |53% | 813 | 54% | 949 | 62% | 709 | 47% | 855 | 57% | 4,947 | 55%

Total 1,500 1,504 1,500 1,521 1,501 1,500 9,026

Source: Politecnico di Torino/Bruegel data, May 2025. Note: data collection was carried out by IPSOS Netherlands on behalf
of Politecnico di Torino. Each country sample of 1500 respondents is representative for three age groups, three educational

groups, gender and regional distribution.

This strong level of public and expert support show that despite drawbacks (see sections 3 and 4}, GPP
enjoys a degree of ex-ante legitimisation. Yet, what exactly constitutes ‘green’ procurement often
remains hidden in the complex and segmented web of EU and national rules. Before discussing the
tensions characterising GPP, the next section defines it more precisely, clarifying the distinction

between direct and indirect forms of green procurement.
2 Green public procurement as a lever for decarbonisation and strategic use

Green public procurement (GPP) is defined by the European Commission as a process through which
public authorities seek to “purchase goods, services and works with a reduced environmental impact
throughout their life cycle™.

Green procurement can occur through both direct and indirect mechanisms. In the case of direct
greening, procurement targets a product whose intrinsic attributes can be made environmentally
friendly, such as low-emission vehicles, energy-efficient buildings or recycled construction materials.
By contrast, indirect greening refers to actions to ‘green’ the procurement process involving services
that do not lend themselves well to direct greening. Typically, the environmental standards are then
applied to the supplier or service provider, such as requiring certifications, greenhouse gas reporting or
responsible sourcing protocols, irrespective of the specific good or service procured (Benachio et al,

4 See European Commission website on Green Public Procurement, available at https:/green-forum.ec.europa.eu/green-
public-procurement en.
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2019]). The distinction therefore lies in whether the environmental criteria relate to the object of the
procurement (product-level) or to the institutional performance of the provider (organisation-level].

In principle, while ‘direct’ forms of GPP are open to both product- and organisation-level criteria, indirect
procurement, which typically characterises services provision, lends itself best to organisation-level
criteria. In practice, however, public administrations typically procure ‘packages’, ‘bundles’ or ‘projects’
thatinclude the provision of professional services (eg an architectural project] and the execution of
the package or project. This implies that, from a data perspective, it is hard to disentangle the exact

share of each.

Figure 1: Total value of direct and indirect green procurement, 2013-2022
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Source: Bruegel based on Tenders Electronic Daily (TED).

Around 24 percent of procurement is indirect, mostly related to services. This distinction has
implications for when and how greening occurs within the procurement process. As mentioned,
greening can be embedded at either the product level (eg minimum energy efficiency thresholds) or
the company level (eg company-wide emissions targets). Moreover, these criteria can be applied at
different stages of the process. Criteria can be introduced at the eligibility stage (eg excluding
suppliers without sustainability certifications) or at the award stage (eg giving extra weight to low-
carbon solutions under MEAT). Each of these configurations presents different trade-offs in terms of

enforceability, administrative burden and market impact.

Table 2 maps these configurations in relation to the way in which environmental criteria are applied
(eligibility vs. award; see also Appolloni et al, 2019) and the level at which they are targeted (product
vs. company). This framework helps visualise the main trade-offs: product-level greening may be
easier to measure but risks reducing competition and, if coupled with eligibility criteria, may narrow
the pool of bidders; company-level criteria may encourage broader transformation but may be harder
to enforce. Similarly, eligibility filters can rapidly shape supply chains but may create entry barriers;

award-stage greening offers more flexibility but risks dilution if price remains dominant.



Table 2: A basic typology of GPP

Approach

Level
Eligibility Awarding

Tender eligibility includes green criteria at
company level.
Companies not fulfilling the exclusion criteria
are excluded.

Award criteria include green
criteria at company level, with a
certain weight vis a vis price.

Company level

Tender eligibility includes green criteria at Award criteria include green
Product level product level. Companies not offering products criteria at product level, with a
fulfilling the exclusion criteria are excluded. certain weight vis a vis price.

Source: Bruegel.

Two fundamental functions underpin the effects of GPP. The first function of GPP posits that changing
procurement practices will impact the carbon content of public expenditure through direct or indirect
channels. The second function pertains to the strategic use of GPP to create demand and market for
certain products, allowing producers to scale up. Typically, the academic literature focuses on this
second function, describing GPP as a demand-side policy instrument that stimulates markets for
sustainable goods and services. These are often referred to as strategies aiming to ‘lead market
creation’. For instance, the OECD (2015) frames GPP as a strategic tool for eco-innovation and
sustainable consumption, while Testa et al (2016) stressed that GPP allows public buyers to exert

environmental influence through tender requirements.
2.1 The procurement-decarbonisation link

In the EU, public procurement accounts for about 14 percent of GDP, while accounting for 10 percent of
the EU's carbon emissions (Aulanier et al, 2024). This indicates that the public procurement
component of the public sector is already fairly efficient from a carbon intensity standpoint, not
because of any inherent feature of public procurement practices, but because the carbon intensity of
the goods and services procured by the public sector is lower, on average, than the carbon intensity
purchased by other consumers. For instance, the European Parliament estimates that agriculture is
responsible for 10 percent of EU emissions but accounts for only 1.4 percent of GDP, and
manufacturing is about 23 percent of EU GDP, but accounted for more than 20 percent of total
emissions in 2022 (and 30 percent on average between 2013 and 2022)°. However, manufacturing is
important in public procurement, while agriculture is not, and manufacturing is still quite carbon-
intensive compared to other important parts of procurement, such as services (Figure 2, both panels).
In turn, this implies that public procurement can only be further ‘greened’ if decarbonisation takes

place in those parts of the economy that are both large emitters and heavily featured in public

5 See European Parliament, ‘Greenhouse gas emissions by country and sector (infographic)’, last updated 2 December
2024, https://www.europarl.europa.eu/topics/en/article/20180301ST098928/greenhouse-gas-emissions-by-country-and-

sector-infographic.
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procurement activities. These are the sectors in the upper-right corners of Figures 2a and 2b —

primarily manufacturing but also construction, utilities and transportation.

In other words, in order to maximise the impact of GPP on the reduction of emissions, any green
procurement criteria should be particularly suited for application to sectors that account for: (1) large
parts of public procurement, and (2] large shares of emissions. Note that this is an illustrative
comparison, as emissions data displayed does not necessarily reflect purchasing patterns in public

procurement®.

When ‘filtering’ data for these two criteria (finding an overlap between above-average values for (1)
and (2], the following sectors can be identified: utilities (related to energy products) and
manufacturing (which includes medical equipment and transport vehicles). In Figure 2a, we show the
shares of these sectors in public procurement and their C02 emissions. Apart from the sectors
mentioned above, construction stands out as an important sector for public procurement and its
potential impacts on indirect emissions reduction through, for example, energy-efficient buildings,
while transportation is an important sector for C02 emissions. In aiming to decarbonise, public
procurement can be a strong lever, in particular in sectors such as manufacturing, construction and
utilities, to which a large part of public procurement is directed. GPP and regulation around it should
prioritise focusing on areas where its impact can be high. In balancing administrative burden,
effectiveness and feasibility of cross-cutting green criteria, these sectors could be treated as priorities
in terms of monitoring the effectiveness of GPP and developing firstideas on implementation.

® Note that, for example, medical equipment is a very important part of procurement associated with the manufacturing
sector, which is not reflected in the aggregate sectoral data.



Figure 2a: Simultaneous importance of sectors in public procurement and CO2 emissions (%)
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Figure 2b: Simultaneous importance of sectors in public procurement and CO2 emissions (log
scales)
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Source: Bruegel based on Tenders Electronic Daily (TED) and Eurostat. Notes: Based on data from 2013 to 2022. CPV to
NACE classification based on European Commission (2021). The labels are as follows: A (Agriculture, forestry and fishing],
B (Mining and quarrying), C (Manufacturing), D-E (Electricity, gas, water supply; sewerage, waste and remediation), F
(Construction], G (Wholesale and retail trade; repair of motor vehicles), H (Transportation and storage), | (Accommodation
and food service activities), J (Information and communication), K (Finance and insurance activities), L (Real estate
activities), M-N (Professional, scientific, technical, administrative and support services), 0 (Public administration and
defence; compulsory social security), P (Education], 0 (Human health and social work activities), R-S (Arts, entertainment,

recreation and other service activities).



3 The DAS trilemma

GPPis part of a broader range of policies aiming to foster the green transition, and — not dissimilarly
from other actions — it brings trade-offs with other public policy objectives. By setting higher
environmental standards in procurement and guaranteeing long-term demand for green goods and
services, procurement can shape markets and reduce emissions, thus constituting a cornerstone of
the European green transition. This represents not only a strategic objective for the EU in itself, but also
a security priority (Castrén and Hakala 2022}, and in a world that is, by necessity, increasingly
sensitive to the environmental costs of economic growth, a vector for competitiveness. These long-
term contributions of the green transition to Europe’s overall wellbeing must however be assessed also
in light of shorter-term trade-offs. In leveraging public procurement for the green transition, trade-offs
with other EU policy priorities must be weighed up. In particular, the green transition more in general,
and GPP more specifically, could be at odds in the short term with other major EU priorities, including
strategic autonomy and budgetary and price stability. We refer to this configuration as the DAS

(decarbonisation, autonomy, stability) trilemma, as illustrated in Figure 3.

Figure 3: The DAS trilemma
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Source: Bruegel.

Budgetary/price stability and strategic autonomy without decarbonisation. This first combination
outlining the trilemma assumes the absence of GPP and describes partly the current situation, in
which buyers largely focus on the cheapest price. In addition, if one were to pursue strategic
autonomy simultaneously, ie approaches such as ‘Buy European’, decarbonisation goals could be
compromised. We will not discuss this specific case further, as GPP is the focus of this paper and thus

decarbonisation is an essential part of the discussion.



Decarbonisation and budgetary/price stability without strategic autonomy. The second possible
trilemma implies a situation in which GPP is adopted taking into account its impact on the fiscal
sustainability of the public sector, and ultimately on price stability. In practice, this means that the
procurement of green products is awarded to the most competitive bidder, regardless of its origin.
Essential products for decarbonisation, such as solar panels, electric vehicle batteries and wind
turbines, are largely imported from China as the market leader, while other technological products (eg
advanced semiconductors] rely on American, Taiwanese or South Korean supply chains (Franco and
Groesser, 2021). This poses strategic challenges: the EU’s climate goals increasingly depend on
suppliers that may not share its geopolitical interests, in particular when taking into account
availability and price competitiveness. The uncertainty triggered by the second Trump administration
indicates that the international stances of countries might be more changeable than previously and
also that partner countries might not be in full control of their supply chains. Dependence on foreign
supply chains may both decrease the lead-market creation impact of GPP (and thus keep prices high
domestically), and make the EU as a whole more vulnerable to global shocks that might affect supplier
countries, even when their geopolitical interests are aligned with those of the EU.

Decarbonisation and strategic autonomy without budgetary/price stability. Efforts to ‘de-risk’ supply
chains by fostering European production — which would be consistent with both a stronger market-
creation effect and more strategic independence — could drive up prices or delay deployment
timelines. The simultaneous pursuit of decarbonisation and strategic autonomy may not be feasible in
the short run without significant additional costs. Green goods often come with substantial price
premiums (Box 1), which may result in higher public spending, which — all else being equal — may
endanger fiscal sustainability. Simply put, given that public procurement accounts for about 14
percent of GDP, if the public sector were to pay a premium for green goods and services equivalent to
the premium that green products command in the market (Box 1), the resulting effect might increase

public deficits by several points of GDP, with ensuing macro-economic effects.

These dynamics could unfold in a macroeconomic environment shaped by tight fiscal rules and
inflation concerns. Absorbing the green premium in public contracts is economically and politically
difficult. Public authorities are under pressure to deliver value-for-money, reduce deficits and avoid
actions that might contribute to inflation, such as paying more for goods and services, especially when
it comes to large-scale infrastructure or energy projects. Strict application of non-price standards can
also exert pressure on national budgets at a time when the EU’s investment needs are estimated at
about €800 billion annually (Draghi, 2024).



Box 1: The green premium

While data on any green price premium in procurement markets is limited, several studies have
attempted to model the green price premium in consumer markets. These estimates vary greatly
across products and buyers. Kearney in 2020 estimated that sustainable consumer products are 75
percent to 85 percent more expensive than their conventional counterparts, though only 25 percent
to 35 percent of this premium stems from actual production costs, the rest reflecting marketing and
segment positioning’. In construction, estimates place the green premium at between 14 percent
and 31 percent (Dwaikat et al, 2016; Chegut et al, 2019; Del Giudice et al, 2021). Bolatova et al
(2025), monitoring market trends, reported a green premium on steel of between 20 percent and 30

percent.

Importantly, these cost differentials may exceed the estimated willingness to pay. Consumers, for
instance, may be willing to pay on average only around 10 percent extra for sustainable products
(PwC, 2024). In the public sector, where procurement is subject to budgetary and political scrutiny,
such premiums might be difficult to absorb, especially after a period of relatively high inflation
which has impacted public procurement significantly, for example by leading to a decrease in the
number of offers received per call for tenders (Klimaviciaté et al, 2024). However, consumer
markets and procurement often display very marked differences, and GPP, even if associated with
higher prices, is received positively by the general population (see section 1), although it remains
unclear whether this principled public support translates into the acceptance of an implicitly higher
tax rate.

3.1 Budgetary and price stability in the presence of GPP

Figure 4 provides an overview of the theoretical avenues through which GPP in particular may lead to
price increases, which in turn could have an impact on the fiscal stability of member states.
Introducing binding non-price criteria into procurement processes can yield positive environmental
and social spillovers but these benefits are not cost-free. A growing body of research and policy
analysis has identified several channels through which green procurement may result in increased
prices for goods and services, especially in the short to medium term. In principle, we identify five
avenues through which GPP criteria may end up generating higher prices.

7 Kearney, ‘Why today’s pricing is sabotaging sustainability’, 11 September 2020,
https://www.kearney.com/industry/consumer-retail/article/-/insights/why-todays-pricing-is-sabotaging-sustainability.
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Figure 4: Theoretical avenues for price increases
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Source: Bruegel.

e Quality effects: Green products often cost more because of superior performance, durability or
sustainable inputs. For example, building materials with verified environmental product
declarations (EPDs) or energy-efficient machinery typically carry higher sticker prices (Chegut et
al, 2019; Dwaikat and Ali, 2016).

e Scale effects: Many green product markets remain subscale (Zhang et al, 2017]. Until they
achieve economies of scale, producers face higher per-unit costs (Schmidt, 2001; Ulki and
Hsuan, 2017), which are reflected in bid prices. This is particularly evident in sectors such as
green hydrogen, carbon-neutral cement and bio-based polymers. In general, it is reasonable to
expect such effects to be especially prominentin manufacturing, which involves large fixed costs
and therefore production is sensitive to market size.

e Access effects: Certain green inputs, such as cobalt, lithium and rare earths, are geographically
concentrated and subject to price volatility or export restrictions. Procurement rules that require
high environmental performance may unintentionally concentrate demand on a narrow band of
qualifying suppliers, thereby pushing up costs. Moreover, limited availability might lead to supply
fragmentation across European countries, whereby supply might be available but farther away
(and therefore costlier to access), than the non-green alternatives.

e Segmentation effects: Suppliers must navigate different definitions of ‘green’, increasing
compliance burdens and reducing effective competition. This may result in fewer bids and higher
local prices. The proliferation of national and local rules creates costs and complexity for suppliers,
which may lead them to pass through the costs to buyers or drop out from participating in calls for
tenders, effectively reducing the effective locally available supply and therefore increasing costs.

e Capture effects: Finally, poorly designed non-price criteria can be exploited by incumbent or
politically favoured firms. This can reduce transparency, weaken competition and inflate prices
under the guise of green compliance. Since non-pricing criteria introduce a layer of often
qualitative assessment of bidders, these may result at times in corruption potential, but also in the
development of long-term, personal relationships between certain suppliers and buyers.
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Capturing price effects in public procurement proves challenging, as pricing data in procurement is
notoriously difficult to measure. In current procurement databases there is information on whether an
award decision has been made based on the lowest price, or MEAT criteria (Figure 5). A sectoral
examination shows that lowest price criteria are particularly applied in the manufacturing sector.
Sectors for which the lowest price criteria are most often chosen are most likely to be subject to price

increases when additional criteria are taken into account during the procurement process.

Figure 5: Contract awards per sector by criterion, 2013-2022

B Awarded by lowest price Awarded according to MEAT

100%
90%
80%
70%
60%
50%
40%

30%
20%
10%

0%

Manufacturing  Electricity, gas, water ~ Construction Transportationand  Information and Professional,
supply; sewerage, storage communication  scientific, technical,
waste, and administrative, and
remediation support

Source: Bruegel based on Tenders Electronic Daily (TED). Note: Based on data from 2013 to 2022 for share in public

procurement. CPV to NACE classification based on European Commission (2021).

In implementing GPP, public procurement offices are likely to be faced with higher product costs. Wang
et al (2020) studied the impact of GPP on prices in China and found that the implementation of GPP
decreased price efficiency (where price efficiency is defined as savings in the procurement process).
Simcoe and Toffel (2014) examined the impact of US municipal policies requiring governments to
procure green buildings certified via private-sector adoption of a green label. While the authors found
positive spillover effects of the policy on label adoption, they also noted that buildings carrying the
label charged a 3 percent to 5 percent rent premium and had higher sale prices. The World Economic
Forum has estimated that achieving net zero in the global public procurement sector will lead to a

green premium of 3 percent to 6 percent (WEF, 2022).

Apart from the green premium as a direct factor leading to higher procurement prices, GPP can also
have indirect effects on price. Drake et al (2024) studied the effects of more stringent GPP
requirements on competition and bids in Swedish cleaning service procurements. The authors found
that stricter GPP requirements reduced competition and were followed by increased prices with an

increase in average bids (winning and generally). This indicates that even if products procured through
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GPP are only marginally more expensive, competition considerations could nonetheless increase the

price further.

Additional costs for the public purse from green premia may end up being substantial, with potentially
macroeconomic implications. Table 3 shows the implicit extra cost (in percentage points of GDP) of
‘greening’ certain shares of public procurement, in various green pricing scenarios. Even in a scenario
in which procuring green products and services results in an average increase in costs of 20 percent, if
this affects, say, 30 percent of all procurement, it would result in an increase in public expenditure
equivalent to nearly a full point of GDP (0.816 percentage points), a substantial cost for a relatively

moderate greening objective (about 3.3 percent of EU emissions)®.

Table 3: Implicit additional public expenditure (in percentage points of GDP) in various GPP

scenarios
Hypothetical green premium: cost increments from baseline
1% | 3% | s | 10% | 20% | 30% | 40% | sox | 5% | 100%
10% | 0.0136 00408 0068 0136 0272 0408 0544 068 102 136
20% | 0.0272 00816 0136 0272 0544 0816 1088 136 204 272
30% | 0.0408 0.1224 0204 0408 0816 1224 1632 204 306 408
40% | 00544 0.1632 0272 0544 1088 1632 2176 272 408 544
;’r’:;sr‘;{n g | 50% | 0068 0204 034 068 136 204 272 34 51 6.8
offected 60% | 0.0816 0.2448 0408 0816 1632 2448 3264 408 612 816
70% | 00952 0.2856 0476 0952 1904 2856 3808 476 714 952
80% | 0.1088 03264 0.544 1088 2176 3.264 4352 544 816 10.88
90% | 0.1224 03672 0612 1224 2448 3672 4896 612 918 1224
100% | 0136 0408 068 136 272 408 544 68 102 136

Source: Bruegel. Notes: Based on the assumption that public procurement accounts for 13.6 percent of public procurement

as estimated by the European Commission. Values calculated as 13.6 * share of procurement affected * price premium.

This said, the extent of these cost increments is highly dependent on the presence of economies of
scale and on whether lead-market creation strategies work. These cost increments might very well be
temporary, in which case the long-term public-sector budgetary constraints would be unaffected. The
presence of economies of scale is therefore central to the entire endeavour. In the steel sector in
particular, scaling-up of green steel production and traded volumes is associated with considerable
potential for falling prices (which however remain substantially higher than non-green equivalents?).
In order to reduce costs already in the short term, measures such as pooling demand through eg joint

procurement can help public authorities reduce the strain on their finances.

8 Of course, these rough numbers do not account for the fact that some countries already make extensive use of GPP and
therefore their costs would be lower.

9 Julia Bolotova, Vlada Novokreshchenova and the Fastmarkets team, ‘Evolution of green steel premiums in Europe: flats
versus longs’, Fastmarkets, 10 April 2025, https://www.fastmarkets.com/insights/evolution-of-green-steel-premiums-in-
europe-flats-versus-longs/.
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3.2 Geopolitics and GPP

Many low-carbon technologies are produced in geopolitically concentrated supply chains. While many
environmentally sustainable products such as low-carbon cement, recycled aluminium and bio-based
chemicals can theoretically be produced in Europe, current supply remains limited, fragmented and
costlier than imports. Solar panels, batteries, semiconductors and a number of decarbonisation-
enabling technologies are primarily imported from China. China dominates global production of
photovoltaic modules (80 percent; IEA, 2022) and batteries (85 percent; IEA, 2024, and has
positioned itself in the supply chains of key critical raw materials, including rare earth elements and
graphite (Adolfsen et al, 2024).

Many of these imports are essential for delivering Europe’s net-zero goals, but they expose the EU to
supply chain risks and geopolitical leverage. As Tagliapietra et al (2023) and the EU’s Strategic
Dependencies Review (European Commission, 2022) have warned, substituting these dependencies
will take time, investment and procurement coordination, not least because the scale and readiness of
European supply chains vary dramatically across sectors and member states (Franco and Groesser,
2021). In this context, the public sector can play a critical role as anchor demand, providing
predictable, long-term procurement volumes that justify private investment in new capacity. This logic

underpins the European Commission’s ‘lead market approach.

At the same time, imposing non-price criteria — such as environmental footprint, local-content
requirements or labour standards — in calls for tenders risks raising prices and reducing bidder pools,
as discussed in section 3.1. Non-pricing criteria therefore pose a dilemma. If they are implemented
without buy-European clauses or common industrial standards, green procurement may end up
favouring foreign suppliers that are better positioned to meet strict green criteria at scale, and would
fail to deliver on the promise of lead-market creation. But if implemented with buy-European criteria,

they risk increasing costs for public authorities even further.

Moreover, the inclusion of buy-European conditions for green products is fundamentally at odds with
the direction of the EU’s trade policy. Such clauses are controversial under World Trade Organisation
(WTO]J rules and may trigger trade retaliation or disputes. But also, the EU has invested considerable
political capital in claiming that its carbon border adjustment mechanism (CBAM), intended to equalise
the carbon price paid by domestic producers and importers, is not a protectionist tool but a tool to
balance emissions. It would therefore be contradictory to claim that insufficiently green products can
enter the EU only if high levies are paid on them, and then restrict nonetheless their access to green
calls for tenders since they are not European.

This creates tension between environmental ambitions and the goal of strategic autonomy — a growing
EU priority following the pandemic, the war in Ukraine and rising China-US competition. The need to de-
risk supply chains places pressure on procurement policy to favour domestic, or at least diversified,
sourcing. Yet many green products currently lack competitive European suppliers. Enforcing
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sustainability criteria in calls for tenders while simultaneously reducing dependency on third
countries may not be feasible in the short term without significant cost implications.

Nevertheless, compared to total trade openness of an economy, public procurement markets tend to
be much more local and more affected by distance and gravity (Cernat, 2025). This is related to the
high level of fragmentation of the market, mostly related to language barriers and differing national
rules on public procurement, even within the single market. A study by the European Commission
(2021) found that between 2016 and 2019 around three quarters of public procurement contracts

were awarded to home-country firms.

Of contracts awarded to foreign firms directly, European Commission (2021) also showed that 40
percent were awarded to firms located within 500 kilometres of the place of procurement. In principle,

reliance on foreign entities can occur through various channels such as:

1. The contractor is located in a foreign country and is under the control of a foreign company (direct
cross-border procurement];

2. The contractor is based domestically but under control of a foreign company (indirect cross-border
procurement);

3. The contractor is located domestically but dependent on foreign imports.

As noted above, (1) and (2) make up around one fourth of contracts awarded between 2016-2019;
about 20 percent of total contracts can be allocated to (2], with the remaining 5 percent allocated to
(1) (European Commission, 2021)°.

In relation to strategic autonomy, (3] is also relevant. Strategic autonomy considerations often arise in
the context of import dependencies, such as for energy products or critical raw materials. For this
reason, we focus on the degree of non-EU imports by companies involved in public procurement.
European Commission (2021) also conducted a survey among contractors to capture whether they
relied on non-European imports while fulfilling a public procurement contract!. The study found that
less than 30 percent were reliant on third country (non-EU/EFTA/UK] imports. However, the importance
of third-country bidders when it comes to awarding public contracts correlates with the use of non-
price criteria, which include GPP criteria (Figure 6). There can be a variety of reasons for this, such as
domestic suppliers having lower transportation costs, meaning they are able to fulfil contracts for a
lower price. It could also point to non-price criteria leading to more open contracting practices, allowing
for more competition from abroad. Alternatively, it could point to non-price criteria introducing supply
constraints with public procurement authorities having to rely on third-country companies. This
highlights the risk of smaller bidder pools, which could be exacerbated by trying to enforce domestic
procurement requirements.

10 Note these numbers include instances within the single market.
11 Question: ‘Did you import any goods / services from companies from third countries [i.e. countries outside the EU/ UK/
EFTA] during the execution of a contract within the period 2016-2019?’
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Similarly, Figure 7 shows that, while certain sectors with high GPP potential are inherently local and
less exposed to reliance on imports, such as mining (b in Figure 7), real estate (1) and construction (f],
others (including retail and wholesale trade (g}, transport (h) and manufacturing (c)) are rely heavily
on imports. Hence, overlaying green criteria for manufacturing, transport and other sectors with high
import reliance with additional buy-European criteria, even if understandable from a lead-market
creation perspective in the long run, risks creating supply shocks that would inevitably be reflected in

substantially higher prices.

In particular for manufacturing (c), a sector with relatively low levels of MEAT awards (40 percent, the
lowest of the NACE macro-sectors, together with mining) and relatively high import dependence (45
percent, the second-highest among NACE macro-sectors after retail), sudden imposition of local
sourcing requirements could have adverse impacts on supply capabilities and therefore prices, which
may be additional to further price hikes associated with other EU policies with de-facto protectionist
effects, such as CBAM.

Figure 6: Third-country bidders and award criteria
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Figure 7: Shares of companies with third-country suppliers, by sector
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Source: Bruegel based on Tenders Electronic Daily (TED) and European Commission (2021). Notes: Based on data from
2013 to 2022 for share in public procurement. CPV to NACE classification based on European Commission (2021). The
labels are defined as follows: A (Agriculture, forestry and fishing), B (Mining and quarrying), C (Manufacturing), D-E
(Electricity, gas, water supply; sewerage, waste and remediation), F (Construction), G (Wholesale and retail trade; repair of
motor vehicles), H (Transportation and storage], | (Accommodation and food service activities), J (Information and
communication), K (Finance and insurance activities), L (Real estate activities), M-N (Professional, scientific, technical,
administrative and support), 0 (Public administration and defence; compulsory social security), P (Education), 0 (Human

health and social work activities), R-S (Arts, entertainment, recreation and other service activities).
4 The European Commission’s reform goals
4.1 Overview of the Commission’s procurement actions

Against this backdrop, we now move to assess the Commission’s GPP plans to evaluate their
consistency with broader decarbonisation goals. Public procurement was heavily featured — focusing
on proposals such as non-pricing criteria — in reports by Draghi (2024) and Letta (2024), which were
commissioned by the EU institutions and intended to steer their policies. The Commission is working
on a comprehensive reform agenda, cutting across general and sectoral rules. Nonetheless, despite
the width and breath of these potential reforms, the Commission is proceeding carefully, with an
outline plan expected by the end of 2025 and a legislative proposal for the revision of the main public
procurement directive planned for 20262, Taking into account decision-making and national
implementation timelines, the reform is unlikely to take effect before the end of the decade.

Initial Commission consultations on the plan have produced inconclusive results, with opinion

seemingly split across a variety of topics (European Commission, 2025c) *3. For example, public

12 Edelman, ‘From Cost-Driven to Strategic: EU Public Procurement Reform’, 15 July 2025,
https://www.edelmanglobaladvisory.com/insights/cost-driven-strategic-eu-public-procurement-reform.

13 Note that public consultations are open to everyone without any restrictions on sample selection, limiting the
representativeness of results.
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authorities consider that the current directives have encouraged public procurement that is
environmentally friendly (56 percent agree or strongly agree), while businesses seem to oppose this
view (46 percent disagree or strongly disagree).

Figure 8: EU reform timeline
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2025, Bruegel, https://www.bruegel.org/first-glance/mapping-road-ahead-eu-public-procurement-reform.

In February 2025, the Commission published a roadmap for reforming the EU’s procurement framework
(European Commission, 2025a), focusing on two main courses of action: the simultaneous extension
and simplification of binding non-pricing criteria in public procurement (GPP but also ‘buy European’),
and the use of joint procurement to build up strategic stockpiles of critical raw materials. This will be
done through an Industrial Decarbonisation Accelerator Act, a revision of public procurement directives

and the creation of an EU Critical Raw Materials Centre.

The first arm of the proposed reform is the integration of non-price criteria into public procurement.
Until now, non-pricing criteria have been largely voluntary and left to purchasing authorities. However,
the Commission considers these criteria an essential component of its strategy to create lead markets.
Energy-intensive sectors are likely to be targeted first. The Industrial Decarbonisation Accelerator Act,
expected in autumn 2025, will introduce resilience and sustainability criteria into procurement
processes in those sectors. These criteria will likely be voluntary at first, accompanied by a labelling
system for low-carbon industrial products, starting with steel. A label-based CBAM-like methodology
could be introduced, indicating a focus on emissions. The Commission likely sees steel and metals as
‘trial products’ to test the approach before scaling it up (European Commission, 2025b). It remains to
be seen whether steel-related criteria will apply to defence products too.

Simplified and centralised labelling will likely play a central role in the reform, although it is unclear at
the time of writing whether the Commission will choose a product-centred approach (as the initial
focus on steel suggests) or a company-based approach with the allocation of sustainability passports,
inspired by the existing Digital Product Passports!4 but applied at company level. Sustainability

14 According to the Commission, the EU’s Digital Products Passport will require companies to maintain digital records
containing comprehensive information about each product’s origin, materials, environmental impact and disposal
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passports could ensure that more eligible companies enter calls for tenders and may reduce
transaction costs, increase supply and help keep costs low. But they could also create barriers to
establishing lead markets, since they do not necessarily result in product lines that are greener.

The second arm of the new approach to procurement will be the strengthening and institutionalisation
of joint procurement mechanisms and aggregation of demand (Beetsma and Nicoli, 2024; Castiello,
2024). These mechanisms, enabling multiple EU authorities to engage in collective purchasing, are
seen as a means to offset rising costs associated with strategic investments. This is especially true in
sectors where supply is constrained or where first-mover disadvantage exists. Furthermore, joint
procurement can offset some of the rise in costs that introducing non-pricing criteria might produce. It
offers economies of scale and better negotiating power and also plays a role in upholding single
market integrity and avoiding intra-EU competition and subsidy races. The Commission proposes to
apply forms of joint procurement to critical raw materials under the Clean Industrial Deal*®. This
includes the establishment of an EU Critical Raw Materials Centre by the end of 2026, which will
coordinate joint purchases and manage strategic stockpiles. A similar strategy will be applied in
defence: under the SAFE Regulation (Regulation (EU) 2025/1106), collaborative procurement for
defence will be expanded and streamlined from the end of 2025 — a more ambitious timeline, given
the external pressures on scaling up defence.

4.2 Assessing consistency with the broader EU decarbonisation policies

However, the introduction of public procurement requirements favouring green products such as steel
and cement risks creating tensions with EU climate policy instruments, especially the EU emissions
trading system (ETS) and CBAM. Both instruments are designed to internalise the external costs of
carbon emissions, making emissions-intensive production more expensive and thereby incentivising
decarbonisation. The design of GPP criteria will need to be considered carefully in relation to the

interplay with other policies.

To an extent, mandatory GPP as an approach to decarbonisation assumes that market-based
internalisation instruments (such as the ETS) structurally fail to deliver lower emissions. Under ETS
logic, non-green production becomes progressively more expensive and therefore would eventually
lose out to green production. However, the ETS is also an implicit promise to market actors that once
they purchase the required carbon permits, their production should no longer be discriminated
against, and is to be considered equal to the equivalent sustainable products. From the perspective of
market-based policy design, this internalisation should suffice to level the playing field between high-

and low-emission products.

recommendations. This will cover nearly all products sold in the EU, as required by the 2024 Ecodesign for Sustainable
Products Regulation (Regulation (EU) 2024/1781).

15 See European Commission, ‘Clean Industrial Deal’, undated, https://commission.europa.eu/topics/eu-
competitiveness/clean-industrial-deal en.
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If public procurement rules introduce mandatory additional eligibility or award criteria based on green
credentials — effectively penalising producers who have already paid for their emissions by
purchasing carbon permits — this creates regulatory duplication. It also challenges the implicit ‘social
contract’ of the ETS: the idea that once emissions are paid for, the product is treated as legitimate
within the market. Moreover, if mandatory GPP systematically excludes non-green but ETS-compliant
producers, the demand for ETS allowances could fall, potentially depressing carbon prices and

undermining the mechanism intended to drive long-term decarbonisation.

These risks are magnified by the parallel phase-out of free allowances in carbon-intensive sectors
such as steel, starting in 2026. Simultaneously tightening procurement rules and reducing free
permits could place legacy producers under intense cost pressure, increasing the risk of industrial
disruption or offshoring, It is however important to note that the encouragement of GPP criteria (rather
than their mandatory application), can leverage market-based mechanisms such as the ETS in order to
allow green and non-green producers to effectively compete on a more level playing field. Additionally,
while the ETS balances the playing field when carbon permits are purchased, it does not take into
account potential lifecycle considerations: products that are more carbon-intensive to produce, but
consume less during their lifecycle (eg LED lighting]. Allowing public procurers to take into account
criteria with a longer time horizon would promote sustainable practices without curbing market

competition.

Finally, coupling ‘buy green’ criteria with ‘buy European’ preferences risks undercutting the EU’s
narrative that CBAM — the EU’s flagship trade decarbonisation policy — is a climate tool rather than a
protectionist one. The EU is investing substantial political and negotiating capital in convincing trading
partners that CBAM is not a protectionist measure, but rather a climate-related measure. This
argument, much like the ETS itself, rests on the claim that once a product has paid the carbon-adjusted
price at the border, it can compete on equal terms with EU products. Introducing additional product-
origin or sustainability requirements may give rise to accusations that CBAM is merely a disguised

tariff — weakening the EU’s credibility in global climate and trade negotiations.
5 Streamlining the European approach

Given these considerations, the Commission should carefully consider how to proceed with GPP. GPP
can play an important role in advancing Europe’s decarbonisation but can also pose important
administrative challenges to companies, and has the potential to substantially contribute to price
increases. Furthermore, if coupled with buy-European conditions, it risks undermining the
fundamental nature of the EU as an anchor of free and rule-based global trade, all while exacerbating

the price pressures created by GPP.

Our analysis indicates a series of principles to be taken into account when reforming public
procurement. First, consistency with the broader policy framework: GPP conditions would need to
complement existing decarbonisation policies by offering an alternative avenue for companies to

decarbonise, rather than constituting additional obligations on the private sector, not least to maintain
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the credibility of the ETS system. This includes abstaining from buy-European criteria, which risk trade
retaliation by going against rules-based trade, and which, when combined with green criteria, might
reduce the credibility of other policies such as CBAM (which explicitly is not supposed to be a
protectionist tool]. In addition, such criteria can potentially stand in the way of the greening of
procurement due to less-developed domestic markets.

Second, substantial price risks are associated with the shrinking of locally available supply. For this
reason, at leastin a first phase, GPP criteria at the award stage rather than eligibility stage would
ensure that green producers must maintain the green premium they request within reasonable terms.
Similarly, it might be worthwhile considering company-level criteria (eg via EU-wide ‘green passports’),
which would also take into account the company’s decarbonisation efforts and its compliance with the
ETS. Such a system could be inspired by existing pre-certifications, such as the Italian Societa
Organismo di Attestazione (SOA), but targeted at the company’s sustainability profile. While risks of
greenwashing might arise, and such certification might have a much lower lead-market creation
capacity, it would also be much simpler and would off a unified metric and portability across borders
and sectors. Companies with multiple operations would retain some wiggle room for specific products,
as long as they decarbonise at corporate level. When considering this, it is important to consider that
while this approach would probably simplify the operations of larger companies acting in multiple

markets, specialised companies would not necessarily benefit from such wiggle room.

A similar but more specific pathway would be to create EU-wide green passports for specific products,
which ultimately would work as forms of advanced labelling with cross-border recognition. In
comparison to company-level eligibility criteria such as environmental pre-certifications, green
product passports would offer a much stronger lead-market creation capacity, at the cost, however, of

making the system substantially more complex.

Third, whenever possible, the EU should legislate through regulations rather than directives, to
minimise the risk of cross-national regulatory variation, introduce single-market-wide standardisation
whenever possible and ensure that any greening strategy enacted by a company resident in one
jurisdiction to meet the set criteria can also be applied when competing in equivalent tenders in other
parts of the single market. This can help alleviate potential supply-chain risks by opening up calls for
tenders to a more diversified bidder pool. More competition can furthermore lead to a lower price

premium.

This should also apply, whenever feasible, to procedures and evaluation systems, even though the
administrative and political implications of this should however not be underestimated. Given that very
large amounts of procurement take place at local and regional levels, and that substantial regulatory
and operational differences exist even within member states, any amount of standardisation of
procedures, while having significant effects, would inevitably impact on the everyday work of local
public administrations across the continent. For this reason, any standardisation effort should be
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clearly communicated well ahead of time and be characterised by a high degree of legislative stability

once in operation.

Similarly, the EU budget should include room to expand standardised training of local public
administrations and other procuring authorities, and to provide common platforms. In fact, whenever
the EU introduces standardisation and streamlining, it should be accompanied by common digital
platforms, to further reduce the administrative burden on both public authorities and the private sector.
This would also help improve data availability to track the impacts of GPP on prices, numbers of bidders

and supply-chain exposure.

Finally, the EU should offset, whenever possible, the cost increases associated with GPP by making
use of joint and collaborative procurement and demand aggregation tools, which have the potential to
substantially contain cost increments (Nicoli and Beetsma, 2024; Castiello, 2024). Short-run cost
increases highlighted in section 3.1 could thus be offset in the short-term. In addition, aggregated
demand can fast-track the creation of lead markets, leading to accelerated price reductions due to

scale.

Given the naturally decentralised nature of public procurement, this is not easy to do, but a number of
instruments are anyway available. First, the gas demand aggregation platform AggregateEU offers a
blueprint6. A similar approach, on a voluntary basis, may work for aggregating demand for final
products (such as vehicles). For raw materials such as steel or cement, however, this would be less
efficient, since these are typically procured as a part of projects, with public authorities purchasing a
project and the contractor responsible for procuring the inputs. For larger public purchases of final
products, especially if executed by central government, the EU could ask countries to report their
purchasing plans in a dedicated section of the documentation provided as a part of the European
Semester, and then cross-reference the information from member states to assess whether
opportunities for joint procurement exist, eventually reaching out to them to propose demand
aggregation well in advance. For certain classes of products (for instance, defence products) this could
represent a substantial factor in demand aggregation, contributing to offsetting prices increases
associated with GPP.

In summary, we assessed the role of GPP as a strategic tool to support the EU’s decarbonisation,
industrial and geopolitical objectives, in the context of the DAS trilemma. While public and expert
support for greener procurement remains high, a fundamental shift towards GPP poses regulatory,
fiscal and geopolitical challenges. In particular, the fiscal implications of GPP could be significant.
Greening even a modest share of procurement may involve substantial costs. To address these

challenges, EU policymakers must strategically focus GPP efforts on high-emission, procurement-

16 See European Commission, ‘AggregateEU’, undated, https:/energy.ec.europa.eu/topics/energy-security/eu-energy-
platform/aggregateeu en.
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intensive sectors, and deploy joint procurement and regulatory simplification to reduce fragmentation,

scale up demand and contain costs.

Ultimately, GPP can contribute meaningfully to EU climate and industrial policy, provided it is
integrated into a coherent policy mix that recognises its limits, navigates its trade-offs and maximises

its leverage through collective action and targeted deployment.
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