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Why sustainable procurement is a good idea

Macro argument:
Endogenous & directed technological change
- ‘Path-dependency’

New technology:
Innovation

‘!“

Adoption

€€€ Demand-pull

Based on: Grubb et al. (2021). Induced innovation in energy technologies and systems: a review of evidence and potential
implications for CO2 mitigation. Environmental Research Letters, 16(4), 043007.



Why sustainable procurement is a good idea

Macro argument:

Endogenous & directed technological change
- '‘Path-dependency’ In markets where the social
costs are not factored in

Not cost-competitive yet
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Why sustainable procurement is a good idea

« Speed. scale impulse to deployment - accelerate further
development towards maturity and self-sustenance

«  Sjgnal indicating market opportunities to suppliers,
supporting investment

«  Slow down.:the more ‘regular’ procurement, the further a

‘dead-end’ technology can develop
- procurement is not neutral/regular




The research so far

Sustainable public procurement
leads to:

- Eco-innovation en CO, reduction
by suppliers

- More ecological supply on the
market (despite limited market
demand %

- Increased capital investments
internal & external funds

The more consistent sustainable
demand is, the larger the effect
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Green public procurement and firms’ pollution emissions: Does =
demand-side environmental policy matter?
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Mterature has extessively studied environmental regulatoey palicies on the preducticn side, while
the rale of demand side factoes has often been neglected. This study cosstracts a staggered
difference-in-difference model 1o investigate the impact of Green Public Procurement (GPP) oa
firms” poliucion embssons tking the green peocurement lists cnacted by the Chinese government
as & quasi The results that being selected into the green peo-
curement lists significantly reduces firms’ pollution emissions, and the findings still hold after
endogeneity tests and a series of robustness tests. We identified the mechanisms responsible for
this effect. The reducticn in firms’ pollution emissions mainly results from energy trassition,
enhanced technological innovation, and improved end-of-pipe treatment capacity. Heterogenelty
analyses indicate that the pallution reduction effect of GPP differs depending on the procurement
implementation modalities and firm characteristics. Finally, we wse China's domestic input-
cutput table 10 calculate the indicatoes of upstream and downstream industry linkages and
examine the peoduction netwoek spiliover effects of GPP. The results show that GPP effectively
reduces the pollution emissions of unstream and downstream firms throush nroduction network
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20 evidence on whether it can Improve the efficiency of firms. y, this stady et
difference-in-differences model using the first Chinese green
experiment. We comstructed a large sample of firm-devel data by cleaning and matching China's industrial,
emissions, and patent databases. The baseline model finds that GPP sigaificantly impeoves the energy efficiency

list enacted as & q 1

of regulated firms, and furthes, the robustness of the regression results is verified by the substitution of explained
variabies, the exclusion of other contemparancous policies, the reduction of self-selection bias, and a placebo
test. The mechankm test confirms that GPP encourages regulated flams (o optimize energy consumption struc-
ture, and promotes them 1o impeove peoduction processes and techaology. The heserogeneity test show that GPP
improves the energy efficiency of firms in the eastern and cestral regions, with stronger promotional wility
ameng stateowned enterpeises and large floms. Finally, based on input-output comrelation data, this stady ex-
plares the spillover effects of the palicy in the production network, where the implementation of green pro-
curement can improve the energy efficiency of key upstream industries.

Introduction

Government procurement, as an element of the consumer market, is
mportant way for governments to pamnp.m in the market opera.
| from the demand side ( 2015). With the
easing emphasis an pollutants and CO; emissioas in industrial pro-
tion, green public procurement (GPP) has been implemented in
1y developed and some developing countries, and at the same time, is
sidered an important pnhr\ tool to achieve energy-saving and
ssion reduction ( S 1)06). Objectively, the policy

papers are still insufficient (AINua 1).

The literature has demoastrated that GPP phy; an important role in
energy conservation and emission reduction in several industries
through a combination of q-uahmwr analysis and case studies (M

1), but some scholars
have q-urmonmi lhe eflmnmrss af lhe pohrv un the one hand, the
emission reduction effect of GPP is not significant in all implemented
economies, and in addition, is by fact has
financial performance, governance capacity, and procurement size
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Okay ... but how?



Innovation friendly
sustainable
procurement

‘Functional procurement,
(semi) tech-neutral

Reward improvements
beyond minimum
requirements

Benchmarking and
communicating best available
technologies

Collaboration - adaptive
capacity




