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A Key Tool to Enable Low-Carbon
Industrial Production in Romania

This slide deck presents how a well-designed GPP system can support the decarbonisation of
hard-to-abate industries, particularly steel and cement. It outlines the importance of GPP in
creating lead markets for green premium products and offers recommendations for
implementing such a system in Romania.
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EPG Introduction

The share of industry in Gross Value Added expressed in %
30

e The last five years have been marked by the development
of key EU policies (GDIP, CBAM, ETS, NZIA and EPBD) .

shaping the industry’'s path towards net-zero emissions;
e The next five years will be dedicated to implementing
decarbonisation plans to drive investments in low-carbon .
technologies and boost the production of low-emission
products, ultimately contributing to a carbon-neutral
economy;
e As a country whose industry represents a quarter of the GVA,
but lacks significant fiscal measures for decarbonisation,
Romania needs to further explore the benefits of various policy
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support tools such as Green Public Procurement.

Percentage in GVA
— — N
al o al o

o

EU27 PL

Chart source: Eurostat




EPG Introduction

¢ Green Public Procurement (GPP) is the process by which pUinC The share of public procurement in GDP at the level of the EU (average)
authorities seek to procure goods, services and works with a and in specific EU countries - 2018
reduced environmental impact throughout their life cycle 20

products (around 2 trillion euro) 1

~

1

% of GDP
N

« By changing consumption patterns and replacing public
procurement of high-emission goods (e.g. conventional steel) 1
with low-carbon alternatives (e.g. green steel), public authorities
can significantly influence the greening of the economy

o

«  The goal of this publication is to highlight the importance of GPP
for decarbonising steel and cement sectors, and illustrate how a

*  Every year, over 250,000 public authorities in the European Union =
spend about 14% of GDP on the purchase of services, works and 16 ‘
GPP system could work in Romania |
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https://www.intereconomics.eu/contents/year/2022/number/3/article/green-public-procurement-a-neglected-tool-in-the-european-green-deal-toolbox.html
https://green-business.ec.europa.eu/green-public-procurement/gpp-training-toolkit_en
GPP Training Toolkit - European Commission (europa.eu)

EPG Why is GPP important to |
the steel and cement industries?

e  The deep decarbonisation of heavy industry is gaining momentum globally and within the EU,
driven in the latter case by a regulatory overhaul in the Fit-for-55 package and complementary
policies

e Aside from the Fit-for-55 package, policies such as the Ecodesign for Sustainable Products
Regulations, the Construction Products Regulation, and the Circular Economy Action Plan will
put further pressure on industrial operators to decarbonise

e The steel and cement sectors, as two of the most emissions-intensive industries globally,
accounting for around 8% and 7% of global CO2 emissions respectively, must undergo one of
the most drastic transformations

e  This requires low-carbon energy input, energy efficiency measures, and material circularity, but
also significant shifts in production processes and, therefore, significant technological and
financial investments

e The high investments, estimated to cost €23 to €55 per tonne CO2 for steel and €101 to €120
per tonne CO2 for cement, signal the need for robust policy support and funding tools

e GPP commitments and offtake agreements represent a way to reduce the risk of producing
low-carbon industrial products, incentivise the payment for green premiums and ensure
revenue certainty for the operators that invest in clean and innovative technological solutions



https://www.climatebonds.net/files/reports/cbi-cement-policy.pdf
https://www.industrytransition.org/insights/industry-transition-through-green-public-procurement-how-to-guide-cement-steel-sectors/
https://www.industrytransition.org/insights/industry-transition-through-green-public-procurement-how-to-guide-cement-steel-sectors/
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EPG An overview of the
steel sector in Romania

e Steel is an essential material used in a variety of sectors,
from construction and infrastructure to the automotive,
aerospace, heavy machinery, naval and energy
industries;

e Similar to other hard-to-abate industries, steel producers
will need to develop clean production methods and
invest in low-carbon technologies to remain competitive
in the European market;

e Romania has a significant industry of steel production
and processing using both BF-BOF (primary steel) and
EAF  (secondary steel) routes, which emits
approximately 6.3% of total national CO2 emissions.



https://www.enpg.ro/wp-content/uploads/2024/06/EPG_Report_Decarbonising-Romanias-primary-steel-production-1.pdf

EPG An overview of the steel sector in Romania

Primary steelmaker:

o Liberty Galati - Romania’s largest steel producer and top CO2 emitter (5.9%
of Romania’s total in 2021), produced 2.35 Mt of liquid steel and 3.51 Mt of
finished products in 2021, using the BF-BOF process;

o The company plans to decarbonise by transitioning to a DRI-EAF process
with natural gas initially and renewable hydrogen by 2030

o As part of its GREENSTEEL plan, Liberty Galati aims to double its
production to 4.1 Mt of liquid steel by 2030;

o Achieving deep decarbonisation will require substantial investments in
renewable energy, green hydrogen production, and scrap steel supply.

Secondary steelmakers:

Romania also has four operational steel producers, all of which are using the
EAF route: Tenaris Silcotub Calarasi, ArcelorMittal Hunedoara, Artrom Steel
Tubes Resita and COS Targoviste, now owned by Donalam (AFV Beltrame
Group);

Each produced between 195,000 and 600,000 tonnes of liquid steel and
emitted between 26,000 and 48,800 tonnes CO2-eq in 2021.



https://www.enpg.ro/wp-content/uploads/2024/06/EPG_Report_Decarbonising-Romanias-primary-steel-production-1.pdf
https://www.enpg.ro/wp-content/uploads/2024/06/EPG_Report_Decarbonising-Romanias-primary-steel-production-1.pdf
https://www.enpg.ro/wp-content/uploads/2023/08/Decarbonising_Romanias_Industry_Policy_Paper_updated_EPG.pdf
https://libertysteelgroup.com/delivering_cn30/liberty-galati-greensteel-transformation-plan/
https://www.enpg.ro/wp-content/uploads/2023/08/Decarbonising_Romanias_Industry_Policy_Paper_updated_EPG.pdf
https://www.enpg.ro/wp-content/uploads/2023/08/Decarbonising_Romanias_Industry_Policy_Paper_updated_EPG.pdf

Challenges and needs in the context of growing demand for
low-carbon steel products

e Transitioning to the manufacture of low-carbon industrial products, Evolution of scrap demand and exports in Romania 2018 - 2021
both primary and secondary steel producers in Romania will become 25
important low-carbon electricity consumers, which will lead to
increased investments in the deployment of renewable energy
capacities

e They will also become major consumers of a key raw material - steel \ /

scrap, which is expected to become strained in a realistic scenario of

—_
(6]

increased demand and low scrap availability

e Just to meet the needs of Liberty Galati under the GREENSTEEL plan,
scrap steel consumption is expected to increase four-fold from 360,000
tonnes to 1.45 Mt per year, representing 80% of Romania’s current
scrap exports

e Romania is, however, a net exporter of ferrous waste and iron or steel 05

scrap worth 500 million euros in 2023 (0.5% of total exports);
e To meet the growing demand for low-carbon industrial products,

mil. tonnes

—_

Romania must leverage national raw materials, rethink scrap steel 0
exports, shorten value chains and support domestic green premiums 2018 2019 2020 2021
development. == Scrap demand for steel production == Scrap exports

Chart source: Liberty Galati



https://www.enpg.ro/wp-content/uploads/2024/06/EPG_Report_Decarbonising-Romanias-primary-steel-production-1.pdf
https://insse.ro/cms/ro/content/buletin-statistic-de-comer%C5%A3-interna%C5%A3ional-nr122023
https://www.gfgalliance.com/wp-content/uploads/2022/07/Galati-PDF.pdf
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EPG An overview of the

cement sector in Romania

Cement is a fundamental material in the construction sector and is primarily
used in the manufacture of concrete and mortar, being one of the most
widely used building materials in the world for the construction of buildings,
bridges, roads or industrial facilities;

Romania has seven operational clinker production plants owned by
multinational companies: HeidelbergMaterials, Holcim, and CRH, with the
latter operating under the subsidiary Romcim in Romania;

In 2022, national cement production stood at 10.2 million tonnes and clinker
production at around 6.6 million tonnes;

Cement, lime, and glass production is an important contributor to the
national economy with 0.74% to national gross value added (GVA) in 2021,
but also a major driver of Romania’s industrial emissions;

In 2021, emissions from fuel combustion in the cement, lime, and glass
manufacturing sectors stood at just under 4 Mt CO2/year, nearly 5% of total
national emissions;

Process emissions from the cement industry alone were approx. 4 Mt CO2
in 2021.
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https://www.agendaconstructiilor.ro/files/producatori-furnizori/cirom-productia-de-ciment-a-scazut-cu-75-in-primul-trimestru-din-2023-conform-ins.html
https://www.enpg.ro/wp-content/uploads/2023/11/EPG_Policy-Paper_Low-Carbon-Industry-in-Romania.pdf

EPG Challenges and needs in the context of growing demand for

low-carbon cement

To maintain domestic cement and clinker production, essential improvements in resource efficiency and substitution of alternative
materials/binders are required for the partial decarbonisation of industry;

The only way to reduce hard-to-abate process emissions from the cement and clinker production process is through the implementation of
carbon capture and storage (CCS) technology, needing substantial public and private funding, as well as pollical support;

Despite advancements in resource efficiency and replacing clinker with other binders, no CCS or CCUS projects have been announced in
Romania, though there is significant interest;

Relying on clinker imports (the most emissions-intensive part of the cement value chain), primarily from non-EU countries like Turkey, will incur
additional carbon costs due to EU ETS and CBAM regulations;

The coming years will be crucial for the transformation of the cement industry;

Dedicated investments and support funds will be needed to decarbonise the industry, and offtake agreements will be essential to boost
demand for low-carbon cement;

Failing to decarbonise its domestic production of cement, clinker and secure low-carbon cement and concrete agreements, Romania’s
import demand will increase, leading to job losses, business relocation and deindustrialisation.
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https://www.enpg.ro/wp-content/uploads/2023/11/EPG_Policy-Paper_Low-Carbon-Industry-in-Romania.pdf
https://www.enpg.ro/wp-content/uploads/2023/11/EPG_Policy-Paper_Low-Carbon-Industry-in-Romania.pdf
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EPG State of play of public procurement in Romania

The largest share of total procurement by value in
Romania (2015-2019)

e Romania’s share of public procurement in GDP has increased significantly in the 14
past years, from 8% in 2018 to 19% in 2023 according to the National Agency for

Public Procurement; &
e The largest share of total procurement by value is represented by construction 10
works for highways, roads and other construction-related works (22.5%);
e Implementing a GPP system allows the government, as the largest buyer of
cement, concrete and steel, to support construction decarbonisation and reduce
GHG emissions;
e In the coming years, Romania plans to allocate 2% of GDP to transport
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infrastructure projects, mainly through European funds like the National Recovery
and Resilience Plan, requiring projects to meet the green criterion;

e Through a well-designed GPP system and offtake agreements, these infrastructure Construction works for  Other construction-related
c c c . highways and roads works
investments could turn into a market pull instrument for decarbonised steel and

cement produced in Romania. ek
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https://www.ghidulprimariilor.ro/ro/businesses/news/view/Iuliana-Feclistov%2C-Pre%C8%99edinte-ANAP-%C3%8En-Rom%C3%A2nia%2C-achizi%C8%9Biile-publice-reprezint%C4%83-aproximativ-19%25-din-PIB/5738
https://www.ghidulprimariilor.ro/ro/businesses/news/view/Iuliana-Feclistov%2C-Pre%C8%99edinte-ANAP-%C3%8En-Rom%C3%A2nia%2C-achizi%C8%9Biile-publice-reprezint%C4%83-aproximativ-19%25-din-PIB/5738
https://anap.gov.ro/web/wp-content/uploads/2022/05/livrabil-1-raport-evaluare-sistem-AP.pdf
https://www.economica.net/romania-va-trebui-sa-aloce-anual-2-din-pib-pentru-cofinantarea-proiectelor-de-infrastructura-proiect-mti_546979.html
https://www.economica.net/romania-va-trebui-sa-aloce-anual-2-din-pib-pentru-cofinantarea-proiectelor-de-infrastructura-proiect-mti_546979.html
https://documents1.worldbank.org/curated/en/099011924055865139/pdf/P169141192507b0981b67e1c4ea01208b1f.pdf
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What has Romania done so far in the field of Green Public Procurement?

Romania adopted a series of laws on public procurement in 2016, including the Law no. 69/2016 on Green Procurement,
however limited progress has been achieved so far;

The entry into force of this law was shortly followed by the adoption of a package of laws on public procurement: Law
no. 98/2016, Law no. 99/2016 and Law no. 100/2016 which transposed the European Directives no. 2014/23 (regarding
concessions), no. 2014/24 (on general public procurement) and no. 2014/25 (sectoral procurement).

In 2018, the Green Public Procurement Guide was approved by the Joint Order of the National Agency for Public Procurement and
the Ministry of Environment no. 1068/1652/2018 - which contains minimum environmental protection requirements for six
categories of products and services that are requested at the tender documentation level, such as paper, furniture or transport
vehicles.

In 2023, the Guide was revised in the context of Romania’s accession to the OECD and six additional product groups were
included, such as image processing equipment, textiles, thermal water heaters or road lighting and signalling systems, but nothing
related to the construction of office buildings or roads for which significant amounts of steel and cement would be required;

In June 2023, the National Public Procurement Strategy (2023-2027) was adopted, which promotes, among other things, ecological
and social procurement, but also the adoption of the first National Action Plan for GPP.

At the time of writing this publication, the National Action Plan for GPP (2025-2027) has not yet been published. However, there are
prospects that the plan will be adopted, by the end of 2024, and the list of goods and services for which environmental criteria will
be applied will include, among other categories, the design, construction and management of office buildings and design,
construction and maintenance of roads.

15


https://legislatie.just.ro/Public/DetaliiDocumentAfis/206681

The main barriers in the implementation of a GPP system in Romania

1. The absence of a binding European legislation on GPP has caused Romania to delay the adoption and implementation of a
National Action Plan for GPP, although it pledged to do so in 2016 and this commitment was renewed in 2022;

2. The lack of knowledge among public purchasers has led to a low rate of implementation of the existing green criteria set out
in the 2018 GPP Guide;

3. The lack of awareness and capacity of contracting authorities to carry out complex public procurement procedures, such as
those related to sustainable development and the use of innovative solutions;

4. The absence of key performance indicators at the level of public authorities and the lack of adequate facilities for green
criteria in the Electronic System of Public Acquisition (SEAP) have led to a poor monitoring of progress;

5. The perception that low-carbon products are more expensive, despite being cost-effective and having a direct impact on
GHG reduction in public procurement;

6. The lack of cooperation between authorities and the lack of a solid dialogue between contracting authorities and the
bidders;

7. The lack of a penalty and reward system for the public authorities that choose lowest-price criterion acquisitions over green
acquisitions.

16
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|IDY€d Recommendations 1/2

Romania must adopt as soon as possible a National Action Plan for GPP, being one of the few EU MS that does not have
any mandatory plan;

An extended list of categories of products, services and projects for which environmental criteria will be applied in
procurement processes is needed, especially in sectors in which public purchasers make up a large share of the market
and are energy-intensive;

The plan must include clear national targets, product-level criteria and project-level criteria;

The definition of clear criteria for each product or work/project is necessary (e.g. green steel, cement or construction of
office buildings or roads), especially for those goods for which no standards have currently been developed, such as low-
carbon or green cement and steel;

Setting mandatory criteria (minimum requirements applicable to products) and performance criteria (minimum
requirements applicable to low-emission projects) is essential.
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fostering-industry-transition-through-green-public-procurement.pdf%20(cleanenergyministerial.org)
fostering-industry-transition-through-green-public-procurement.pdf%20(cleanenergyministerial.org)

|I2IN€R Recommendations 2/2

e Romania needs to expand and strengthen its capacity building responsible for the design and implementation of a GPP
system by setting up a dedicated central body for GPP;

e To increase the capacity of contracting authorities to carry out complex GPP procedures and enhance interest among
producers/potential bidders of sustainable products, Romania must provide continuous training on sustainability and
green acquisition procedures to both contracting authorities and economic operators;

e Romania must join international initiatives like the Industrial Deep Decarbonisation Initiative, which is committed to
creating new value chains, markets and technical standards for low-emission construction materials aimed at boosting
public and private procurement of green industrial goods, and ensure their implementation at the state level.

Photo source: uido.or



https://www.unido.org/IDDI

Key steps for setting up a GPP system in Romania

Setting up a dedicated central body for GPP to coordinate the design of GPP related-policies, providing support and monitoring would
be essential to speed up the adoption and implementation of a National Action Plan for GPP in Romania;

For the design of the GPP plan, the central body should work with the Ministry of Environment, the Ministry of Economy, the Ministry of
Public Finance and the National Public Procurement Agency;

Consultation with technical experts and industry stakeholders would be an essential part of the plan development process;
The implementation of GPP will be carried out by the National Office for Centralised Acquisitions (ONAC) and contracting authorities;

The monitoring and reporting part could be carried out by the National Public Procurement Agency (ANAP) in cooperation with the
Authority for the Digitalisation of Romania (ADR) and ONAC:

o ADR, ANAP and ONAC would be responsible for developing emission calculation tools that would become mandatory for all public
procurement bidders;

o ADR would also be responsible for developing and implementing the technical functionalities within the Public Acquisition
Electronic System (SEAP) platform to create filters for GPP information retrieval;

o Currently, SEAP forms follow Regulation (EU) 2019/1780 with green procurement criterion being voluntary. Making this criterion
mandatory would simplify the task of GPP monitoring and reporting by ANAP;

o The application of emission calculation and reporting tools at the pre-bidding stage in public procurement will play a key role in
educating and encouraging Romanian bidders to submit environmental impact assessment data.
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Setting robust criteria for purchasing green steel and cement

e For a successful implementation of a GPP plan, clear criteria need to be defined in cooperation with the Romanian Association for
Standardisation and implemented by national public procurement entities;

e Two categories of GPP criteria would be important to be developed:

1. Product-level criteria must address two sustainability goals: circular economy (the percentage of recycled material) and
emissions reductions (an Environmental Product Declaration based on Life-Cycle-Assessment (LCA) containing the Global
Warming Potential (GWP) of the product);

2. Project-level criteria are based on the environmental impact of the overall project, as the EU recommends e.g. for the
construction sector, with an assessment based on LCA performance;

e An example of a software tool that calculates the environmental impact of building materials (including embodied emissions) based
on a "cradle-to-grave approach” (extraction, production, demolition, recycling) is DuboCalc, which was developed in the Netherlands,
and could be replicated in Romania

e While progress needs to be made to clearly define standards for low-carbon and green cement and steel, the GPP commitments
will signal to the industrial producers who have already started investing in clean production methods that the government is willing
to pay a premium price.
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https://www.industrytransition.org/insights/industry-transition-through-green-public-procurement-how-to-guide-cement-steel-sectors/
https://www.industrytransition.org/insights/industry-transition-through-green-public-procurement-how-to-guide-cement-steel-sectors/
https://www.dubocalc.nl/en/what-is-dubocalc/

EPG Conclusions

The use of GPP will become one of the key policy tools in stimulating decarbonisation, reindustrialisation and the creation of low-
carbon products, a context in which the pace of implementing a well-designed GPP system becomes particularly urgent;

The very few mandatory EU requirements to incentivise governments to implement GPP policies and the subsequent limited uptake
of GPP, highlight the need for revision of EU Public Procurement Directives 2014/23/UE, 24/UE, 25/UE and a more ambitious legal
framework for GPP and harmonious implementation across EU countries;

There is also a need for greater alignment between GPP-related policies and climate targets, aiming to harness public purchasing
power and create a market for low-emission steel and cement;

It is also essential that Romania rethinks its export policies and capitalises on domestic raw materials, such as scrap steel, but also
supports the decarbonisation of the cement industry, to stimulate the production of premium products domestically;

Romania must resort to additional mechanisms that have the power to incentivise its hard-to-abate industries to slash its
emissions and foster clean production, such as the deployment of state aid schemes like Carbon Contracts for Difference, the
adoption of tax incentives or VAT reductions for green investments.
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EPG is an independent think-tank specialising in energy and climate policy,
focusing on the decarbonisation of the Romanian and Central and Southeastern
European economies. Founded in 2014, EPG operates as a research institute
primarily financed through competitive research grants. Its research aims to
promote a constructive, evidence-based dialogue on decarbonisation and
economic transformation among decision-makers and the public, both regionally

and globally.
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