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1. Research Objectives

As defined by the World Commission on Environmend &evelopment in 1987 ‘sustainable
development is a development that meets the neketisegoresent without compromising the
ability of future generations to meet their own @& The essence of the model of sustainable
development is that it combines the economicalirenmental and social aspects. All these three
elements must be jointly taken into account conBidetheir interactions especially when
designing and elaborating developmental strategie$ programs as well as implementing

particular measures and actions.

During recent decades, at both political and quaastitutional level, the European Union has, to
some extent, acknowledged the philosophy of sustéendevelopment. Member states realised
that environmental sustainability objectives plakey role in community-level national and
regional strategies and policies within the singiarket. Thanks to the Treaty of Amsterdam,
sustainable development appears as a horizontatiple in regional policy regulations and all
programmes and projects supported by the Funds tesin harmony with sustainable
development requirements. The European Union aitplexpresses its dedication to sustainable
development in its regulations governing those m@ognes that are implemented with the
assistance of Structural Funds, and it targets pgheper implementation of sustainable
development principles as an objective for the mamstates. However, the success of
programmes implemented with the co-financing oti&trral Funds is largely dependent upon
implementation practices. The degree of membee-statnmitment dictates how, and to what

extent, environmental aspects are enforced durojgg selection and project implementation.

In compliance with EU regional policy regulationie Hungarian institutional system of
implementation also sets as an objective the propeiof sustainable development principles and
guidelines in relation to Structural Funds resosircAt the planning level, the Strategic
Environmental Assessment ensures that programmeésnesasures comply with sustainable
development principles. During implementation, podj selection and evaluation, meeting

environmental sustainability expectations is a amdntal criterion. However, the question
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remains as to whether environmental aspects apegyoemphasized during the implementation

phase.

The objective of the research is to provide anoghiction and an in-depth examination of the
practical implementation of environmental sustailitgbfeatures in those Hungarian economic
development programmes which are implemented uheeguspices of the Structural Funds. The
author wishes to uncover whether the implementstjtutional system has the ability to enforce
environmental sustainability principles throughthg entire process (embracing fundamental EU
pillars, EU and national regulations governing &tusal Funds implementation, Operational
Programmes and implemented projects), or whethaasability criteria have become lost or
diminished by the time operations reach the aafeaklopment stage. This document unearths
major progress indicators identified since the 20086 programme period, and highlights major
tools for enforcing sustainability features in 2@07-2013 Economic Development Operational
Programmes. The author attempts to examine whetherent methods of sustainability
monitoring and enforcement are adequate for regchuistainability objectives and unveils some

suggestions concerning the further developmenuistamability criteria systems.

2. Content, method and reasoning of research

The research provides insight into the most imporiaternational literature on sustainable
development theory and highlights the relationstbpsveen globalisation and environmental
sustainability and outlines the institutionalisatiprocess of sustainable development in the
European Union, with special emphasis on regiomdity regulations. In order to outline the
practical implementation of environmental sustailitgb this study provides an overview of
experience gained during the Economic Competitisgr@perational Programme, and provides
an environmental-protection-focused analysis of rdlevant documents of the New Hungary
Development Plan (NHDP) and Economic Developmener@mnal Programme (EDOP).
Following this, using data from the applicationadatiministration system, the author arrives at
some conclusions concerning the effectiveness afresti environmental sustainability
enforcement and, finally, makes some proposalsoantb make the Hungarian use of Structural
Funds more sustainable.



To enforce environmental sustainability at projegel, an evaluation criteria system was applied
to NHDP Operational Programmes. On the Applicafonm, a table lists sustainability criteria
that outline the applicant's opportunities to cimotte to sustainable development. Applicants
must select which of these environmental-performangrovement criteria they will undertake.
All of the projects supported by the Funds havmé&et certain basic criteria; however, there may
be some additional environmental-protection-relat@adertakings, for which the project

evaluation process may grant extra scores.

The author examined the environmental performarcgplications submitted to the economic
development schemes of the Economic Developmentabpeal Programme and the Central
Hungary Operational Programme (CHOP). Examinati@as Wwased on data registered in the
Single Monitoring Information System (EMIR): thetdbase query date was 21st November,
2008. From the total number of applications rea#iy@,300) for EDOP Priorities 1-3 and
Priority 1 of CHOP, and following the exclusion atitomatic-evaluation applications, some
3,460 applications remained which were availableeiovironmental-sustainability evaluation.
From these applications, up to the query date, sd@iE7 had been given a decision. The author
examined these 2,417 applications, placing speemdphasis on scores awarded for
environmental sustainability and on some specdatires such as company-size, sectoral-status

and geographical-location.

The significance and relevance of the researchjustified by the fact that at the national
economy level the third biggest volume developmesburce - behind direct foreign capital
investments and credits for foreign private invesite - is state development schemes,
particularly, since 2004, those developments caroed by the European Union. During the
2007-2013 period, from its resources available dohesion policies, the European Union is
providing EUR 22.4 billion for Hungary. These resms, in line with the principle of
additionality,are complemented by a 15% national contributiowel$ as from the resources of
implementing organizationsherefore, development of significant volume mayirbplemented
through the co-financing of Structural Funds. Ao 2007-2013 programme period, resources
available for the development of the Hungarian eomy are governed by the Economic
Development Programme (EDOP) for the six convergemgions, and by Priority 1 of the



Central Hungary Operational Programme (CHOP) fat Beunty and the capital city, Budapest.
During the 2007-2013 programme period, nearly EURIllBon is available for the Economic
Development Operational Programme and nearly EURMillion is available for the economic
development priority of the Central Hungary Opemnadl Programme. This development
resource, given proper control, can be successtiibnnelled into investments which favour

environmental aspects.

3. Achievements - main findings of the research

Definitions of sustainable development range fromedk" to "strong". Weak sustainability

interprets sustainability exclusively for the liegt economic sector. According to this view, at
least equal consumption shall be guaranteed faepteand future generations, while "strong"
sustainability, assumes preservation of ecosysteasswell. The author uses the "strong"
definition of sustainable development, because lsfleeves that the concept of sustainable
development basically encompasses global ecologieativation. From the three pillars of

sustainable development, environmental issues spelcts must be given priority over social and

economic aspects.

Prevailing neoclassical economic theory does nosider the economy to be a subsystem of the
natural system; in fact, it states exactly the gpo- it maintains that nature is both an
exploitation and a waste-dumping sector of the eoon irrespective of the fact that the
"allowable" size of the economy depends on theh&aitblerance level and other capacity
limitations. From this perspective, economic grovdlcks any limits. Conventional national
economic indicators based on neoclassical prirgifidél to provide a full picture on social
welfare, and, consequently, such indicators arélen@® provide reliable indications of whether
economic growth does contribute to sustainable Idpweent. Social welfare encompasses
several factors; besides the financial situatiomsunesd by conventional indicator systems, based
on GDP figures, social welfare is also influencgdelmvironment quality, public safety, health
status, free time, happiness and freedom. Therseaeral approaches which attempt to integrate
methods of measuring environment status and sobk&lacteristics into the system of classical
indicators. Of these, the most significant areteys for calculating defence-system costs; for

administering natural heritage; for administerimg tvalue-decrease of natural resources; the



SEEA method; the Human Development Index; an Inofe8ustainable Economic Welfare; an
indicator of Net Economic Welfare; finally, the Gane Progress Indicator. The application of
new kinds of national economic indicators sugg@stgor problems concerning information-
gathering due to necessary data often being missioigto mention difficulties in expressing
environmental damage in terms of cash. Despite thificulty and inadequacies, these systems
provide a much more accurate view of the welfare state than do conventional indicators -

using them takes us much closer to measuring “Botuedfare.

Globalisation has become ubiquitous. Unfortunatedg, rapid growth of international markets is
accompanied by unprecedented levels of environrpaotation and abuse of natural resources.
This highly undesirable situation has led to a glodécological crisis. Therefore, countries and
states which aim to implement sustainable growthomly a segment of this goal (e.g. to
accomplish a particular environment policy objee}fjvcannot possibly avoid participating in an
international network of environment-related issu@sattling global environmental issues
requires international co-operation; however, ibia hard battle to win due to, on the one hand,

differing state interests, and, on the other, tiidYying of large multi-national companies.

Global environmental goods are public goods, tiiegssarding of which should be contributed to
by every international player; however, the neagsswtivation is either missing or, if not, fails
to ensure the sustainable use of goods. Green msokations quoted by representatives of
neoclassical ecology fail to work, at both corperand national level. The external force of
international environmental protection agreemeitsukl motivate international actors in the
economy to behave in a more environmentally-frigndianner. However, the signing of such
agreements is, undoubtedly, a result of the pregpilominance of some powerful states;

therefore, it fails to sufficiently ensure the emfment of environmental interests.

The drive for constant growth is an inherent pdrthose global market economies which are
based on neoliberal economic policies. Economists specialise in ecology consider this drive
for constant growth to be the most dangerous camesere of economic globalisation. The
growth of the world's economy necessitates theeas®d use of raw materials and energy, a
process which causes more intense pollution anctaey environmental load. Globalisation is

accompanied by the increased mobility of productativities. Companies can easily relocate



their production to countries where social and emrnental regulations are less strict. Global
competition pushes countries to offer ever-moretaable conditions, in order to lure working

capital, and, in doing so, giving less room for weuvre to national environmental policies. The
manoeuvrability of environmental policies used bgividual countries is further weakened by
commercial and investment interests being givenfepegace over environmental issues.
Expansion in world trade-volumes creates envirortaiéssues, primarily due to the increases in
power-consumption and pollution caused by inteedifiransportation demands and due to

dangers associated with the homogenisation of algsre.

The Treaty of Rome did not outline environmentdigees for the European Community. In the
wake of the nature- and environmental-protectiorveneents of the 1960s a shift in approach
took place and several environmental-protectionesscalled out for joint protection measures
implemented by the European Economic Communityth& 1972 summit held in Paris, an
agreement was reached on the first environmentaégtion strategy of the Community as well
as on the preparation of the first environmentakgxtion action-programme. In 1986, the Treaty
of Rome was amended by the Single European ActtlEm@ommunity Environmental Policy
was upgraded to a constitutional level. The ideant#grating environmental objectives into
other policies was already present during the ftionaof the environmental protection policy;
however, it was only the Treaty of Amsterdam whptaced the necessary emphasis on these
issues. The Treaty stipulates the integration ®@frenmental protection aspects into areas which
such initiatives have not yet affected.

When the European Economic Community was firstbéisteed, no regional policies existed:
member states considered the destruction of comah&arriers and the establishment of a single
internal market to be of primary importance. Howevieom the 1960s it gradually became
obvious that economic integration might further raggte the situation of originally
disadvantaged and peripheral regions, and thativeasggional, economic differences would
result in less-sustainable economic development aaheks-than-optimal market utilisation. In
1968, the Commission, having realised that sigaificdifferences in economic development
levels are unacceptable in a community which majoals list integration, established a

Directorate General responsible for regional pe$iciwhich task is to ensure community-level



control of regional policies. The main objective Bf) regional policy is to alleviate regional
differences in order to strengthen economic andiabamohesion. To harmonise regional
opportunities, financial funds have been estabtisAde objectives of the Structural Funds are
infrastructure development in underprivileged regio diversification of local economies,

workforce training-level increase and sectoral pictiyity development.

The Treaty of Amsterdam stipulates that sustainat#@gelopment appears as a horizontal
principle in Structural Funds regulation and therdpean Union explicitly expresses its

dedication to sustainable development; furthermibrgets as an objective for the member states
the use of Fund resources in compliance with suside development principles. Every project

and programme supported by the Funds must complysuistainable development requirements.

In order for a member state, or its regions, teirex Structural Funds assistance, the member state
must prepare a National Strategic and Referencadwark (NSRF), and submit this document to
the European Commission. The document, among kplementation elements, defines the main
policy priorities of the programme period. Preparatof the NSRF encompasses discussions
between member states and the Commission. The CGmiomievaluates the NSRF and decides
upon the list of Operational Programmes indicatetthé framework, as well as on the contribution
of particular Funds to the programmes. Following @ommission's decision, the member state
prepares and submits sectoral and/or regional @peah Programmes (OP). These tools are used
to implement the objectives set forth in the Nagiloibtrategic Reference Framework. The
Commission then evaluates the suggested Operatragramme and decides whether the
Programme contributes to the objectives of thosatesiic Community guidelines which are

relevant to NSRF and cohesion.

The Commission evaluation of NSRF and OperationadjRmmes, alongside economic growth
and creation of jobs, primarily gives preferencectmfirmation of a dedication to handle
development-related environmental issues and tare#hsocial balance. In order to ensure that
the NSRF and the Operational Programmes intenédbse their objectives through the most
effective (least harmful) environmental effectsafts, which can be characterised by indicators

and evaluated numerically, are prepared. Such sdmadt only cover the investment-profit



relationship, but deal with the environmental andia effects of plans, as well. The Strategic

Environmental Assessment provides a solid frameviarkuch activities.

The Strategic Environmental Assessment is a sysitgni@nsparent procedure, which goal is
the mapping of environmental impacts during thesides-making process. Its main feature is
that it does not provoke any confrontation, sirtde prepared in parallel with the programme,
and, consequently, the environmental aspects aferced as the planning progresses;
therefore, in each case, the result is a documbithweontains compromises acceptable from
an environmental-protection point of view. Each S&Arts with a survey of environmental
status, followed by a status-description of natueaburces and ecosystems, which, in turn, is
followed by a definition of potential dangers ahdetts, weaknesses and strengths. The SEA
outlines the major requirements of those envirortaleegulation-governing areas affected by
NSRF, the Operational Programme or the Action Plarthen summarises evaluations of
earlier planning-periods relevant to environmergffects; finally, it defines connections
between the development priorites of the programde@ment and particular
environmentally-related elements. Furthermoreeftrees the environmental and sustainability
objectives to be achieved by the programme or pks,well as defining initial and
performance indicators. The SEA suggestions andaltseare implemented into the examined
programme document. The SEA findings assist irctmposition of project-selection criteria;
furthermore, they provide assistance in the enwremtally-friendly management of project

implementation.

The dedication of the European Union to sustaindelelopment is clearly visible in general
provisions related to Structural Funds, and, ajastified by the fact that execution of the
Strategic Environmental Assessment is compulsopwéver, the success of those programmes
which are implemented with the assistance of SQimatt Funds is hugely dependent on
implementation practices. The level of member-stig@ication dictates how, and to what extent,

environmental aspects are enforced during progdet8on and implementation.

One of the five Operational Programmes which imgetad the comprehensive development

objectives and strategies of the Community Suppoatnework for the 2004-2006 programme
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period, was the Economic Competitiveness OperdtiBregramme (ECOP). The objectives of
this programme, implemented with the co-financihghe European Regional and Development
Fund, were, through supporting the production seata improving enterprise competitiveness,
to facilitate the maintenance of a long-term, higtgwth-rate for the Hungarian economy and to
assist in the establishment of a competitive ecgnarich would perform well in the single

market. No programme-level Strategic EnvironmeAisdessment occurred during the planning
of the Operational Programme, in 2003. Examinatadnthe Operational Programme and
Programme Complement reveals that these docummeats dnvironmental-sustainability issues
properly, albeit not extensively enough, becauseseaveral cases, the insertion of additional
environmental criteria would have been possiblatiée were the definitions of environmental

sustainability indicators optimal.

It was in order to promote initiatives which placetbre emphasis on protection of the
environment that environmental sustainability, adlein ECOP, was listed as a project selection
criterion. Applicants were to provide a text-degtian of how their project would contribute to
environmental sustainability. Answers were give®% "weighting”, among other evaluation
criteria. Examination of ECOP projects revealedt tthee scores received for environmental
protection were failing to adequately influence fimal success of the application. An average
score for environmental protection aspects was drl$. Sample checks, taken from the text of
applications, confirmed that environmental-protactiaspects were not being emphasized
enough. Only a small number of data were availallleeh were relevant to the examination of
project implementation from an environmental-susthility point of view. The Assistance
Contract only stipulates the applicant's projegiementation obligations: it fails to detail any
environmental-sustainability aspects. In practicéiese environmental-protection-related
undertakings which were indicated by the applicanthe Application Form - criteria for which
extra points were awarded during the evaluatiomgesta were not listed among contractual
obligations. No objective feedback could be foundquarterly and half-yearly project-progress
and maintenance reports, which could help us taddeghich environmental-protection-related
undertakings had been accomplished, and which had The Economic Competitiveness
Operational Programme and schemes implemented utsdauspices incorporated compulsory

measures concerning achieving sustainability asodzdntal objective, as set forth in EU
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regulations; however, in practice, environmentastaimability was not emphasised strongly

enough.

In May, 2007, the European Commission approvedHimegarian National Strategic Reference
Framework, covering the 2007-2013 programme pegated the New Hungary Development
Plan (NHDP). The document outlines two comprehensivjectives for the country: improving
the employment situation and establishing propenditions for sustainable growth. The
objectives indicated above are to be accomplisheugh seven sectoral-operational-

programmes and seven regional-operational-progranme

In compliance with relevant EU regulations, Strategnvironmental Assessments were
completed for both the NHDP and the OperationagRnmmes. When compared to the 2004-
2006 programme period, it must be considered af&ignt step forward that the New Hungary

Development Plan guarantees that environmentahisadility appears as compulsory

acceptance criterion in all projects proposals #mel NHDP attempts to ensure that the
implementation body will enforce sustainability asts throughout the whole implementation
process; furthermore, the NHDP ensures that mongactivities will also cover environmental-

sustainability issues, as well. The biggest flavwhaf New Hungary Development Plan, from the
sustainability point of view, is that it places mrdinary emphasis on sustained growth and
considers almost all other priorities inferior toat of achieving economic growth objectives.
Clearly-defined, relevant indicators are indisp@fsaools when measuring the implementation
level of a strategy or plan. A major weakness & NHDP is that the indicators used are
incidental, ill-considered and, very often, not guféed. Environmental-sustainability indicators

omit those related to ecological-potential, land-uand environmental-health, and those
indicators actually listed in the document are netessarily related to protection of the
environment. The SEA suggested the enhancememivobamental indicators by the addition of

numerous other indicators; among macro-level indrsa besides the GDP and HDI, the SEA
initiates the inclusion of a genuine-progress iathc (GPI). Regrettably, these have not been
incorporated into the plan. Compulsory elementsireq by the EU are, therefore, present in the
plan; however, behind this seemingly proper commgka economic-growth objectives prevail

and ecological issues are given less preference.
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The Economic Development Operational Programme (ED@3 a sector-based operational
programme, covering Six convergence regions, anttibating most directly to the fulfilment of

the growth-objectives set forth in the NHDP. Itsimabjective is to promote the growth of the
Hungarian economy, and, in order to implement tlodgectives, the Programme highlights four
major priorities. These priorities are: Research&&epment and Innovation; a special focus on
developing the capacities of small- and mediumesieaterprises; the development of the
business environment; and the promotion of findnicistruments which help SMEs to access
financing resources. Projects implemented in Pesin€/ and in the capital, Budapest, are
supported by a separate programme - the CentrabgdtynOperational Programme (CHOP).
Priority-axis-1 of the CHOP, the development of Bmmovation- and enterprise-oriented,
knowledge-based economy, contains resources tddoated for economic development in the
Central Hungarian region. Schemes within this Ryi@re "mirror schemes" of EDOP Schemes.
During the 2007-2013 programme period, nearly EURillBon is available for the Economic

Operational Programme and nearly EUR 478 millioavailable for the economic development

priority of the Central Hungary Operational Prograen

Strategic Environmental Assessment of the EDOP &akeady taken place. Thorough
examination of OP text has revealed that environatéssues and environmental-sustainability
are taken seriously, and are listed among objestivewever, the detailing of measures fails to
define exact problem solutions. From an environagooint of view, it is definitely positive that
through facilitating Research&Development as wallhegh-value-added activities, the EDOP
can contribute to the development of the less nad$¢erand energy-intensive sectors. Supporting
technological modernisation through improvementspioductivity can also stimulate more
moderate consumption of materials and energy at agela GDP-proportionate decrease in
environmental load. The question is whether enwvitental advantages generated through
improved efficiency can counterbalance the negatffects stemming from volume-increase and
intensified transportation-demands. From a sustédibapoint of view, SME-sector development
can be justified, especially when such developneebtsed on local resources, labour-force and
knowledge. It is definitely to the EDOP's advant#gs contribution to sustainable development

appears not only among selection criteria, bubmes other places in the programme, as well. In
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the case of EDOP-2.1.4., environment-centred tdolggedevelopment for SMEs is a standalone
objective and allocated resources are availablethiar purpose. It is important to note that

economic development through improving productiatd enhanced competitiveness may help
to enforce sustainability aspects; however, susthegconomic growth can only be a temporary
objective, because, in the long run, such sustagnedth cannot be maintained due to ecological

constraints.

3.1. New research achievements

In the case of the Economic Development OperatiBnadjramme, the evaluation-criteria system
serves as a tool used to enforce project-levelrenmental-sustainability. Applicants select from
which of the environmental-sustainability critefigsted on the Application Form they will
undertake environmental performance improvementhEaoject supported by the Funds must
meet certain basic criteria; however, there miglsib ebe some additional environmental-
protection-related issues being undertaken by th@iGant for which the project evaluation

process may grant extra points.

The author examined the environmental performamaplications submitted to the economic
development schemes of both the Economic DeveloprOgrerational Programme and the
Central Hungary Operational Programme. This scyutvas based upon data which were
registered in the Single Monitoring Information &e (EMIR) database: the query date was
21st November, 2008. The author examined the 2gplications and placed special emphasis
on scores awarded for environmental sustainakalitg on some other specific features such as

company-size, sectoral-status and geographicatitoca

. One of the main issues covered by this paper isdiétermination of how environmental
sustainability, as an evaluation criterion, can igadé projects towards better environmental
performance. On the basis of the experiences ganfetthe ECOP, the author's hypothesis
suggests that the 5% weighting of environmentastasnability aspects fails to significantly

influence the success of a project.
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One application can receive a maximum of 100 ppiinten which a maximum 5 points can be
awarded for environmental-sustainability aspecte average environmental-sustainability score
of the 2,417 evaluated applications was 3.39, while highest score (5 points) was reached by
26% of applicants. This is an obvious step forwarden compared to ECOP applications where
the average environmental-sustainability score wa$ and a mere 12.5% of applicants were
awarded the maximum available score. This posghi& can, evidently, be attributed to the fact
that while, in the case of the ECOP, assistanc&ldmei given to applicants with O points, in the
case of the EDOP, no assistance could be givepdiicants who did not receive at least 1 point.
Instead of using blank text-boxes on the Appligatiorm, the provision of a list of explicitly-
defined environmental performance items definitehd a positive effect on environmental
undertakings: applicants only had to "select" frilv®a parameters indicated. Earlier research had
revealed that applicants know only a little aboutvinmental sustainability and the
environmental aspects of their activities. It i®lpble that the applicants could more easily
choose criteria (from among the pool of “guideditemia) which they would not have selected
proactively due to their poor knowledge of envir@mtal-sustainability. This listing of
environmental-sustainability aspects greatly insesa the likelihood of the selection of
environmental tasks, even if the project implemenéee not environmental experts.

In order to determine how scores awarded for enwiental-sustainability influence whether a
particular application is supported or not, thehautused two different methods. The indicator
that measures the relationship intensity between dtores (as a quantitative variable) and
successful/unsuccessful status (as a quality &atisr the deviation quotient. This ratio, in
relation to all evaluated applications, is 0.12jckhindicates a very weak connection between
these two definitions. The author estimated thelildood of being supported with the probit
analyses, which can connect binary and continuargables. Having carried out the probit
analysis for the entire sample, the author obtaiftedan applicant with average score for
sustainability and other aspects, a unit increasdahe score for sustainability raises the

probability of being supported by only 3%, whiclndze regarded as considerably low.

Both methods confirm the hypothesis that scoresdadafor sustainability do not significantly

influence whether or not a particular applicatisrsupported. Consequently a 5% weighting of
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environmental-sustainability aspects in the evabnatriteria is insufficient to ensure that those

applications which promise better environmentafqrenance are actually intensively supported.

Examination of the environmental-sustainability exdp selected by individual applicants has a
dual-layered relevance. On the one hand, impocantiusions can be drawn concerning both
the attitudes of applicant-enterprises towardsrenwental protection, and in relation to project
environmental performance. On the other hand, ailddtexamination of those criteria selected
by the applicants can help us to determine whetieeenvironmental-sustainability criteria of the
current system are relevant, at all, to decide dresuch criteria properly characterise a
particular project (from the sustainability poiritview), and to define whether undertaking their
completion will have any real effect on the widewieonment or whether applicants merely
opted for these criteria since such aspects afieudifto monitor. Based on our experience of the
current sustainability-evaluation-system, an intbepetailed analysis facilitates the compilation

of potential modification proposals.

Surveys among Hungarian companies show that theorityajof the enterprises takes
environmental measures merely to reduces costafdfil legal requirements, the influence of
other motivating factors is minor. Factors obstingthe introduction of environmental measures
the most are the high cost of environmental invests) the long rate of return and the scarcity
of financial resources.

Based on the experiences of former studies, thieodsthypothesis was that the majority of
applicants undertook sustainability criteria thenptetion of which would not require intensive
efforts. Criteria which are easy and inexpensivadoomplish, or which completion cannot be
objectively checked later, appear in more appliceti than those criteria for which
accomplishment implies massive expenditure or gsrineasurement operations. Sustainability
criteria that require expensive investments andhistipated measurement are undertaken by only

a small proportion of the applicants.

A detailed analysis of those sustainability-craetindertaken by applicants confirmed the
author's hypothesis. The most frequently selectedrenmental-sustainability criteria can be
applied and interpreted for the majority of progeahd where adherence to such criteria implied
only a small outlay for the applicant, e.g. crisesuch asintroduction and/or intensification of
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recycled-paper use in office- and printing-actie#ti (95%), "Selected features of knowledge
dissemination (trainings, conferences, etc.) reiigcenvironmental awarenes$84%),and "
Purchase and application of combined energy- antena-saving office-equipmeni{849%) It
must be noted, however, that adherence to thetsziaris rather hard to monitor throughout the
whole life-cycle of the application, i.e. therens risk embedded in the system for an applicant
who fails to accomplish such criteria.

Another segment of the selected criteria can bé&fipts by the fact that they are easy to
accomplish by administrative measures. Based osetlamswers given tdHas sustainability
plan or programme"a paltry 10% of applicants have, at applicationnsigion, a sustainability
plan or programme; however, by the time the projaushes, 82% of them have already
undertaken to prepare/have prepared such a docuRmrngimilar reasons, the following criteria
are also popularPreparation of regular, environmental-health rigkalyses or improving their
frequency”(81%) and'Appointment of an Environmental Sustainabilityi€#if or Environment
Training/Sustainability Training Officer or Work Gup” (89%).

Criteria which can mean future economic savingslicect economic advantages for applicants
are also popularyEnforces environmental aspects when selecting maége products and
devices to be purchased(92%). Criteria undertaken by 88% and 83% of ajaypiis,
respectively, may require massive efforts from mmapilts. These criteria are the followiny:
Decrease of specific energy consumpticarid "Decrease of specific water consumption”
Undoubtedly, potential future economic advantageslenthe following criterion popular with
applicants,"Analysis of expected environmental effects takasepduring product and service
development” this criterion was selected by 89% of applicahtsywever, the popularity of this

item may also be explained by the fact that its gletion is hard to check.

This confirms the author's hypothesis, i.e. thabséh aspects which require complex
measurements and potentially expensive intervesi@oa less popular: the criteritidecrease of
pollution material in sewage”was selected by only 9% of applicants drndecrease of total
generated waste amountiyas selected by 22% of applicants. The least popriterion was

"Decrease of road-transportation intensitydnly 7% of applicants undertook this criterion.
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Based on the survey of the sustainability criterredertaken by the applicants, the author’s
hypothesis can be confirmed: the majority of aglis undertook sustainability criteria that are
easy and inexpensive to complete, or of which cetigsl cannot be objectively checked later on.
Sustainability criteria that require expensive siweents and sophisticated measurement

operations are undertaken by a small proportich@fpplicants.

Enterprises, especially small- and medium-size@rprises, make up the target-group for the
support provision offered by economic developmertiemnes. Taking the results of earlier
research into account, the author believes thatctimpany-size determined the number of
sustainability criteria undertaken: the bigger tdmenpany is, the more sustainability criteria it

undertakes.

In general, analyses based on company-size relaglin line with our initial hypothesis, the

bigger the company, the more sustainability-ciiarndertaken by the applicants. It should be
noted that the numbers of criteria being undertakemdually increases, in parallel with

company-size, from micro-enterprises up to largaganies. This phenomenon may be partially
attributed to the fact that larger companies gdlyaraplement more complex investments, often
including construction-work, as well. In the casermre complex projects, there is a wider array
of sustainability aspects than in the case of nmelitpurchase operations of micro- and small
enterprises. Increasing company-size implies thatapplicant’s legal background allows for a
better understanding of environmental-protectiosués and that they can take on extra
expenditure (which comes attached to adherence@doifg sustainability criteria) more easily

than can micro- or small enterprises. In the cabdame enterprises, improvements in

environmental performance have a faster return, tdueasons attributed to the economies of
scale. Typically, there were only a few criteriaigthwere selected by a larger number of micro-
and small enterprises. This may be explained byfabethat such enterprises are more rigidly

embedded into the local environment.

Based on the results of earlier surveys, it isaimor’'s hypothesis that the companies operating

in the different industrial sectors perform bettgth respect to different sustainability criterit,
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is only the chemical industry enterprises with ¢desable environmental load that precede the

other sectors concerning most of the sustainalatitgria.

Examination focusing on the sectoral backgroundpgiicants revealed that no such sector exists
in which actors consistently perform better thamtiner sectors. Owing to the diverse nature of
the activities and the loads which they impose ba environment, applicants from the
processing-industry and service-sector took oreratfrom different areas. One definitely
positive item of feedback is that more than 90% mkrprises in the production-sector undertook
the completion of the following criterior'Decrease of specific material useHowever, in
relation to criteria intended to relieve the enmimental load in sectors where emissions are
supposedly more intensive, production-sector appts were less willing to undertake criteria-
completion than service-sector applicants. Theasitn is similar for:Decrease of total
generated waste amount"Decrease of amount of dangerous materials used, substitution
with not dangerous or less dangerous materialsid "Decrease of pollution material in
sewage,; where fewer processing-industry players undertookpletion of these criteria than

players in the service-sector.

Based on the analyses, the first assumption ohyipethesis can be accepted, namely that the
companies operating in different industrial sectpesform better with respect to different
sustainability criteria. Among the applicants unoestigation, however, the chemical industry
enterprises do not show consistently better perdioca in undertaking sustainability criteria,
thus the second assumption of the hypothesis cdrenjoistified.

The geographical distribution of applications isngaratively homogenous. The majority of
the sustainability criteria undertaken across #hgians and counties are rather homogenous,
except for some cases in the Central Hungariaromegspecially in Budapest. The assumption
that rate of undertaking of the applicants from &upekt is significantly lower than that of the
applicants from other parts of the country is Bsthe author using a two sample text examining
the equality of the mean values. According to theult of the test, it can be stated at a
significance level of 5% that the applicants fronudBpest received 0,3 point less for

sustainability than the other applicants. Budafais behind the country side concerning the
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Operates in line with environment-centred certifica” and "7. Products or services are
certified by an approved environmental-sustaingpitjualification system” criteria Not

surprisingly, in the case of the developments & dhapital, criteriorf21. More green areas are
created during the project then minimally prescdb®y relevant regulationsivas selected by a

significantly lower number of applicants in thigien than in other regions.

. Only a small number of data are available concernire implementation of EDOP projects.
Considering the relatively short time that has pdssince EDOP commencement, the vast
majority of supported projects have yet to reachnaplementation-level which allows for the
examination of environmental-performance. Howeweth regard to environmental-monitoring
and compared with the previous period, it shoulchbd that it is a remarkable improvement
that beneficiaries must regularly inform relevaattigs about sustainability issues in project
progress reports and maintenance reports, i.eiréaib accomplish environmental-sustainability
undertakings can be sanctioned in the same wayenaltes are imposed in the event of
infringement of any other contractual obligatior&harpening the monitoring system will

definitely motivate beneficiaries to take enviromtieelated-undertakings more seriously.

4. Conclusion and recommendations

The sustainability-criteria system of the New HunygBevelopment Plan managed to resolve
major flaws in the previous evaluation-system. Wkempared with the ECOP, environmental
aspects are easier to track and monitor in the EBX@Phey constitute a comparatively objective
system. Despite all the difficulties embedded i $lgstem, the New Hungary Development Plan
allows for applicants to better their environmeitatformance in the most suitable areas. It is
very promising that the structure of the new enwinental-sustainability-criteria system, besides
a narrow scope of environment-related project festuevaluates and gives recognition to efforts
which are/were taken during the operation of trageut in its handling of environmental effects,

as well as evaluating the current, environmentavidies of the applying organisation.

Our examination of all the evaluated applicationsftmed that the current 5% weighting of
environmental-sustainability criteria has proveauifficient to ensure that those projects which

promise better environmental performance are gswgyport in a higher proportion. In order to
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improve the sustainability characteristics of tpelecation system, and increase in the "5 points”

bonus is suggested.

Examination of those sustainability criteria sedgicby the applicants confirmed the hypothesis
that the majority of applicants tend to undertal@mpletion of such criteria which are
inexpensive to accomplish and which may create stuh&e economic advantage for the
applicant. The problem lies in those criteria whierecheck that a particular criterion has been
completed is difficult, or even impossible, to exic In the case of such criteria, there is a risk
embedded in the system that applicants choose trdgsda merely in order to easily receive
higher scores. Considering the fact that, baseduwnanalysis results, quite a large number of
applicants selected criteria ensuring significaptrdase of environment load and requiring
serious efforts, which can relatively easily be nmmed and checked, it is worthwhile to
reconsider the criteria-system. Modification of ttwteria system could be accomplished by
making "soft" criteria compulsory, or by more etige differentiation between scores given for

individual criteria.

Analyses based on company-size show that the emagotal-performance expected from large
companies can be "more serious" than that whigxpected from micro- and small enterprises.
If need be, for large companies, some compulsoitgr@ could be inserted into the system.
Furthermore, whilst respecting the principle oftsedeutrality, it is worth determining in which
sectors it would be possible to introduce compuyisoiteria in order to motivate projects which
impose a massive load on the environment to beem@hted sustainably, perhaps exceeding

compliance with other less-stringent legally-birglhegulations.

The current system of economic development scheinethe case of automatic-evaluation
schemes of relatively small assistance-amount,s fad positively enforce sustainable
development aspects. Applications for such scheasepunted for nearly one half of all
applications during 2007-2008. In these casestdfa cost of an investment to be implemented
is relatively lower; however, when taking into asnbthe larger picture, the investment-amount,
lacking proper motivation from the institutionals$ym toward sustainability, is rather significant.
Therefore, it is of the utmost importance to esshbla criteria-system tailored for these

applicants, as well. Such a system would bettarspecial project characteristics; however, it
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would be better-streamlined and simpler than thwgeria-systems used for large projects. The
literature confirms that micro- and small enterpsisire the least aware of the effects which they
impose on the environment through their activiti€se introduction of an evaluation-system
containing “guided” criteria into this circle of plcants would intensively facilitate the
environmental-quality of implemented projects anauld promote better environmental-

performance by the applying enterprises.

Similarly to the exclusion of enterprises which &dined as a consequence of employment-
related issues, ensuring the exclusion from assistaf those applicants who were fined during
the past three years as a consequence of envirtéanesues and who are not willing to change

their attitude would efficiently strengthen the eommental aspects of the application-system.

When selecting projects for on-site audit, it isfu§to include environmental aspects among the
risk-factors in the risk analysis. In the case mijgcts which operate in nature-protection areas or
which use considerable amount of energy or mageoatiangerous materials were more likely to
be included in the sample check, then with a smallember of on the spot checks, an
environmental load representing a larger segmeuiddee monitored. It is important, however,
that officers conducting on-site audits should haweper environmental experience and

education.

Earlier results warned us that applicants have raesdhat unsatisfactory knowledge of the
environmental aspects of their activities and tlmtgeneral, their knowledge is rather poor
concerning environmental-sustainability, as wehleif knowledge should be enriched, in order
to minimise the load imposed on the environmenttlbgir activities and to enhance their
environment awareness. It is important that praj@piementers understand their environmental
tasks, even if they are not environmental expdmamselves. Clear and plain information-
structures and applicant-assistance, thereforey plaprimary role throughout the entire

application process.

To sum up answers given to research objectiveg)npta of the Economic Development
Operational Programme, during the preparation ef Fnogramme Document and the Action

Plans, took all the steps and measures expecteer Uid regulations, in order to achieve
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environmental sustainability. The sustainabilititeria-system currently available, and used to
enforce project-level sustainability-criteria, is@markable step forward, when compared with
attempts of the previous period, since environmeagpects have been rendered easier to track
and monitor through the use of a comparatively @bje system. However, in order to achieve a
really efficient project-level-enforcement of eronmental-sustainability, some minor
adjustments are necessary. Taking the featureseoturrent sustainability-criteria-system into
consideration, a more streamlined Call for Applmatis needed for any particular Scheme;
however, from the viewpoint of the entire applioatsystem, a more differentiated system
should be elaborated. In the case of mass schevitbselatively small amounts of assistance, a
list of comparatively small numbers of well-mongdrand well-supervised, objective criteria
should be applied. In the case of large, complexjepts, the current criteria structure is
appropriate, with one slight modification that,tire case of large projects, "soft" criteria cannot
contribute to score definition. In such situatiopspject features allow for the selection of a
sufficient number of "serious” criteria. Furthermpit is worth considering that, in the case of
large enterprises which can bear environmentalBted costs more easily, or in the case of
sectors or project-types imposing larger loadshenenvironment, some criteria should be made
compulsory. It is important to note, however, tlaatly realistic, "doable” and checkable
sustainability-objectives can be made compulsorgugtainability-criteria-system, encompassing
the entire application system, should be elaborateduch a way that future monitoring of
criteria-completion ensures data-accumulation &atldata should be structured in a manner that
allows for the definition of component- and OP-lewelicators. It should be highlighted that a
proper sustainability-evaluation-system, on its pwennot sufficient. In order that a particular
undertaking be realised, the introduction of acstenvironmental-monitoring-system that

requires realistic data-provision from beneficiarie necessary.

The fact that environmental-sustainability appearthe economic-development-scheme system
as an evaluation criterion triggered a positivdtshiapproach: it forced applicants to reconsider
the environment-related aspects of their projedgtedeed, of their whole scope of activities. A

noteworthy result of the application system is theside the applicants with environmental or
quality assurance system, an additional 34% offi@icants undertook the criterion that by the

end of the project they would introduce one of BMAS or ISO systems. The introduction of
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environmental management tools itself is a positeslt of the systems as these tools mean the

first step towards an environment-aware companyagament.

The application-system and the embedded self-régnlprocesses may be vital to improving the
environmental performance of enterprises and tditetang their environmental awareness.

During the whole implementation process, applicanis representatives of implementing bodies
play a major role in the promotion of this posititemdency throughout the application system,
and they ensure that, in parallel with the develepimof the Hungarian economy, sustainability

aspects can also be adequately enforced.
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