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Abstract: Public procurement has acquired new dimensions in recent decades, going beyond the elementary satisfaction of certain needs. 

Public procurement connect to public policies through its horizontal nature. In present study, public procurement is perceived as an 

important demand-side policy instrument that can effect both the speed and the direction of economic development. A key argument 

supporting the view of public procurement as an important policy instrument is that they accounts for about 14% of EU GDP. At the same 

time, governments frequently overlook procurement as a policy instrument (and demand-side tools in general). The study of public 

procurement as a policy instrument, given their proven market effect, merits further analysis. Hereof, this research is focused on exploring 

strategic procurement approaches for economic development. Actually, through public procurement, governments can contribute to the 

development of growth-generating economy sectors in the role as an important lead consumer by setting standards and exacting superior 

performance. 

Keywords: PUBLIC PROCUREMENT, STRATEGIC PUBLIC PROCUREMENT, PUBLIC POLICIES, PUBLIC POLICIES INSTRUMENTS, 

ECONOMIC DEVELOPMENT, HIGH TECHNOLOGY 

 

1. Introduction 

In recent decades, public procurement rules are no longer just 

about that 'how to buy' - they offer incentives for about 'what to 

buy'. The concept of Value for Money (VfM) emergence and 

development lead the understanding that contracting authorities buy 

strategically, without aiming only the lowest price achievement. 

Desire expression for better and sustainable public finance 

management is the focus rising to strategic public procurement in 

recent years. Public sector expenditure through the public 

procurement system forms 14% of The European Union (EU) gross 

domestic product (GDP) [1]. This amounts more than 1.9 trillion 

euros. This enormous purchasing power refers in particular to 

sectors such as energy, transport, defence, IT and healthcare 

services, where the public sector is a key demand source. 

Redirecting public sector purchasing strength through strategic 

procurement can become a powerful demand-side instrument for 

maximizing policy outcomes in a number of areas.  

2. Public Procurement and Public Policy 

2.1. Strategic Public Procurement 
The notion of public procurement pithily assumes so that 

procurement is awarded in areas intended to satisfy public needs. 

Public procurement can be defined as "the acquisition by means of a 

public contract of works, goods or services by one or more 

contracting authority from contractors chosen by them, intended for 

public purposes or for the needs of public authorities, and in the 

case of utilities - for sectoral activities' implementation [2]. The 

rationale, purpose, and starting point of public procurement should 

always be to solve societal problems, to satisfy human needs, or to 

meet global challenges, such as environmental or health problems 

[3]. The concept of sustainable development through the public 

procurement prism, brings procurement into a strategic dimension 

beyond the elementary certain needs satisfaction. Strategic Public 

Procurement (SPP) involves the awarding of environmental 

("green"), socially responsible and innovative procurement. SPP 

affects all sustainable principles’ sub-dimensions (Fig. 1). 

 

 

Fig. 1: Strategic Public Procurement affects all sustainable principles’ sub-

dimensions 

Strategic or sustainable public procurement is defined as a 

process by which organizations procure goods, services and work in 

a way that achieves value for money based on the life cycle costing 

(LCC) of products and services and generates benefits not only for 

the organization but also both for society and the economy, while 

minimizing environmental damages. LCC is a methodology where 

costs of a given asset are considered throughout its life-cycle. It is a 

method for directly calculating and comparing the real costs of 

different alternatives for use in procurement decision making (Fig. 

2). 

 

 
Fig. 2: Life-cycle costing (LCC) in public procurement 

 

On the other hand, "green" public procurement can be 

considered as a process by which public authorities seek to obtain 

products, services and construction works with a reduced impact on 

the environment. Socially responsible public procurement takes into 

account one or more social considerations to achieve social goals, 

and innovative procurement involves purchasing of innovation 

process or results. In all cases, the aims of strategic procurement go 

beyond a specific need satisfaction. 

The total value of public procurement contracts in the EU 

determines their significance. It is not only a key pillar of strategic 

management and service delivery, but also a key economic activity. 

If used strategically, public procurement can improve the market 

economies competitiveness as well as to help important policy 

outcomes delivery in response to today's societal and economic 

challenges, especially these relevant to sustainable growth and 

employment. Smart contracting achieves best value for money 

(VfM). Public authorities demand can significantly enforce and 

strengthen markets for innovative, environmentally and socially 

responsible goods, services and work. Governments need to admit 

the importance and encourage the use of public procurement as an 

instrument to address both budgetary bottlenecks, caused by the 

crises, on the one hand and to achieve the strategic challenges on 

the other. 

 

2.2. Public Procurement as a Demand-side Policy 

Instrument 
Public procurement links to public policies through its 

horizontal nature. Public procurement is in general an instrument of 

all sectorial policies. It is due to the fact that at all policies carried 
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out in the EU member states is carried out through the expenditure 

of public funds, in compliance with the common legislation. 

On the other hand, the study of public policy refers to what the 

state does, to its activity in respect to community cohesion and to 

uphold a certain society orderliness. The public policy approach is a 

continuation of theories about the modern state, which through its 

legitimate institutions brings rationality to society. A classic 

understanding of public policy is that it is whatever governments 

choose to do or not do [4]. The truth is single definition does not 

exist - there is a whole concept behind the notion. The concept of 

public policies refers to the measures government stand behind and 

which cause a change in the behaviour of individuals and after all - 

in the community development [5]. One of the public policy science 

basic assumptions is that it can be defined as a temporary 

organization for goals achievement. In the same vein public policy 

could be considered as a governmental supported actions that are 

taken to change the social environment in the community desired 

direction [6]. 

The measures by which legitimate authorities and their 

institutions achieve the goals formulated at the political level are in 

fact the public policy instruments [7]. Instruments are part of public 

policy actual implementation [8], and may serve different purposes 

and lead to different results and effects. That implies the policy 

instruments choosing is an important policy formulation point, as it 

have a direct effect on implementation outcomes. In other words, 

and this can be taken as a conventional and general definition, the 

public policy instruments are the set of techniques that government 

bodies exercise their power by in an attempt to ensure support and 

effect (or prevent) social change. They represent management 

techniques that in one way or another involve state power usage or 

its deliberate limitation. This is no surprise that instruments can be 

and have been categorized in a variety ways in the scientific 

literature. Thus for example, according to its nature, they can be 

mandatory or voluntary, according to the sphere - social or 

economic, etc. (Table 1). 

Public procurement can be considered as a public policy 

implementation economic instrument. Some authors even consider 

public procurement as part of a new generation innovation policy 

instruments. On the other hand, according to its inherent market 

impact, public procurement participates as a demand-side market 

mechanism. Supply and demand are major catalysts in the "Smith’s 

invisible hand" motion. It is well known that the demand should be 

supported not only by a willingness and need for a certain good, but 

also by sufficient resources for its provision. Hence, a key argument 

supporting the view of public procurement as an important policy 

instrument is the exactly significant amount of public expenditures 

through the public procurement system. Considering the high 

funding potential, public procurement can be regarded as an 

important demand-side policy instrument [9, 10, 11], that can effect 

both the speed and the direction of economic development. 

It is important to pay due attention to the need of equilibrium 

when choosing supply' and demand' side instruments in the process 

of policy design-making. Most policies architecture are focused on 

the supply side, concentrated on conditions creation and specific 

technological capacity provision in the economy. Hence, supply 

side policy instruments are mainly used. This may leads to a 

distortion of a results and failure in goals achieving, according to 

some authors. Moreover, these authors consider а demand-side 

instruments based policy as more effective than that based on 

supply-side policy instruments [12, 13, 14]. For example, if the 

market is formed on the supply basis, it is possible that the 

consumers will not be able to satisfy their needs with offered 

solutions. On the other hand, if weak consumer activity, the 

proposed solutions would not be successfully commercialized. This 

is no-win situation - neither for consumers ("demanders") nor for 

suppliers. 

Recently, this perspective seems to have gained popularity, both 

in science and in the practice of governments, including at the 

European level. The focus on the demand side receive more and 

more attention. Over the years, public procurement has been used to 

achieve various political goals. The use of public procurement as a 

political instrument is by no means a new phenomenon. Following 

McCrudden: [It is not too much of an exaggeration to say that 

modern procurement systems evolved along-side the development 

of the Welfare State, and it is hardly surprising that the former was 

used in part to underpin the goals of the latter] [15]. Development 

of understanding reflects and responds to the growing EU 

concerning on how to maintain a competitive advantage in a 

globally competitive economic environment.  The fact that 

countries such as the USA or Japan, which have adopted more 

strategically focused public procurement policies, outperform the 

EU on a number of economic indicators further justifies this point 

of view. According to The European Commission, public 

procurement have an important potential for [16]: 

- Boosting the economic recovery, the green and digital 

transition and the resilience of the EU; 

- Delivering higher quality public service on an optimal budget; 

- Addressing an arising need; 

- Modernising public services; 

- Helping start-ups and innovative SMEs launch and grow; 

- Moving markets towards innovation. 

 

2.3. Strategic Public Procurement - Market Effect 
Conceptually, in the public procurement process, at least two 

types of participants cooperate - the contracting authority and the 

candidate/participant(s). In the case of SPP, this interaction aims to 

solve a specific "problem". Even more, it is the satisfaction of an 

identified need of public interest in the case of public procurement. 

The solution itself is achieved by using the available knowledge 

among the participants that implies the mobilization of the existing 

knowledge and potential of the market. Considered as an act, SPP is 

a special case of consumer-supplier interaction. [17]. Within this 

interaction, interactive learning takes place [18] - per se as a social 

process governed by institutions [19]. In this way, public authorities 

participate in the market supply formation through the public 

procurement system. 

Except as a demand coordination instrument, the SPP, including 

innovative public procurement can contribute to a faster 

introduction of new technologies (solutions). Potentially, another 

added market value of public procurement is related to technology 

transfer. Too often there is a gap (a phenomenon known as the 

"valley of death") between innovative solutions and their final 

commercialization. Thus, when contracting authorities act as start-

up customers or first clients. Public authorities can "create" an 

innovation directly as a response to a need identified by acting as a 

"proxy customer". It is also necessary to consider the relationship 

between strategic public procurement and the economic growth and 

stability creation, due to the ability of public procurement to "open 

up" the market for small and medium-sized companies, including 

start-ups. 

Public procurement "greening" is, in turn, a powerful instrument 

for improving environmental performance in a variety sectors, such 

as energy, transport, healthcare, where the public sector is a key 

demand source. "Green" requirements usage inevitably provokes 

the creation of high technologies that both meet the contracting 

authorities’ specific needs and also are in line with the green 

transition goals. In addition, strategic public procurement stimulate 

cooperation between different market participants. 

 

3. Strategic Public Procurement – How to Use the 

Potential? 

SPP approaches and practices research is a matter which 

relevance is reinforced by the complexity of the tasks to be solved 

in the modern public administration agenda. 

Stimulation of SPP application require a certain amount of 

mandatoryness of the instrumentarium. Regulation refers to the 

rules applying by public and government bodies to impact the 

behaviour of the private actors in the economy. Hereof, it may have 

an effect on the performance (quality, compatibility) or 

consequences (health, safety, environment) of the products, services 

or works (construction) [20]. According to the EU public 
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procurement legislation in force, the applying nature of this type of 

procedure awarding is voluntary, left in the field of discretionary 

power. In some areas, such as the automotive industry, construction 

or packing and packaging, regulations set minimum, mandatory 

environmental requirements. So far this regulation approach 

remains sporadic. On the other hand, a holistic approach is the 

introduction of the principle of sustainability, as the main one in the 

public procurement regulation, along with those the Treaty on the 

Functioning of the European Union resulting from. 

On the second place, policies should 'recognise' public 

procurement as an instrument to achieve the goals formulated. 

Hence, public procurement issues should be deliberate during the 

strategic documents development for each specific policy - 

strategies, action plans, etc. On the next place, public procurement 

is a significant element of public finance management, sensitive to 

social and economic environment changing, the political and private 

interests. As such, it is a complex and often changing matter that 

requires and implies management capacity building. Only in this 

way, public sector organizations can be strong participants in the 

process of unfolding the potential of strategic public procurement 

and could derivering maximum benefits from.  

In a practical point of view, some approaches and practices 

would contribute to the public procurement application as a 

demand-side policy instrument strengthening. Such are, for 

example, functional procurement - based on functional 

specifications and quality-oriented award criteria. 

In general, after needs identifying, procuring authority normally 

describes the desired goods, services or works characteristics in the 

tender documentation (more precisely in technical specification). 

Usually technical specification describes very precisely and in detail 

the requirements for procurement object (that means describes 

existing 'off-the-shelf' goods, services or works). This type of 

procurement is known in the literature as a public regular 

procurement. Such a regular procurement examples are stationery 

delivery, telecommunication services, repair and maintenance of 

building stock works, etc. A large number of regular public 

procurements are perfunctorily conducted, i.e. the procuring 

authority describes the same product as in previous procurements in 

a routine manner. This manner poses risks for sustainable market 

development. Such repetitive product procurement leads to lock-in 

situations and inertias sooner or later [21].   

Increasingly, the application of the so-called "functional" over 

conventional "technical" specifications in the SPP context is 

considered, as an approach to drive market potential. Functional 

specifications are oriented towards describing the final result 

desired. So in case of functional procurement, procuring authorities 

describes the function to be performed or the problem to be solved 

(functional specification) instead of describing the product that is to 

perform the function. Hereof, they specifies what to be achieved 

rather than how to be achieved. This description may represent a 

reformulation of the need or "problem”. In this way, an opportunity 

for the economic operators to use their potential and to "produce", 

commercialize or adapt the available arsenal of solutions to meet 

the requirement is provided. In turn contracting authority has the 

opportunity to choose the best solution. So-called functional public 

procurement can become an important policy instrument. The 

probability that the "solution" will be provided in the form of new 

and/or high technology with respect to the principles of 

sustainability increases. Inviting the market to satisfy a specific 

need or solve a specific problem can also be seen as an instrument 

to improve competition and public-private partnership. 

In addition to functional specifications, which application is 

very weak in EU, a way to "strategize" the procurement process is 

applying of other than "the lowest price" award criteria. Data show 

that the proportion of procedures awarded based on "the lowest 

price" in EU is equal to 80% [22].  

As mentioned, the main formula for the development of 

sustainable and modern, high technologies and solutions is their 

appropriate funding. In this sense, the path to sustainability and 

resilience implies the application of the VfM concept and the 

quality criteria preference when choosing the needs satisfaction 

way. Inclusion of all the costs in the procurement process trought 

LCC award criteria is another useful practice. 

Summed up, it seems that SPP as a process require sustainable 

principles consideration on all procurement cycle stages but mainly 

in planning, forecasting and preparation ones. Also cooperation and 

information exchange with all stakeholders is needed, incl. 

economic operators, end users, etc. Functional procurement and 

quality award criteria is also appropriate. To be effectively complete 

SPP also imply post-contract management - assessment and lessons 

learned (Fig. 3). 

 

 
Fig. 3 SPP Process Example 

 

As can reasonably be concluded, the implementation of this 

type of procurement, due to the complex nature of the matters and 

multi-decision-making, requires a high professional administrative 

capacity. This issue merits higher attention and deeper analysis. 

 

4. Conclusion 
 

Possible approaches and practices for strategic public 

procurement consideration of is a matter relevance is reinforced by 

the complexity of the tasks to be solved on the modern public 

administration agenda. Strategic public procurement contributes to 

increasing the added value of public funds spending. It would 

potentially maximize public policies outcomes in various areas 

through involvement of the public sector purchasing power. The 

question is to unfurl and guide this potential. On the way of dealing 

with nowadays challenges, the SPP opportunities should not be 

overlooked. It should be considered as an important aspect when 

designing or redesigning policy instruments. It is necessary that the 

strategic approaches and practices should be systematically applied 

for optimal results achievement through the public procurement as a 

demand-side policy instrument. This can be facilitated through 

broad political and practical support.  
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