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Abstract: The issue of public procurement comes up from the very fact
that in this process budgetary and other public funds are spent. This is
rather a significat amount of public funds - on the global level, public
procurement reaches up to 12% of GDP and 29% of budget funds. A
series of rules and regulations have to be applied, aiming to regulate
public procurement procedures to make them transparent, efficient,
and strictly formal and normatively regulated. Therefore, public bodies
are expected to effectively implement public procurement by applying
the principle of ‘best value for money’ and with high standards of
ethical and moral behavior. Croatia, like all countries in the world,
faces a series of problems related to irregularity in public procurement,
especially corruption as a general social problem. By becoming a
member of the European Union, Croatia undertook to adapt its
legislation to the legislation of the European Union. The purpose of
this paper is to present the effects of improving public procurement
legislation in Croatia by analysing available statistical data.
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1. Introduction

All physical and legal persons have the need to
procure various goods, services, and works in
order to perform their functions and conduct
their activities (Greguri¢-Bajza and Cavlina, 2023).
However, there are significant differences regard-
ing the buyers. In the process of purchasing goods,
services, and works, physical persons as buyers
spend their own funds primarily to meet their
own needs. Unlike them, private legal persons as
buyers, when entering into relationships with the
seller, must adhere to certain formal procedures
- while using their own funds and satisfying their
own interests, they are obliged to comply with the
legal provisions that regulate the relationships of
stakeholdersin such a process. In contrast to phys-
ical and private legal persons, public legal persons
at the state, regional, and local levels as buyers
in the procurement process of goods, services,
and works most often use public funds and act in
the public interest. Through public procurement
procedures, the performance of almost all public
functions is ensured by procuring or purchas-
ing goods, services, or works necessary for the
operation of the state, local self-government, and
other public bodies, commercial companies with
state ownership, and other entities prescribed by
law. Public procurement is applied to contracts
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of higher value. Therefore, a series of rules and
regulations aim to regulate public procurement
procedures to make them transparent, efficient,
and strictly formal and normatively regulated. It
is essential that the procedures and rules are pub-
licly recognizable and that accessibility is ensured
for everyone under equal conditions without dis-
crimination, while simultaneously striving for the
broadest social oversight of the management and
disposal of public funds. Institutionalization and
legislative regulation of public procurement in the
Republic of Croatia are recent. It was regulated for
the first time by the adoption of the Regulation
on the procedure for the procurement of goods
and services and the assignment of works in 1995,
and in the following period, under the influence
of international organizations and the accession
to the European Union, public procurement was
legislatively regulated by the adoption of the Law
on Public Procurement in 2007 with application
from January 1 in 2008. Croatia, like all countries
in the world, faces a series of problems related to
irregularity in public procurement, especially cor-
ruption as a general social problem. By becoming
a member of the European Union, Croatia under-
took to adapt its legislation to the legislation of
the European Union. Therefore, the European
rules on public procurement have been imple-
mented in the Law on Public Procurement, and



the new directives passed at the level of the Euro-
pean Union will bring about changes in the system
of public procurement in the Republic of Croatia.
In addition, the improvements aim to remove the
shortcomings that have proven in practice as a
result of insufficient regulation and vagueness of
legal provisions. The legislator gave the contract-
ing authorities the option of choosing the crite-
ria for awarding the contract between the lowest
price and the most economically advantageous
offer, but the application of the lowest price cri-
terion is preferred. In the Law from 2011, which
entered into force on January 1, 2012, the prin-
ciples of the directives on public procurement
in the European Union from 2004, freedom of
movement of goods, freedom of business estab-
lishment and freedom to provide services, as well
as the principles arising from them, were imple-
mented. which are the principle of market com-
petition, the principle of efficiency, the principle
of equal treatment, the principle of non-discrim-
ination, the principle of mutual recognition, the
principle of proportionality and the principle of
transparency, which are also adopted in the Law
on Public Procurement from 2016.

According to the Public Procurement Act in the
Republic of Croatia (2016, Art. 1, para. 2), public
procurement is the procurement through public
procurement contracts for goods, works, or ser-
vices acquired by one or more buyers, from eco-
nomic entities selected by those buyers, regard-
less of whether the goods, works, or services are
intended for public purposes. Public procure-
ment is, therefore, a legally prescribed procedure
for spending public funds by public buyers. The
fundamental goal to be achieved through regu-
lated procedures is to ensure the justification of
expenditure and the rational use of public funds,
i.e., to prevent the use of public funds for arbi-
trary purposes.

This paper analyses the available recent scien-
tific-professional and normative literature, pro-
vides a framework for viewing the process and
significance of public procurement as well as its
relevant instruments. The data were collected
from the Electronic Public Procurement Bulletin
of the Republic of Croatia. The main goal of of this
paper is to review the effects of improving public
procurement legislation in Croatia by analysing
available statistical data. Having a well developed
public procurement system can imply numer-
ous benefits such as greater economic efficiency,
more developed private sector, decreased corrup-
tion, lower overspending of public funds, reduced
bureaucracy and formalities, shorter deadlines
and many others.
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2. Public procurement review

Public procurement is viewed as a mechanism that
ensures public purchasers efficiently and trans-
parently spend public funds (Stanici¢ 2017, p. 531).
The goal of public procurement is not only the
purchase of goods, services, or works but often
also the promotion of public policies in a range
of different areas (economy, society, politics,
innovation, sustainability, etc.). Therefore, public
procurement is viewed not only in the context of
market transactions but also as a potential means
of achieving desired political objectives (Harland,
Telgen & Callender 2013). The estimated scope of
public procurement, about 12% of GDP and 29%
of government expenditures (OECD 2022b), con-
firms its strategic role in socio-economic develop-
ment (Ambe 2019), and its potential to address
broader social issues is attractive to policymak-
ers (Grandia and Meehan 2017). In this context,
public procurement is seen as a tool for achiev-
ing political and social goals. At the European
Union level, it is intended as a market instrument
used to achieve smart, sustainable, and inclusive
growth while ensuring the most efficient use of
public funds (Directive 2014/24/EU 2014, p. 2).

Public procurement is one of the key areas of
financial interaction between the public and
private sectors, discussed in recent years as an
instrument for implementing economic policy
measures and goals. Therefore, its effectiveness
and the risks arising from the institutional char-
acter of public procurement become important
issues. Regulatory instruments seek to find solu-
tions to achieve transparency, create opportuni-
ties for business entities, and establish a public
procurement market based on equal competition
conditions. Two public procurement systems are
in use, a centralized and a decentralized public
procurement system, as well as a combination
of these two systems. In the case of a decen-
tralized public procurement system, contracting
authorities in government bodies covered by the
relevant legislation are responsible for carrying
out procurement activities (SIGMA 2000). The
decentralized approach to the public procure-
ment system is widely used in the world. Placing
the procurement function closer to the needs of
end users in a decentralized approach is cited as
an advantage of applying this approach compared
to a centralized one, which leads to greater eco-
nomic efficiency and a greater ability to promote
the development of the private sector, includ-
ing small and medium-sized enterprises. In addi-
tion, a decentralized public procurement system
reduces opportunities for corruption through pro-
tectionism or favoritism. It also reduces the room
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for mistakes, which in the context of a large pro-
curement can lead to unnecessary overspending
of public funds. Decentralized procurement also
allows for less bureaucracy due to shorter dead-
lines and less formalities for buyers and suppliers.
The costs of purchasing goods produced in the
local community are lower, which enables cus-
tomers to purchase goods at lower prices.

In contrast to the decentralized system of public
procurement, in the centralized system one state
organization performs the function of procure-
ment on behalf of all public bodies for the purpose
of meeting common needs. SIGMA (2000) cites
the achievement of significantly lower prices for
goods and services and better services at a lower
price as key arguments in support of the applica-
tion of centralized procurement. In addition, cen-
tralized procurement increases the purchasing
power of the centralized agency. Furthermore,
the application of technical and environmental
standards in public procurement is facilitated, and
more attention is paid to contract management
and better problem solving, for example, defec-
tive items, services at a lower level than specifica-
tion, maintenance after purchase, etc. Centralized
public procurement requires fewer employees in
public procurement and accordingly less costs for
employee training and easier human resources
management. Since the documentation on public
procurement is centralized, it is easier to monitor
and control procedures and processes in public
procurement, that is, greater control of public
procurement is possible. Several mechanisms are
in use to organize procurement processes based
on a centralized approach: national procurement
organizations, regional and local procurement
organizations, joint ventures and partnerships,
cross-border procurement agreements, special-
ized agencies focused on one or more areas of
supply or services and framework contracts.
States can use these mechanisms, combining
them with an overall approach based on decen-
tralization. One such mechanism implemented in
the Republic of Croatia based on the Law on Public
Procurement from 2016 is partnership for innova-
tion which is combined together with a decentral-
ized approach to public procurement.

3. Characteristics and goals of public
procurement

The inclusion of social and ecological (green) cri-
teria in public procurement procedures signifi-
cantly expands the objectives to be achieved by
public procurement, leaving the framework of the
primary objectives of public procurement, which

include the efficient disposal of public funds,
achieving the best price-quality ratio, i.e. obtain-
ing the best possible product, service or works at
the lowest possible price and protection of market
competition (Siki¢ and Turudi¢, 2017, p. 420). At the
same time, the state moves away from economic
goals and reaches for goals that bring exceptional
positive effects to society. These goals are seen as
secondary goals. Social goals mean goals such as
encouraging socially responsible public procure-
ment by purchasing ethical products and services
and using public tenders to create opportunities
for employment, dignified work, social and pro-
fessional inclusion, and better conditions for the
disabled and people in a disadvantaged position.
Ecological (green) goals imply encouraging the
development of awareness of environmental pro-
tection and environmentally conscious business,
that is, the application of business processes with
minimal negative effects on the environment.
Green procurement is understood as a tool for
sustainable development and includes the inte-
gration of ecological criteria into the public pro-
curement process. By determining such criteria,
public bodies encourage the spread of ecological
technology and the development of environmen-
tally friendly products.

The concept of sustainable public procurement
emerges when considering the social and envi-
ronmental criteria within public procurement
processes. It is defined as the process by which
organizations meet their needs for goods, services
or works and utilities in a way that achieves ‘value
for money’ throughout the life cycle in terms of
generating benefits not only for the organization
(the public contracting authority) but also for
society and the economy, while minimizing and, if
possible, avoiding adverse effects on the environ-
ment (UNEP 2021, p. 15). The term green public
procurement is also represented in the literature
(Palmujok, Alhola & Ekroos 2010; Neto & Caldas
2018), but it can be said that the term sustainable
public procurement more explicitly includes social
and economic consideration of sustainable devel-
opment. The European Commission (European
Commission 2008, point 3.1.) defines green pro-
curement as a process in which public authorities
seek to procure goods, services and works with a
reduced impact on the environment during their
life cycle compared to goods, services and works
with the same primary function which would oth-
erwise have been acquired. From the above defi-
nitions, the application of the concept of ‘value
for money’ can be seen.

While in the traditional concept the emphasis was
placed on the relationship of quality and consid-



eration of costs at the point of purchase, in recent
years its meaning has been significantly expanded
to cover the costs of use, maintenance and dis-
posal, i.e. the total cost of ownership, given that
practice has shown that in many cases the initial
capital expenditure represents only a small part
of the total cost of ownership. Therefore, the con-
cept of ‘value for money’ in public procurement
should, whenever possible, take into account the
social and environmental implications for soci-
ety and the environment as a whole. Sustainable
public procurement promotes the incorporation
of circularity into economies, which encourages
and accelerates the transition to a circular econ-
omy. This leads to the notion of circular public
procurement as the next phase of the concept of
green procurement. According to the European
Commission (2017, p. 5), circular public procure-
ment is an approach to green procurement that
recognizes the role of public bodies in their sup-
port for the transition from a traditional to a cir-
cular economy. Circular public procurement can
be viewed as a process in which public bodies
pay special attention to the purchase of goods,
services and works that strives to contribute
to closed energy and material loops within the
supply chain, while minimizing and, in the best
case, avoiding the negative impact on the envi-
ronment and the generation of waste throughout
the entire life cycle.

Obviously, effective public procurement is
undoubtedly important for solving many chal-
lenges that modern countries face, such as growth
and the creation of new jobs, fiscal discipline and
sustainability of public finances, modernization
of public administration, anti-corruption policy,
access to SMEs companies to the market, citi-
zens’ trust in public bodies and democracy, inno-
vation and ecologically and socially sustainable
growth (European Commission 2018, p. 1). For
this reason, the constant improvement of public
procurement is sought. Improvements in the field
of public procurement contribute to the achieve-
ment of the goals of public bodies aimed at build-
ing a fairer society in which everyone has equal
opportunities, sustainable economic growth and
greater participation of small and medium-sized
entrepreneurs in the market. Key elements of
modern public procurement are identified (Euro-
pean Commission 2018, p. 3):

e the best price-quality ratio: economical, effi-
cient and effective procurement of required
goods, works and services,

e transparency: timely publication of clear and
easily accessible information on public procure-
ment procedures,
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e fairness: the characteristics of the public pro-
curement procedure should be impartiality and
equal treatment of all bidders,

e good management: public procurement should
not be considered an administrative proce-
dure, but an opportunity to achieve various
social goals through smart spending and thus
achieve greater trust in the state, green, social
and innovation policies.

By establishing the aforementioned elements, a
public procurement system that can respond to
the various challenges of modern society is built.
Through an overview of the conceptual definition
and features of public procurement, it can be con-
cluded that it is a very complex system that is sub-
ject to the influence of various factors and that
requires constant monitoring and analysis and the
application of innovative solutions that will bring
improvements and result in increased efficiency.

3.1 Principles of public procurement in
Croatia

The public procurement market constitutes a sig-
nificant part of the Croatian economy, accounting
for around 16% of GDP. Public procurement was
first regulated in 1995 with the adoption of the
Regulation on the Procedure for Procurement of
Goods and Services and the Award of Works. In
the following years, various external factors, such
as membership in the World Trade Organization
and the European Union, influenced the devel-
opment of the public procurement system in the
Republic of Croatia. The Public Procurement Act
of 2012 incorporated the legal acquis of the Euro-
pean Union, creating a system based on the prin-
ciples of the 2004 EU directives. These principles
include the free movement of goods, freedom of
establishment, and freedom to provide services,
as well as principles derived from them, such as
the principle of competition, the principle of effi-
ciency, the principle of equal treatment, the princi-
ple of non-discrimination, the principle of mutual
recognition, the principle of proportionality, and
the principle of transparency (Public Procurement
Act 2011, Art. 6). Changes in EU public procure-
ment directives and weaknesses in the public
procurement system itself led to further improve-
ments and the adoption of a new Public Procure-
ment Act in 2016, effective from January 1, 2017.
The goals pursued by the Directive, adopted in
the Republic of Croatia, are (Sprajc 2017, p. 4):
simplifying public procurement procedures while
increasing their efficiency, facilitating the par-
ticipation of small and medium-sized enterprises
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in public procurement procedures, anti-corrup-
tion measures, and strengthening the integrity
of public administration as a key actor in public
procurement procedures. The biggest change
occurred in the application of the “most economi-
cally advantageous tender” criterion as the only
criterion for evaluating tenders. The public pro-
curement system in the Republic of Croatia has
characteristics of a highly decentralized system.
In 2021, a total of 1.480 purchasers participated
in public procurement in the Republic of Croatia,
with public purchasers making up 89,18% of the
participants (MIGOR). Although the decentralized
public procurement system is attributed to the
democratization of society, the limitation of politi-
cal power, and the increase in public procurement
efficiency since placing the procurement function
closer to the end user should result in economic
efficiency, it is difficult to monitor the procure-
ment process implementation in such a system,
which can be conducive to various irregularities in
public procurement. The Public Procurement Act
of 2016 introduced a new institution, the innova-
tion partnership, which is used in the centralized
public procurement system and combined with a
decentralized approach to public procurement.
This institution allows for more flexible procure-
ment of goods, services, and works, thus encour-
aging innovation.

According to Sprajc (2017), the legislator, by
removing the relatively high-value threshold, has
given small and medium-sized enterprises the pos-
sibility of broader access to public procurement
procedures with more accessible information
about potential procedures and procurements.
The application of e-procurement certainly bene-
fits small and medium-sized enterprises, allowing
them easier access to public procurement beyond
the country of their headquarters. The European
Single Procurement Document and e-Certis can
also be categorized as measures that facilitate
small and medium-sized enterprises’ access to
public procurement. The legislator’s (both Euro-
pean and Croatian) intention is, furthermore, to
improve anti-corruption measures. Accordingly, a
normative definition of conflict of interestin public
procurement (Public Procurement Act 2016, Art.
76, para. 1 and 2) has been introduced, giving the
public purchaser the possibility to exclude an eco-
nomic entity from public procurement in case of
conflict of interest. Anti-corruption measures also
relate to the application of the economically most
advantageous tender criterion as the only crite-
rion in the selection of tenders.

The principle of free movement of goods, free-
dom of business establishment and freedom to

provide services represent the basis of the appli-
cation of principles specifically related to public
procurement, so they need to be explained in
advance.

The freedom of movement of goods is one of the
fundamental freedoms incorporated in the Treaty
on the European Union and the fundamental pil-
lars of the single market, which is achieved by
abolishing customs duties, customs duties of a tax
nature and quantitative restrictions and by pro-
hibiting the adoption of measures with equiva-
lent effect (Mintas-Hodak 2004, p. 112). The free
movement of goods also applies to goods from
third countries that are in free circulation in the
member states of the European Union. With the
creation of the internal market, all obstacles that
could limit the movement of goods have been
removed.

The freedom to do business was initially regu-
lated by the Treaty on the Establishment of the
European Economic Community from 1957, and
together with the freedom of movement of work-
ers, it constituted the freedom of movement of
people (Marzocchi, 2022). In 2023, the freedom of
business establishment and the freedom to pro-
vide services guarantee the mobility of business
entities and experts within the European Union.
These freedoms have not been fully realized and
there are still obstacles that prevent their full
realization and thus the completion of the internal
market of the European Union (Ratcliff, Martinello
& Litos, 2022). According to the right to establish a
business, citizens of the European Union have the
right to start and carry out independent activi-
ties and the right to establish a company under
the same conditions as citizens of the relevant
member state of the European Union according to
its regulations. The freedom to provide services
allows all persons who provide services to tem-
porarily perform their activity in another member
state where the service is provided (Directive
2006/123/EC 2006). In doing so, the same regula-
tions apply to the performance of their activities
as for citizens of the member state in which the
service is provided.

In order to ensure the practical effect of the afore-
mentioned principles and the openness of public
procurement to competition, the primary legis-
lation of the European Union is supplemented
by the Public Procurement Directive (Directive
2014/24/EU 2014), and at the national level by the
codification of public procurement. In the Repub-
lic of Croatia, the Public Procurement Act (2016)
implemented the aforementioned principles. The
principle of market competition and the princi-



ple of transparency will be explained in following
paragraphs.

Application of the principles of market competi-
tion is, according to Turudi¢ (2017), one of the pri-
mary goals of public procurement. Market com-
petition refers to the continuous and systematic
announcement of public procurement tenders,
the participation of a large number of bidders,
the evaluation of public procurement offers using
criteria that result in the selection of the offer
with the best value for money (Greguri¢-Bajz and
Cavlina 2023). But compared to the private sector,
competition in the public sector has several spe-
cificities that do not support economic models,
such as perfect information and a low level
of barriers to entry (and exit) of suppliers. For
example, the telecommunications sector and the
information and communication sector include a
concentration of consumption with a very small
number of participants. Continuous and system-
atic publication of public procurement tenders
whose value exceeds the threshold set by public
procurement regulations creates prerequisites
for increasing market competition and achieving
a better price-quality ratio with the funds spent
(European Commission 2018). At the level of the
European Union, the Tenders Electronic Daily
(abbreviated TED) platform of the public procure-
ment electronic bulletin board is used for this pur-
pose, and in the Republic of Croatia, the Electronic
Public Procurement Bulletin of the Republic of
Croatia. The size of public procurement highlights
the importance of competition in public procure-
ment and non-discriminatory market competi-
tion. Public contracting authorities, as well as pri-
vate ones, often rely on the public procurement
procedure, in which it is possible to choose from
several bidders the bidder with the lowest price
or, in general, the best possible ‘value for money’.
Low prices and/or a better product are desirable
for the customer because they result in savings
or the release of resources for the use of other
goods and/or services. However, in order for this
to be achievable, the existence of competition is
necessary. Competition in public procurement is
possible with a larger number of bidders in the
public procurement procedure. With the aim of
ensuring market competition, the Law on Public
Procurement in the Republic of Croatia (2016,
Article 329, Paragraphs 4 and 5) stipulates, among
other things, that the number of participants in
project tenders for public procurement should be
sufficient to ensure true market competition, and
in order to prevent discrimination, the legislator
determined that in the case of a limited number
of participants, the public contracting authority
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has the obligation to apply non-discriminatory cri-
teria. However, the number of bidders alone is not
sufficient for the establishment of market compe-
tition, but true competition of participants in the
public procurement process is necessary. Corrup-
tion and collusion distort the public procurement
process and lead to unwanted consequences for
society as a whole.

The concept of transparency implies the con-
scious publication of all imaginable informa-
tion by the one who possesses the information,
whether it is a civil servant, a business or a state
entity, or even a private individual, to those to
whom it is important (Osei-Afoakwa, 2014, p.
140). But governments often face the dilemma
of whether transparency includes full disclosure
of all information to all people at all times from
all organizations. In the literature, however, the
availability of information is placed within certain
limits (Wakefield & Walton, 2010). Transparency
is seen as a one-way activity of public bodies that
provide information, communicate with citizens
and make available the requested information.
In a general form, Musa (2013) defines transpar-
ency as the availability of public information to
the public, which, depending on the type, can be
provided to citizens or other entities. However,
transparency is not only achieved by the avail-
ability of information, but it must be relevant,
accurate, timely, predictable and understand-
able (Osei-Afoakwa, 2014, p. 140). Where there is
transparency, information is disclosed in an easily
accessible manner, is truthful, appropriate, useful
and balanced to enable interested parties to form
an informed opinion about a particular object of
their interest. Rawlins (2008, p. 6) by transpar-
ency means “openness”, that is, honest and easily
accessible information coming from business and
public entities. Emphasis is placed on the avail-
ability of information and its truthfulness. Non-
transparency exists where employees of public
bodies are prohibited from releasing information
through an official code of secrecy or where they
deliberately operate in a covert manner. Between
transparency and non-transparency as extremes
is a continuum of degrees of transparency called
translucency (Wakefield & Walton, 2010). Trans-
lucency represents a situation where full disclo-
sure of information is not considered appropriate
so information can be released to the extent that
it informs, directs and engages key stakeholders
(Osei-Afoakwa 2014). Ochrana and Pavel (2013)
see transparency as one of the factors influenc-
ing the efficiency of public procurement. Financial
interests in public procurement, the volume of
transactions and the close interaction between
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the private and public sectors create multiple
opportunities for private profit and waste of
public money at the expense of taxpayers. There-
fore, transparency is seen as a key activity related
to the level of risk of fraud and corruption.

4. Quantitative indicators of public
procurement development in Croatia

By monitoring statistical data, we are investigat-
ing the effects of improving public procurement
legislation and the development of the public
procurement market in the Republic of Croatia. In
2021, the total value of public procurement was
57,2 billion HRK (without value added tax, abbre-
viated VAT), which is a decrease of 2,8% compared
to 2020 (figure 1).

The dynamics of the movement of the total value
of public procurement in the Republic of Croatia
in the period from 2007 to 2021 (figure 1) indi-
cates the realization of different client needs in
certain years through public procurement. The
realized value of public procurement in 2007 was
44,9 billion. HRK (excluding VAT) is attributed to
the amendments to the Public Procurement Act
in October 2007 with application from January 1,
2008, which encouraged a greater number of cli-
ents to start public procurement procedures for
the following period in accordance with the provi-
sions of the current law, in order to have as much
time as possible to adapt to the new legislation
in the field of public procurement (Administra-
tion for the Public Procurement System 2008, p.
3). However, the realized value of public procure-
ment can also be attributed to the development
of the public procurement system in the past
period, the increase in the awareness of the con-
tracting authority about the correct recording and
submission of reports on public procurement as a
result of changes in the communication between
the authorities responsible for the public procure-
ment system and the contracting authority.

The reasons that led to an increase in the total
value of public procurement in 2007 were also
the reason for a decrease in the total value of pro-
curement in 2008. The total value of the procure-
ment was 35,8 billion HRK, which is a decrease of
20,4% compared to 2007. It is necessary to point
out that the data in 2007 and 2008 should be
taken with caution, given that until 2008 there
was no automatic record of public procurement,
and the record of public procurement depended
on the sending of annual reports by the contract-
ing authority in an online application on the web-
site of the Administration for the System of Public

70.000

60.000
50.000
000 HRK
40.000
30.000

20.000

10.000

Source: created by authors based on data from the
Statistical Report on Public Procurement 2008 - 2022

Figure 1. Total value of public procurement in the
Republic of Croatia, 2007 - 2021

Procurement acquisitions. In addition, 2008 was
the first year of application of the Electronic
Public Procurement Notice (abbr. EOJN), and the
contracting authorities had a short period to
adjust to the new publication system, which led
to irregularities in the technical part of contract
publication. The economic crisis in the USA, which
reached global proportions at the end of 2008,
also affected the Croatian economy. Unfavora-
ble economic trends, characterized by recession,
were recorded until 2015, when GDP growth of
2,5% was recorded (Croatian Chamber of Com-
merce 2022, p. 1). The lowest value of public pro-
curement was achieved in 2010 and amounted
to 24,8 billion HRK, which compared to 2009
is a decrease of as much as 38,9%. Despite the
recession, the total value of public procurement
recorded growth in the following years. Namely,
in 2013 the Government raised the threshold of
the estimated value of the procurement of goods,
services and works for which the rules on public
procurement were applied from HRK 70.000 to
HRK 200.000 for works and services and HRK
500.000 for works, in order to speed up the
implementation of the public procurement proce-
dure. In 2014, the total value of public procure-
ment from 2007 was almost reached, amounting
to 42,2 billion HRK, so that in the following year a
decline was again recorded (by 3,7%). The appli-
cation of the new Law on Public Procurement
from January 1, 2017 had a similar effect on the
realized total value of public procurement as in
2007 and 2008. After a larger number of clients
started public procurement procedures at the
end of 2016, in 2017 there was a decrease in the
total value of public procurement. In the following
years, the total value of public procurement will
increase, reaching 58,9 billion HRK in 2020, which
is also the highest ever recorded total value of
public procurement. The drop in the total value of
public procurement in 2021 by around 10% com-



pared to 2020 can be attributed to the COVID-19
crisis.

With regard to the estimated value of the pro-
curement, public procurement can be divided into
simple (“trivial”) public procurement, which is not
subject to the provisions of the Law on Public Pro-
curement, and public procurement whose con-
tracts are published in the Official Gazette, which
is divided into public procurement of low value
and procurement of great value. The threshold
for applying the Law on Public Procurement has
undergone changes during the period since the
establishment of the public procurement system.
The threshold of the estimated value of procure-
ment, for which the Law on Public Procurement
from 2011 did not apply, was HRK 70.000,00
excluding VAT. According to the Law on Public
Procurement from 2016, for public procurement
of low value, the estimated value is below the
European thresholds, and above the so-called the
value of a simple procurement (estimated value
HRK 200.000,00 for goods and services and HRK
500.000,00 for works without VAT) for which the
Law on Public Procurement does not apply. A
high-value purchase is a purchase where the esti-
mated value is equal to or greater than the value
of the European thresholds defined by Directive
2014/24/EU. The thresholds of the European
Union (abbreviated as EU) are not the same for
all clients or for all items of procurement (goods,
services or works).

The total value of public procurement is domi-
nated by contracts published in the EOJN and
framework agreements. They participated with
more than 90% in 2012, but during the period
until 2021, their share decreased to 81,5%. The
lowest level of participation was reached in 2015
and 2017 with 76,7% (figure 2).

When analyzing the structure of public procure-
ment with regard to the value of contracts, it is
necessary to keep in mind that during the period
from 2007 to 2021 there were changes in the
thresholds of the estimated value of offers, so
contracts of the same value in certain years were
not classified in the same category of simple or
“trivial” procurement, which also affected the
change in the structure of public procurement
with regard to the estimated value of the pro-
curement. Statistical data show an increase in the
total value of simple (“trivial”) purchases without
VAT in the period from 2012 to 2021 (figure 3).

The total value of simple procurement (figure 3)
realized in 2007 was 4,27 billion HRK, and in the
following year a significant decrease to the value
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Figure 2. Structure of the value of public procurement
according to the value of public procurement contracts
in the Republic of Croatia, 2007 - 2021
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Figure 3. Total value of simple procurement in the
Republic of Croatia, 2007 - 2021

of 2,97 billion can be seen (30,4%). The period
until 2020 was marked by growth and decline in
the annual value of simple procurement, but with
a recorded overall growth. In 2021, the total value
of simple procurement is 10,1% lower than in
2020. Volatility of the total value of a simple pur-
chase can be attributed to changes in the thresh-
olds of the estimated value of the purchase, up
to which the purchase is considered a simple pur-
chase, that is, a purchase that is not subject to the
provisions of the Law on Public Procurement.

In the structure of published contracts on public
procurement, contracts on public procurement of
goods prevail, which take part in the range from
51,83% in 2013 to 66,0% in 2021 (figure 4). The
share of public works contracts concluded in the
period from 2012 to 2021 decreased from 20,3%
to 13,0%, while the share of services decreased
from 27,48% to 21,0%.

The structure of the value of concluded public
procurement contracts does not follow the struc-
ture of the number of contracts. In the total value
of contracts, the dominant place in 2021 is occu-
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pied by contacted works worth a total of 24,6 bil-
lion HRK (figure 5).

The total value of concluded contracts for the
procurement of goods increased slightly in the
period from 2012 to 2021, by 3,4%, and services
decreased by 5,2%. At the same time, the total
value of completed public works more than dou-
bled, from 11,3 billion. HRK 24,6 billion HRK. The
increase in the total value of completed public
works can be attributed to the increase in the
prices of works in the past period, especially in
construction as the leading activity in the execu-
tion of public works.

Analyzing the structure of the concluded con-
tracts according to the subject of procurement,
it is possible to observe the replacement of the
value positions of the contract for goods and
works (figure 5). The total value of contracts for
the procurement of goods in 2012 was 14,3 bil-
lion HRK, which is 42,93% of the total value of
concluded contracts, while in 2021 it participated
with 31,6%. In 2012, the total value of public
works contracts accounted for 34,06% of the
total value of concluded contracts in public pro-
curement, but the faster growth of the value of
public works contracts compared to contracts for
the procurement of goods leads to the leading
position of public works contracts, which in 2021,
they account for 52,7% of the total value of con-
cluded contracts. The total value of public service
contracts accounted for 23,01% in 2012, and this
share was reduced to 15,6% of the total value of
public procurement contracts in the Republic of
Croatia in 2021.

As pointed out earlier in this paper, Croatia applies
a decentralized public procurement system, in
which public and sectoral contracting authorities
participate. The dynamics of their number and
structure shows that in 2021 there were 1.480
entities that published public procurement con-
tracts in the Public Procurement Agency, which is
a decrease compared to 2012 by 18%. There were
the fewest entities in 2017, which can be attrib-
uted to changes in the legislative regulation of
public procurement entities. In 2018, 1.323 enti-
ties announced public procurement contracts in
the Public Procurement Office, which is a 36,3%
increase compared to 2017. The growth in the
number of entities continued in 2019, but at a
lower rate of 14,6%. After an interannual decrease
of 6,3% in 2020, in 2021 there is again an increase
inthe participation of public and sectoral contract-
ing authorities in public procurement, by 4,2%. In
the structure of public procurement entities, the
dominant place is occupied by the public con-
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Figure 4. The structure of concluded contracts on
public procurement according to the subject of public
procurement in the Republic of Croatia, 2012 — 2021
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Figure 5. Total value of concluded public procurement
contracts according to the subject of public procurement
in the Republic of Croatia, 2012 - 2021
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Figure 6. Structure of concluded public procurement
contracts by procurement subject in the Republic of
Croatia, 2012 - 2021

tracting authority, with 91,0% in 2012, or 89,1%
in 2021 (figure 7). More than half of all contracts
are published by public law bodies (58,5% in 2012,



i.e. 53,5% in 2021), followed by local and regional
public administration and self-government units
(24,2% in 2012, or 33,4% in 2021). Obviously,
among sectoral contracting authorities, the larg-
est number of published contracts belongs to
contracting authorities in the water supply sector,
96 in 2021, which accounts for about 6,5% of the
total number of published contracts. They are fol-
lowed by clients in the production, transmission
and distribution of gas and thermal energy, but
their share is only 0,9%.

By comparing the number of subjects and pub-
lished contracts on public procurement in the
Public Procurement Office in the Republic of Cro-
atia, information is obtained about the average
number of published contracts in the Public Pro-
curement Office per client. In 2018, an average of
18,4 contracts per subject were announced, with
an average contract value of 31,5 billion HRK per
subject (figure 8).
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Figure 7. Structure of entities that published contracts
in the Electronic Public Procurement Bulletin in the
Republic of Croatia, 2012 - 2021
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5. Conclusion

The public procurement market makes up a signif-
icant part of the Croatian economy, which can be
clearly seen from the share of public procurement
expenditure in GDP. Financial resources of tax-
payers that are spent on various common needs,
such as roads, hospitals, schools, etc. through
public procurement expenditures, accounted for
16.6% of GDP in Croatia in 2020. This share is even
higher if state-owned companies such as utility
companies that provide services like water and
electricity supply, are also taken into account.
This puts Croatia in the group of leading coun-
tries in terms of the share of public procurement
expenditure in GDP in the European Union. Only
four EU-27 member states (Netherlands, Estonia,
Finland and Sweden) have a higher share of public
procurement expenditure in GDP than Croatia.
Modern public procurement systems are focused
on finding solutions that lead to improvements
in its implementation procedures, transparency
of the system, creation of opportunities for busi-
ness entities and the establishment of a public
procurement market that provides equal condi-
tions for all. Governments and legislative bodies
are tasked with using the available instruments
to improve the public procurement system and
make the most of the resources they are given
to manage. Public procurement instruments are
constantly being improved in order to respond to
the challenges of the environment and ever-pre-
sent changes. By improving the public procure-
ment system, increasing transparency, encourag-
ing market competition, applying criteria for the
most economically advantageous offer, green
public procurement, etc., the financial values of
procurement and the rational management of
public funds are significantly affected. Optimal
selection of public procurement instruments is
a reflection of the specific goals of each state.
Reforms aimed at improving the public procure-
ment process reduce the possibility of corrup-
tion and encourage fair, transparent and efficient
practices that implement the concept of ‘value for
money’ in public spending. In the Law on Public
Procurement from 2016, only one contract award
criterion was applied, namely the most economi-
cally advantageous offer. Given that the applica-
tion of this instrument refers to a larger number
of criteria that are used in addition to the price
or lifetime costs of the public procurement item,
the legislator has made it possible to select a
better offer based on the principle of ‘value for
money’. At the same time, this works towards
increasing the efficiency of public procurement
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and transparency, which results in a lower price
for a higher procurement value. A decentralized
public procurement system is applied in which
the innovation partnership mechanism is incorpo-
rated as an element used in the organization of
the procurement process based on a centralized
approach. The analysis of the state of the public
procurement system, based on statistical data on
its development, the number and value of con-
tracts indicated improving the effects of public
procurement through an increase in the number
and value of concluded contracts, a greater appli-
cation of the open public procurement procedure
and an increase in the participation of small and
medium-sized enterprises. In the future period,
it is certainly necessary to further improve the
public procurement system while taking meas-
ures to harmonize it with the legal acquis and
best practices in the European Union, taking into
account the specificities of its own political, eco-
nomic and social environment. In particular, it is
necessary to direct additional efforts towards the
further improvement of the institutional structure
of the implementation of public procurement.

Quantitative indicators of public procurement
presented in this paper can be linked to changes in
public procurement legislation in the Republic of
Croatia and harmonization with the legal acquis of
the European Union, which aim to improve public
procurement. The growth in the value of public
procurement contracts indicates positive trends
in public procurement in the Republic of Croatia.
An analysis of statistical data on public procure-
ment in the Republic of Croatia has shown an
increase in the total value of public procurement
from 2007 to 2021, from 44,9 billion HRK to 57,2
billion HRK (excluding value-added tax, VAT). The
total value of public procurement in the Republic
of Croatia is dominated by contracts published in
the Electronic Public Procurement Gazette (EQJN)
and framework agreements, with a share of 90%
in 2012, decreasing to 81,5% in 2021. The total
value of simple procurement realized in 2007
amounted to 4,27 billion HRK, and in 2021 to
10,5 billion HRK. Spikes in the change of the total
value of simple procurement can be attributed
to changes in the estimated procurement value
thresholds up to which procurement is consid-
ered simple procurement, i.e., procurement.

The analysis of the number and the value of con-
tracts, comparing the results achieved in public
procurement by applying the criteria of the
lowest price and the most economically advan-
tageous offer, and looking at changes in relation
to legal provisions in public procurement proce-
dures, indicated improving the effects of public
procurement through an increase in the number
and value of concluded contracts and a greater
application of the open public procurement pro-
cedure.

Given that public procurement expenditures con-
stitute a significant portion of budgetary funds in
many countries around the world, public institu-
tions are expected to conduct public procurement
efficiently by applying the principle of ‘best value
for money’ and maintaining high standards of
ethical and moral behavior to ensure a high level
of quality in meeting public needs and protecting
the public interest. It is an indisputable fact that
ensuring the unhindered development of market
competition in the public procurement procedure
is in the public interest. Therefore, it is of utmost
importance to protect the integrity of the public
procurement procedure and to ensure that the
maximum benefit for society is achieved. A trans-
parent public procurement system should provide
potential participants in the public procurement
process with all the necessary information neces-
sary for their participation in public procurement.
Transparency is associated with public trust in
public procurement. It provides insight into how
taxpayers’ money is spent and enables independ-
ent verification of the work of public services. For
this reason, it is necessary to ensure the visibility
of the flow of public funds, from the beginning of
the budget process through the entire cycle of
public procurement. It is also necessary to point
out that laws by themselves are not sufficient to
achieve a certain level of transparency and reduce
possible risks arising from the lack of transpar-
ency in public procurement. Developing aware-
ness of the transparency of all stakeholders is an
important factor in building a transparent public
procurement system.
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