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SOCIALLY RESPONSIBLE AWARD
OF THE PROCUREMENT CONTRACTS

Assoc. Prof. Dr Hristina Blagoycheva

Among EU countries the issue of social responsibility in public procurement
selection processes has been steadily gaining in importance. Recent years’ economic
and financial hardships are still affecting the normal operations of the European
community. Many of the member-states are increasingly concerned over the inadequacy
of traditional mechanisms for fostering social justice and inclusion. Therefore, socially
responsible public procurement may serve as an example in simultaneously fulfilling
economic and social criteria. The EU spends around 3 trillion euros annually on public
procurement, which represents about 17% of its GDP1. This offers great potential for
supporting businesses’ corporate social responsibility, as through sensible purchase
decisions governments not only facilitate fair trade, but can also demand wider
applications for social standards, thus facilitating consumption, employment and social
inclusion. The influence of socially responsible public procurement can be especially
great in sectors such as construction, business services, information technologies, etc.,
where government bodies are major consumers. Moreover, by encouraging socially
responsible award of public procurement contracts, the state can influence the market
through example and motivate private companies to also develop socially responsible
management systems.

Therefore, the purpose of the following paper is to investigate the opportunities
for inclusion of social criteria within procurement procedures, as well as the benefits
of such inclusion.

1. The public sector as a conduit for corporate social responsibility

The relative stability of public finances enables governments to undertake policies
in the spirit of the European social model – for example, around social inclusion and
financing of key public services such as health and education. But since 2008 we have
been witnessing a global reduction in economic development rates, a long-term
destabilizing of financial markets and increased competition for scarce resources.
Globalisation and rapid technological advances also play their part – special skills are
increasingly popular among employers and the gap between qualified and unqualified
labour is widening. EU members implement various measures to correct the fiscal
disequilibriums, to reinstate trust in financial markets and the abilities of national
governments to introduce responsible and sustainable fiscal and social policies.

1 Knopf, J., Kahlenborn, W., Hajduk, Th., Weiss, D., Feil, M., Fiedler, R, Klein, J. Corporate Social
Responsibility. National Public Policies in the European Union, European Commission, Directorate-
General for Employment, Social Affairs and Inclusion, 2010, p. 64.
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Meanwhile, the continued effects of the crisis put pressure on governments to undertake
austerity reforms. Thus, on the one hand, savings need to be made, and on the other,
it is necessary to respond to demographic tendencies, unemployment, poverty and
social alienation.

To counteract these growing problems, the European Commission Renewed
Social Agenda2 introduces the principles of opportunity, access and solidarity. It
recognizes the need for constructive ideas to overcome negative realities of
contemporary society, which threaten humanity through different catastrophies –
environmental, economic and social. The concept of sustainable development is at the
heart of the strategy3. It is a social development philosophy, based on integrating the
economic, environmental and social criteria in decision making with regards to securing
the life and work of future generations. The theory of development embodies new
values and new regulatory principles for economic, social and environmental processes.

Governments may succeed in pursuing sustainable development, if businesses
employ the Corporate Social Responsibility (CSR) principles. CSR ‘encourage
companies to assume more responsibilities as most welfare states in Europe are
increasingly facing limits to their capacities of tackling social issues in the way they
traditionally did’4. One could say there are three reasons for governments to encourage
CSR: ‘: it can substitute for government effort; it can complement government effort;
and it can legitimise government policies.’5 Therefore, European governments need to
be innovative in their policies and to generate an enabling environment for corporate
social responsibility.

CSR is a concept through which companies voluntarily implement social and
environmental activities in their business operations6. In the CSR area, companies,
together with their owners and managers can help integrate their own goals and the
public economic and social goals. What is important is the agreement that a good
environment, quality employment, common economic growth and motivated workers
are a guarantee not only of a company’s reputation, but also of its future success.

Through public procurement, responsible companies can be further rewarded
for recognizing the social aspects of manufacturing and offering their products and
services. Procurement is a major factor in successful public funds management and a
2 СОМ (2008) 412 final, Renewed social agenda: Opportunities, access and solidarity in 21st century

Europe, European Commission, Brussels, 2008.
3 The sustainable development concept is by no means new to European citizens. It has been in

circulation since 1987’s Our Common Future report by the UN Environment and Development
Commission. In it, the goal of sustainable development is defined as ‘meeting the needs of the present
without compromising future generations’ ability to meet their needs.’ See: Our Common Future,
United Nations World Commission on Environment and Development, Oxford University press,
1987, p. 43.

4 Matten, D., Moon, J. “Implicit” and “Explicit” CSR: A Conceptual Framework for Understanding
CSR in Europe, ICCSR Research Paper Series, No. 29, 2004, p. 24.

5 Moon, J. Government as a Driver of Corporate Social Responsibility, ICCSR Research Paper Series,
No. 20, 2004, p. 2.

6 СОМ (2001) 366 final, GREEN PAPER. Promoting a European Framework for Corporate Social
Responsibility, European Commission, Brussels, 2001, p. 6.
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code of professional and ethical standards to encompass all public procurement is a
strategic point in the new social reality. Unsurprisingly, it has been claimed that ‘public
procurement is an incredibly adaptable instrument, which has often been used to meet
regulatory needs, when other regulatory methods are unsuitable, unavailable or
ineffective’7. In practice, public procurement can be seen as an instrument in all
‘obligatory’, ‘supporting’, ‘partnering’ and ‘approving’ government roles.8

As far as CSR is increasingly being associated with sustainable development, a
similar process has been observed with public procurement, which has the substantial
potential to support CSR in businesses. Based on this, we could differentiate between
three concepts that go beyond the purely economic – sustainable, green and socially
responsible procurement. Through sustainable public procurement states are aiming
to balance the three pillars of sustainable development – economic, social and
environmental. Through green public procurement, government structures take account
of the environment, when signing contracts for goods, services and employment. And
socially responsible transactions relate to processes that encourage employment
opportunities, adequate working conditions, social inclusion, SME support etc.

One of the biggest challenges we face on our way towards sustainable
development is the requirement for innovative approaches and thinking modes.
Therefore, the major issue becomes how to integrate economic, social and environmental
criteria within the award process, while at the same time ensuring government decisions
are impartial and transparent. The role of the counterparties needs to be viewed from
a balanced perspective, so that the current challenges contracted businesses face as
employers for example, or the exchange of duties between government and non-
government stakeholders, as well as how all this reflects on income inequality and
social security are all taken into account.

2. Socially responsible procurement award and the European social model

The European social model is a vision for society, which combines the
requirements for equal opportunities, high quality of life, social inclusion and a healthy
environment. This implies the creation of a successful economy with a progressive
network of social standards. The two main challenges in maintaining the social model
are stable growth and better jobs in the current climate of global competition and aging
population. Therefore, in 2001 the European Commission developed a strategy to
clarify how social responsibility applies to public procurement9. At the heart of the
strategy lies the aim to secure a dynamic and positive interaction between economic,
social and labour policies, so that they mutually support and stimulate each other,
within the prescriptions of existing legislation.

7 McCruden, Cr. Corporate Social Responsibility and Public Procurement, University of Oxford Faculty
of Law Legal Studies Research Paper Series, Working Paper No 9, 2006, p. 2.

8 Fox, T., Ward, H., Howard, B, Public Sector Roles in Strengthening Corporate Social Responsibility:
A Baseline Study, The World Bank, October 2002, p. 3.

9 СОМ (2001) 566 final, Interpretative Communication of the Commission on the Community Law
Applicable to Public Procurement and the Possibilities for Integrating Social Consideration into Public
Procurement, Brussels, 2001.
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The nature of socially responsible public procurement is to facilitate socially
progressive government policies without or instead of government regulations10.
Through the procurement process the state “buys social justice”11, as it integrates
social justice within market mechanisms.

This is also the position expressed in the European normative regulations on public
procurement award, as per the Rome Treaty on the Common Market, and more specifically
stated in Directive 2004/17/EC12 and Directive 2004/18/EC13. The directives ‘offer scope
for taking account of social considerations, provided in particular they are linked to the
subject-matter of the contract and are proportionate to its requirements and as long as the
principles of value for money and equal access for all EU suppliers are observed14.

In 2010 the European Commission published a Guide to Taking Account of Social
Considerations in Public Procurement15. It presents an exhaustive list of criteria to
apply and establish a specific social framework in procedures: providing employment
opportunities; encouraging public procurement contractors to respect their workers’
social and labour rights; stimulating wider voluntary engagement with corporate social
responsibility; providing support for social inclusion and encouragement for social
economy organisations; SME support etc.

The Directives and the guide provide the basis for implementation of the social
criteria, but do not impose them as obligatory. Still, some European countries expand
their legislation in this direction. In 2007 the Scottish Government published a guide to
considering social aspects when awarding public procurement16. It sets out the
requirement (if applicable and in accordance with the law) for awarding bodies to
request from contractors to be good employers with healthy and safe working
conditions, responsible tax and social security payers and to provide further employment
opportunities, to facilitate social inclusion and integration for vulnerable groups. Since
2005, a German federal state law requires Federal public procurement agencies to
keep a proportion of their budget for projects, which could be awarded to disabled
workers’ shops17. In 2010, Finland approved changes which allow for social criteria
1 0 Robinson, J. Social Public Procurement: Corporate Responsibility Without Regulation, University of

Utah College of Law Research Paper, May 14, 2013, p. 21.
1 1 McCruden, Cr. Buying Social Justice: Equality, Government Procurement, And Legal Change, Oxford

University Press, 2007, p. 32.
1 2 Directive 2004/17/EC of the European Parliament and of the Council of 31 March 2004 coordinating

the procurement procedures of entities operating in the water, energy, transport and postal services
sectors, 2004.

1 3 Directive 2004/18/EC of the European Parliament and of the Council of 31 March 2004 on the
coordination of procedures for the awards of public works contracts, public supply contracts and
public service contracts, 2004.

1 4 Buying Social. A Guide to Taking Account of Social Considerations In Public Procurement, European
Commission, 2010, p. 5.

1 5 Buying Social. A Guide to Taking Account of Social Considerations In Public Procurement, European
Commission, 2010.

1 6 Social Issues In Public Procurement. A Guidance Note by the Scottish Procurement Directorate,
Edinburgh, 2007.

1 7 Buying Social. A Guide to Taking Account of Social Considerations In Public Procurement, European
Commission, 2010, p. 27.
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such as basic human rights, equality and lack of discrimination to be accounted for
when awarding public procurement contracts.18

Legislative reforms around public procurement are one of the 12 priority actions
in the April 2011 Single Market Act19. Among the prescribed measures emphasis is
placed on social criteria and facilitating SMEs in entering procurement procedures.
This raises the expectation for social aspects and ethical concerns would gain in
importance and would improve the quality of public procurement.

3. Possible benefits of socially responsible award of public procurement

One of the major benefits is that socially responsible procurement can be used
by authorities to support the European social model. With the Europe 2020 strategy,
the EU sets its own goal to become an intelligent, sustainable and inclusive economy,
in an ever-changing world. These three priorities should help the EU and its member-
states to achieve high levels of employment, productivity and social unity. Therefore,
in late 2011 the Employment and Social Affairs Commission proposed a European
Parliament Directive on public procurement, which is still under debate20. Some of the
suggested measures in the Directive deal with increasing the efficiency of public
spending in terms of quality-price, while enabling better use of public procurement
towards supporting wider social purposes, among which are increased employment
and social inclusion.

Socially responsible public procurement shows the public that governments take
account of social responsibility in their decisions. This in turn could result in businesses
as a whole becoming more responsive and accountable to society’s values and needs.
Indeed, if the government is socially responsible, then it ought to ensure that a given
social services contract reflects the needs of all stakeholders (including disabled clients
and other specific groups).

Socially responsible procurement also stimulates integration and efforts to lower
unemployment. In Denmark for example, awarding contracts for public procurement
services with high local participation, such as catering or hygiene include measures to
encourage jobs for unemployed people, whereupon suppliers receive up to 50% of due
wages as a subsidy.21 On a local government level, Greater London encourages corporate
social responsibility by awarding contracts with clauses on increasing the workforce of
suppliers through training and employment for unemployed and socially excluded people.
For 2010 the results are: 4.7 billion Euros spent on public procurement,which have provided

1 8 Knopf, J., Kahlenborn, W., Hajduk, Th., Weiss, D., Feil, M., Fiedler, R, Klein, J. Corporate Social
Responsibility. National Public Policies in the European Union, European Commission, Directorate-
General for Employment, Social Affairs and Inclusion, 2010, p.66.

1 9 COM (2011) 206 final, ‘Single Market Act. Twelve Levers to boost growth and strengthen confidence’,
European Commission, Brussels 13.4.2011.

2 0 Report on the proposal for Directive of the European Parliament and of the Council on public
procurement (COM (2011) 0896-С7-0006/2012 – 2011/0438 (COD)), A7-0007/2013, European
Parliament, Session document 11.01.2013.

2 1 Haselmayer, S., Rasmussen, J. Navigate Change: How new Approaches to Public Procurement will
Create New Markets, ACC 10, 2011, p. 34.
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352 new jobs and 650 internship placements22. Additionally, public procurement is a method
to encourage the integration of specific groups – disabled, women, minorities, small
businesses. For example the French Code du travail (Labour Code) requires of employers
who have more than 25 workers or employees to provide at least 6% of existing jobs to
people with disabilities. In the case of public procurement awards, this requirement could
be fulfilled by contracting organisations which support the work of disabled people23.

Socially responsible public procurement award can also improve the efficiency
of public spending and encourage innovation. Not only would that be beneficial to
public finances, but it would also enable better and more affordable products to enter
the market and to support various social purposes. In Sweden for example, in 2007
Stockholm’s City Council appointed Astando (a middle-sized organisation responsible
for the public roads database) to develop a digitalized pedestrian network for visually
impaired residents e-Adept through cell phone navigation. Product testing began in
2011. The result of the project is cutting the costs for a substantial network of social
workers, transport services providers and physiotherapists. The procurement contract
is worth 370,000 Euros per year, and pilots indicate the direct economic return of e-
Adept for the city could reach 17 million Euros24.

In the procurement context there may be other circumstances, which lead to
broader social gains (the so-called social added value). For example, when making a
decision on public regeneration contracts in a given town, as stipulated in Scottish
law25, certain requirements may logically be imposed on the contractor. They may be
expected to consider ways to support wider regeneration of the area through various
activities combining environmental regeneration and opportunities for training and
inclusion of unemployed locals.

4. The Bulgarian Context

Nationally, public procurement contracts are regulated by the Public Procurement
Act26 and the Statute for its implementation27.

It guarantees publicity and transparency, free and fair competition, equality and
non-discrimination. In it, however, there is no specific mention of social criteria. The
offers appraisal is subject to one of the following criteria: lowest price or most
economically-beneficial offer28. According to article 26 of the Act, the contracting

2 2 Haselmayer, S., Rasmussen, J. Navigate Change: How new Approaches to Public Procurement will
Create New Markets, ACC 10, 2011, p. 35.

2 3 Buying Social. A Guide to Taking Account of Social Considerations In Public Procurement, European
Commission, 2010, p. 27.

2 4 Esteban, A., Haselmayer, S., Rasmussen, J. Connected Cities: Yor 256 Billion Euro Divident: How
Innovation in Services and Mobility Contributes to the Sustainability of Our Cities, Royal College of
Art, London, 2010.

2 5 Social Issues In Public Procurement. A Guidance Note by the Scottish Procurement Directorate,
Edinburgh, 2007, p.4.

2 6 See: DV br. 28/2004, posl. izm. DV br. 15/2013.
2 7 See: DV br. 53/2006., posl. izm. DV br. 20/2012.
2 8 Public Procurement Act, See: DV br. 28/2004, posl. izm. DV br. 15/2013, chl. 37, al. ‘1.
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party can include additional requirements for the procurement to do with environmental
concerns, unemployment or jobs for disabled people, but these would not hold special
priority. Thus, the lowest price requirement becomes an obstacle for organisations
and companies, which do not have the financial or technical capacity of larger,
established businesses and are therefore unlikely to compete with those. At the same
time, public procurement represents a substantial part of EU funds spending, which
creates conditions for increased funding towards, and possible corruption pressure by
larger companies29.

In 2012, there were 20,946 public procurement contracts with total value of
5,969,449,257 leva. Between 2008 and 2012 the total value of all public procurement
contracts is 31,323,800,000 leva, which is about 10 per cent of the national GDP, or
about 21%-24% of the consolidated national budget30. During the same period, out of
all 130 specialised enterprises and cooperatives of disabled workers only 23 have
been awarded 60 contracts of total value of 20,105,000 leva excluding VAT31. The
contracts won for 2013 by such companies are worth mere 458,000 leva. Obviously,
current restrictions in the existing law stop specialized enterprises from participating
in public procurement. For example, Tih Trud Ltd. (a national network of production
facilities for hearing-impaired workers) has won a 2 million leva contract in France,
but does not fulfil the Bulgarian requirements to access the public procurement awarding
process.

Given the conditions of the recent economic downturn, only the state has the
capacity to secure society’s interests and to support smaller enterprises, including
those for workers with limited abilities to work. At the same time, participation in the
work force is the only way to transform the disabled from support beneficiaries to a
productive group within society. Through their efforts they will create additional social
product, and their income would widen the social insurance base and would contribute
to social security funding.

One option for better access to public funding is the public-private partnership
(PPP), as regulated by the respective law32. This mechanism allows for the provision
of accessible services of social interest to fulfil various social needs, especially among
vulnerable groups.

However, there are some specific requirements of public-private partnerships
that SMEs and cooperatives of disabled workers may not always be able to fulfil. The
duration of public procurement projects is short or medium (up to 5 years), while a
PPP is a long-term scheme (5 to 35 years). Public procurement contracts deal with
fully public funding, while PPPs have partially private funding. In public procurement,
it is the public stakeholder that carries the majority of project risks, while in a PPP risk
2 9 See: Marinov, A. Problemi pri vuzlagane na obshtestvenite poruchki v Bulgaria, sbornik “Razvitie na

agrobiznesa I selskite rayoni v Bulgaria I ES – perspektivi 2020” (Nauchno-prakticheska konferenciya
s mezhdunarodno uchastie, “Gea-Print”, Varna, 2012, s. 372-383.

3 0 See: Motivi kum proekta na Zakon za izmenenie I dopulnenie na Zakona za obshtestvenite porachaki
- www.government.bg.

3 1 Ibid.
3 2 Public-Private Partnership Act, See: ДВ бр. 45/2012 г., посл. изм. ДВ бр. 15/2013 г.
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is effectively transferred to the partner who is most capable to cover it. Finally, the
timing of payments from the public partner or society is important – a typical public
procurement contract allows for considerable funding at an early stage (for example
during construction phase), resulting in lower day-to-day expenses, while in a PTP
payments are made only upon providing the service, availability payments and/or
payments for service use33. Thus, due to insufficient financial resources and limited
investment opportunities, SMEs and specialized enterprises can only rarely participate
in a PTP and the more accessible option for them remains a public procurement
contract.

The stipulations of the current Public Procurement Act don’t facilitate social
policies, but a change is already expected. On the Council of Ministers’ website34

there is published a draft bill for amending and updating the Public Procurement Act.
It features some new propositions, which pave the way for including certain social
criteria. According to the amendments in article 47, a person who owes social security
payments for their employees, or has been convicted on grounds of unsanitary or
unsafe working conditions, or violation of workers’ rights, is restricted from entering
public procurement awarding procedures. The proposed text for article 50, paragraph
1 lists among the requirements as to the financial and economic state of interested
parties the secured availability of salary funds and the subsequent social security
payments.

Further, §10 of the Bill proposes a new article 16g, according to which if the
object of the procurement is among the list specified in article 30 of the Integration of
People with Disabilities Act35, then specialized enterprises or disabled people’s
cooperatives have a priority in the selection process. Thus, the contract would be
awarded to other parties only in the absence of such candidates.

The amendments to article 51a provide opportunities for SMEs – and especially
for newly-registered businesses, to secure the resource stability they need through
contractual or other methods from third parties36. This means that SMEs and startup
businesses, or specialized cooperatives would have the chance to participate in the
procurement process and thus promote wider participation in this specific market
further.

Conclusion

To sum up, Bulgaria has a long way to go towards including social criteria within
its public procurement selection process. It is recommended that the contractor be
given the option to include other types of social criteria when selecting the service
provider – for example, employment opportunities for marginalized or disadvantaged
groups (especially in the construction sector), access to training in the work place or

3 3 See: Metodicheski ukazaniya za publichno-chastno partnyorstvo, Ministerstvo na finansite, 2009, s. 9.
3 4 www.government.bg
3 5 See: DV br.. 81/2004, posl. izm. DV br. 68/2013.
3 6 See: Motivi kum proekta za Zakon za izmenenie I dopalnenie na Zakona za obshtestvenite porachki -

www.government.bg.
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gender equality. One could also include a valuation of the external social costs resulting
from the object of the contract, as well as its overall social impact. When applying the
‘most economically viable offer’, contractors should take into account not only the
lowest price, but also the possible use of public procurement in supporting sustainable
development, abiding to social and labour rights, social inclusion, social innovations,
creation of new and sustainable employment opportunities, and other socially beneficial
activities which aim to generally increase the efficacy of public spending. Of course,
all this should still be considered in line of best ‘quality/price’ scenario.

Nevertheless, the proposed amendments are a step forward and would create a
better environment for increased employment and improved efficiency in public funds
spending. Without a definitive stand on the side of the state, it would be impossible to
realize adequate social policy of employment that fulfils European standards. That is
why contractors carry a substantial responsibility in facilitating any regulatory reforms
around public procurement. Given the fact that public procurement deals with public
funds, contracts should not be used for short-term goals, but ought to be treated as a
long-term investment for society’s benefit.

SOCIALLY  RESPONSIBLE  AWARD
OF THE PROCUREMENT  CONTRACTS

Assoc.  Prof.  Dr  Hristina  Blagoycheva

Abstract

With the Europe 2020 strategy the EU has set itself, under conditions of a changing
world, the goal of becoming an intelligent, sustainable and inclusive economy. Under the
current conditions of budget constraints and economic difficulties the conventional mechanisms
for promoting social justice and social cohesion are insufficient. Through the inclusion of
social criteria in the awarding of public procurement there can be guaranteed the compliance
with social insurance legislation, furthered the decrease in the unemployment rate, stimulated
the integration of isolated groups of individuals and achieved greater efficiency of government
spending as a whole.

Keywords: public procurement, corporate social responsibility, social criteria, social
policy.


