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Abstract
Recent research has highlighted the existence of important differences between public and private sector procurement practices.
Drawing on established transactional and relational conceptual frameworks, this paper examines whether the differing
environments confronting public and private sector organisations affects procurement practices. By focusing solely on occupational
health services as an example of a complex business service, the research allows the inﬂuence of environmental factors, notably
policy drivers, to be considered across both public and private sector settings while service speciﬁc factors remain largely constant.
Utilising a combination of questionnaires and in-depth interviews the research suggests that policy drivers had a major bearing on
procurement practices adopted in the public sector, resulting in a very different pattern of engagement with service providers from
that prevailing in the private sector. Speciﬁcally whereas private sector organisations utilised a range of approaches, which can
broadly be classiﬁed as relational in nature, public sector organisations almost exclusively relied on transactional-based approaches.
The nature of these services suggests that relational based procurement constitutes the optimal approach to the acquisition of such
services. However, for public sector organisations the perceived restrictions imposed by public policy on procurement practices
resulted in the adoption of an approach which can be viewed as resulting in sub-optimal outcomes.
r 2005 Elsevier Ltd. All rights reserved.
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1. Introduction
The public and private sector purchasing environments are seen to be different. With the transactional
and relational paradigms as it conceptual base, this
paper seeks to determine whether differing public and
private sector environments affects the purchasing of a
professional service, namely occupational health services. The nature of a professional service like an
occupational health service suggests that due to the
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characteristics of the service, a relational stance of
purchasing is more appropriate.
A unique element of this research is in conﬁning the
research to one particular service whose characteristics
are such that a transactional approach it is argued is
completely inappropriate, it will become possible to
isolate the purchasing process and keep some factors
constant. This in turn will help provide a better
understanding of how the environment can affect the
manner in which a particular service is purchased.
Another contribution of this study is that in the
current climate of relational purchasing, the purchasing
process was predominantly examined through a transactional framework while keeping an open mind to
existence of relationships. To achieve this, a questionnaire survey of a selection of private and public sector
organisations were undertaken to get an overview of the
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process. Subsequently, one public sector buyer–service
provider dyad was selected for in-depth analysis to help
form an understanding of the purchasing process in
public sector organisations.

of organisations effectively dissolve with each relationship lying in a wider network of inter-dependent
professional and social relationships.

3. Public sector purchasing of services
2. Transactional and relational paradigms
3.1. Public sector purchasing
It is crucial to develop understand the role of the
different purchasing paradigms in the public sector
context. Transactional purchasing is underpinned by
neo-classical economic assumptions, in particular that in
a perfect market, open market competition is the most
efﬁcient form of exchange. Exchanges are viewed as
discrete arms-length, one off transactions (Campbell,
1985). This perspective is encapsulated in models such as
those developed by Robinson et al. (1967), Webster and
Wind (1972), and Sheth (1973). One consistent feature
of the transactional models typiﬁed by the Buygrid
framework (Robinson et al., 1967) is that the buying
process is framed in terms of a buy stage or buy phase
approach describing a discrete, linear sequence of
activities in the buying process. Within the public sector,
the transactional paradigm has been embraced by the
European Union (EU) and United Kingdom (UK)
governments, as evidenced in purchasing guidance for
public sector organisations which emphasises competitive tendering as the means of optimising procurement
efﬁciency (HM Treasury, 1998).
Nonetheless, recent research has shown that beyond
the public sector there is a changing emphasis in the
management of procurement from an emphasis on
competition to co-operation (Axelson and Easton,
1992; Ford, 1997). Sanderson (1998) argued that
the best practice approach in the private sector is for
the purchaser to work in close collaboration or
partnership with one or two suppliers.
This highlights the transition in private sector
contexts from transactional models to more co-operative, relational ones. The relational models have their
base in the interaction model developed by the
European dominated IMP group (Ford, 2002). In
relational models of purchasing, the buyer is seen as
being active to the point where adaptations are made
and a more personalised view of marketing is adopted.
The exchange is through an ongoing interaction, with
the process being less formal and supplemented by
informal contacts at business and at social levels. There
is recognition that keeping existing customers is just as
important as attracting new ones and a longer-term
perspective is adopted. This has been accompanied by a
shift towards more co-operative exchanges with fewer
suppliers. This close co-operation has been the basis for
the formation of long-term relationships with preferred
suppliers. As these relationships overlap, the boundaries

Procurement in the public sector differs from the
private sector in a number of ways, the most notable
being that it is more highly regulated and politically
constrained than the private sector (Ferlie, 1992; Furlong et al., 1994; Boyett et al., 1996; Bryntse, 1996). The
EU and UK governments, through various purchasing
guidance documents, have promoted a public procurement policy of fair and open competition as the best way
to attain efﬁcient and effective purchasing (HM
Treasury, 1998). There remains a strong emphasis on
formal contracts with adherence to tight terms and
conditions of contracts and service delivery being closely
monitored (Jones, 1997). The monitoring of services for
contractual purposes can be an expensive process,
costing up to 50–60% of the cost of the client/
purchasing function (Audit Commission, 1993).
Despite these guidance and regulations, some services,
for example, health services are exempt from open
competition. Additionally, the EU and UK governments seek to promote relationships with suppliers
combining competition with co-operation (HM Treasury, 1995). The current UK government purchasing
guidelines states that
The form of competition should be appropriate to the
value and complexity of the goods or services to be
acquired. For example, the cost to both the purchaser
and potential suppliers will need to be taken into
account in deciding whether a full competitive tender
is appropriate (HM Treasury, 1998).
This outlines a recent change in the legislation
whereby compulsory competitive tendering legislation
has been repealed for purchasing in general (Department of Environment, Transport and the Regions,
1999). There has been a shift in emphasis from
compulsory competitive tendering to one of creating
value through partnerships. Studies of public sector
purchasing reﬂect this change (Boyett et al., 1996;
Hoxley, 2001). However, from results of previous
studies of purchasing prior to this change in legislation,
public sector purchasing was found to be a mixed
picture, with a hybrid of models with a slight emphasis
on the competition rather than partnership end of the
model (Furlong et al., 1994).
Another distinct feature of public sector purchasing is
the demand for high levels of accountability and
openness (Baily et al., 1994). Related to this need for

