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Context

Emerging government rhetoric

Under the current Coalition Government, there has been an increasing recognition of the importance and value of public procurement.  The Government spends around £260 billion each year upon procuring goods and services, with local government spending around £70 billion.  Contemporary policy suggests that the Government is taking procurement and its process far more seriously as they seek to make efficiency savings; and improve the effectiveness and impact of spend upon business and economic growth. 

The basic premise behind government rhetoric is that transparency over spend will enable duplication in service provision to be identified and eradicated, with associated savings made.  It is also seeking to ensure procurement is used as a lever to develop business and growth; and to a degree tackle some of the issues facing communities, such as worklessness and low skills.   

This emphasis upon harnessing the value of procurement is evident in the transparency agenda and the requirement for public authorities to: publish spend over £500 on a monthly basis; the aspirations around ensuring that 25% of all central government spend is with Small to Medium Sized Enterprises (SMEs); the provisions of the Localism Act around opening up public service delivery opportunity to the voluntary and community sector; and the provisions of the Public Services (Social Value) Act, requiring local authorities to consider the economic, social and environmental wellbeing of the locality in pre-procurement.
Manchester City Council as pre-emptors
The role of procurement as a lever for economic, social and environmental improvement is not something which is new for Manchester City Council; indeed Manchester has been at the forefront of adopting approaches in procurement that recognise the value of procuring locally and sustainably.  Since becoming a corporate function in 2008, the City Council has clearly responded to the directives of Europe and the efficiency requirements of Gershon
, to ensure they are both legally compliant and make savings.  This has come primarily through the adoption of a value for money focused procurement model.

They have however placed a far greater degree of emphasis upon effectiveness through the development of a Sustainable Procurement Policy
 and associated Statement of Intent; a commitment to understanding the impact procurement spend has upon the local economy; and designing interventions which seek to both enable procurement opportunities for Manchester based business and SMEs, and influence the supply chain to make more effective decisions which benefit the Manchester economy and its communities.

Core to this improvement and emphasis upon effectiveness has been the involvement of the Centre for Local Economic Strategies (CLES).  Since 2009, CLES has supported procurement improvement through spend analysis and a range of activities.  The 2010 publication ‘The Power of Procurement’
 effectively provided a baseline of the benefits Manchester City Council’s procurement spend brought in economic, social and environmental terms; together with a series of recommendations designed to both undertake procurement processes more efficiently and effectively, and importantly further maximise the benefit of spend.

About this paper

This briefing paper provides an update on the response to the recommendations by Manchester City Council and CLES; and importantly the impact of these interventions upon the Manchester economy and the practice of corporate procurement.  In particular, the paper details:

· the baseline spend figures and initial research recommendations;

· the response to the recommendations and the interventions implemented;

· the impact of the interventions upon the Manchester economy and practice;

· the next steps for corporate procurement, ensuring Manchester stays ahead of the game.

Baseline spend analysis and research recommendations

Manchester City Council’s approach to sustainable procurement
Manchester City Council’s work around sustainable and progressive procurement commenced in 2008 with the development of a bespoke procurement model and complimentary Sustainable Procurement Policy.  The premise behind the model was that procurement needed to be treated as a cycle if it was to be more efficient and effective.  This meant not just the process of awarding a contract but the active consideration of the value procurement could bring, from the identification of need at the service commissioning stage, through to the completion of the contract.  This meant more engagement with the potential and actual supply chain.  Reflecting the cyclical approach of the procurement model and the drive towards effectiveness, the Sustainable Procurement Policy had two core and relatively succinct priorities:

· to ensure that balanced consideration of social, environmental and economic impacts are undertaken throughout the procurement process;

· to ensure Manchester City Council employees, contractors and suppliers are aware of the Council’s commitment to long term social, ethical, environmental and economic sustainability.

Spend in 2008/09
Manchester City Council knew that the corporate and cyclical approach to procurement had already had an effect upon making efficiencies; however they did not know the extent of the impact the Sustainable Procurement Policy was having upon the Manchester economy and the behaviour of suppliers. CLES was therefore commissioned in 2009 to explore three things:

· the spend of Manchester City Council with its top 300 suppliers (by value) for financial year 2008/09, particularly the extent to which spend was with organisations based in the Manchester City Council boundary;

· the extent to which suppliers to Manchester City Council re-spent their incomes derived through procurement back in the Manchester economy through their spend upon local employees and suppliers of their own;

· the ethos of suppliers to Manchester City Council when it came to their own recruitment, supplier and environmental choices; and importantly the fit of this ethos with the priorities of the Sustainable Procurement Policy and wider Manchester City Council Strategy. 

The analysis effectively provided a baseline for where Manchester City Council’s procurement spend was going in 2008/09; and a starting point for further engagement to enable the maximisation of benefit.  The findings of the initial research were positive:
· 51.5% of the City Council’s spend of £357 million with its top 300 suppliers was with organisations based or with a branch within the Manchester City Council boundary; 

· there was significant investment in specific wards, notably Ardwick, where there was £43 million of procurement spend;
· £87 million was spent in neighbourhoods in Manchester within the 10% most deprived nationally; 

· 86.5% of the City Council’s spend with its top 300 suppliers was with organisations based or with a branch within Greater Manchester;

· suppliers to the Council re-spent 25p in every £1 received back in the Manchester economy upon local employees and local suppliers of their own; 

· suppliers, particularly those in the construction sector, had a host of initiatives in place designed to maximise the impact of procurement for Manchester’s economy and residents.

Gaps and recommendations

Despite the local spend and re-spend figures being positive when compared to previous studies undertaken by CLES in Swindon and West Lothian, there was a feeling that improvement could be made in Manchester, particularly in relation to cross-departmental relations around procurement and further maximising spend through more effective influencing by Manchester City Council of the supply chain.  As such, CLES therefore proposed a number of recommendations for the Council:

· make the bidding process more straightforward – this recognised the identified challenge by suppliers around the complexity and bureaucracy of procurement documentation and process;

· embed greater cross-departmental relations for procurement delivery – this reflected the existence of silo working and the lack of an effective relationship between corporate procurement and other council departments, notably economic development;

· provide better direct advice for suppliers and facilitate learning amongst suppliers – this recognised the opportunity to learn from the practice of construction suppliers and further maximise the benefits enabled through procurement;

· set targets for enhanced impact – this reflected the opportunity to improve levels of local spend and the re-spend of suppliers;

· identify sectors and wards to target for business support – this recognised that there were particular sectors such as wholesale and manufacturing where few Manchester based organisations provided goods and services for the Council; and also there were some wards in the City where there was a propensity of business but few suppliers;

· collect more effective data as part of project monitoring – this reflected the need for procurement to be continuously considered as a cycle; and importantly monitor the benefits suppliers bring to the locality.

Response to recommendations and interventions

Over the last couple of years, CLES has been working with Manchester City Council to address the recommendations identified above.  The primary emphasis has been placed upon embedding economic development considerations into the procurement process, and encouraging and influencing the supply chain to think about the economic and social challenges facing Manchester in their activities; thus more effectively contributing to the benefit derived through procurement.

Awareness-raising

CLES and Manchester City Council undertook a number of activities designed to raise awareness of not only the findings of the spend analysis, but also the strategic drive and aspirations of the Council when it came to sustainable procurement.  This particularly aimed to make suppliers more aware of some of the challenges facing the City and how they could enable benefit through both service delivery and goods provision, and their wider practices.  The findings were disseminated to suppliers, local authority officers and members at an event in Manchester Town Hall in October 2010; and specifically to Manchester City Council departments and suppliers at dedicated seminars.

Cross-departmental procurement working group

To address the recommendation around cross-departmental relations, CLES and Manchester City Council developed a cross-departmental procurement working group.  The group, consisting of senior officers from departments such as economic development, procurement, neighbourhood services and adult social care, met on a quarterly basis and sought to identify ways in which procurement spend could tackle issues such as worklessness, and additionally generate sustained benefit for Manchester.  Key activities included: targeting suppliers based in areas of deprivation; embedding worklessness statistics into tender activities; and developing social value related initiatives.

Supplier network

To address the recommendation around supplier advice and learning, CLES and Manchester City Council set up a supplier network.  The network consisted of local authority officers and a sample of suppliers from the top 300 list.  The network had a dual purpose of addressing any challenges suppliers had with the procurement process; and importantly influencing suppliers to bring about greater impact for the Manchester economy and residents, through their activities related to Manchester City Council’s procurement.  The supplier network has discussed: barriers in the procurement process; tackling worklessness; apprenticeships; and environmental management.

Identifying further benefits of procurement

To address the recommendation around setting targets for enhanced impact, CLES and Manchester City Council did not necessarily set targets, but began to think through what would happen if Manchester City Council did not invest in procurement processes and frameworks, and enable wider impact; this was undertook through exploring the activities of the North West Construction Hub (NWCH) and the associated construction frameworks.  Specifically, CLES undertook a cost benefit analysis study of the Manchester People into Construction (MPiC) scheme
, a voluntary arrangement between the Council and suppliers to create three year apprenticeship opportunities for young people at construction partners.  The scheme has had a significant impact for the young people, for the construction partners, for Manchester, and for the State.  The overarching message from the research was that every £1 invested in the MPiC scheme generated an additional £4.74 in social, economic and environmental value.     

Wider interventions

As well as the interventions described above, Manchester City Council have undertaken a number of wider activities designed to enable more small businesses to bid for procurement opportunities in the City.  These activities have included: reducing the need for pre qualification questionnaires (PQQ) on the vast majority of contracts; and the increased promotion of the CHEST
 as the primary means of advertising and promoting tender opportunities.

Impact of intervention

Results of refresh
In each of financial years 2010/11 and 2011/12, CLES has refreshed the baseline statistics for Manchester City Council’s spend with its top 300 suppliers.  This has been designed to continuously understand the effectiveness of the Council’s procurement model and Sustainable Procurement Policy; and assess the impact and quality of some of the strategic interventions discussed above.  The key findings of the refresh are as follows:

· Manchester City Council spent significantly more upon its top 300 suppliers in 2010/11 than the baseline year of 2008/09 (£547 million compared to £357 million); this was largely down to increases in capital expenditure.  £431 million was spent upon the top 300 suppliers in 2012, reflecting cuts in public expenditure and reduced spend on construction;
· the proportion of total spend with the top 300 suppliers which was spent with organisations based in or with a branch within Manchester has increased from 51.5% in 2008/09 to 53.9% in 2010/11 to 54% in 2011/12;
· the proportion of spend with Manchester based or branched suppliers, which are based in neighbourhoods in the 10% and 1% most deprived nationally, has also increased from the baseline.  In 2008/09, 47.6% of spend with Manchester based organisations was with those based in neighbourhoods ranked in the 10% most deprived nationally; this increased to 52.6% in 2010/11 and 53.1% in 2011/12;
· the proportion of spend with Greater Manchester based or branched suppliers has fluctuated since the baseline.  In 2008/09, 86.5% was with organisations in Greater Manchester; this rose to 90.9% in 2010/11, before reducing to 85.5% in 2011/12; 
· the most compelling increase has been in the proportion of spend which is re-spent back in the Manchester economy by suppliers upon local employees and local suppliers of their own.  This increased from 25p in every £1 in 2008/09 to 47p in every £1 in 2010/11. 
Reasons for change

There are a number of reasons for the largely positive increases portrayed in the data analysis above.  Strategically, the further development of the CHEST as a means of advertising tender opportunities and for suppliers to submit responses has had an impact in raising awareness of procurement opportunities for a more diverse set of potential suppliers.  Coupled with the reduced bureaucracy around tender documentation, the CHEST has made it easier for more local and smaller organisations to bid for procurement opportunities. 

The increase in the proportion of procurement spend being with organisations based in or with a branch within Manchester can also be attributed to the priorities of the Sustainable Procurement Policy and the activities of the cross-departmental procurement working group.  The policy has indirectly signalled Manchester City Council’s intent to consider the social, economic and environmental wellbeing of place in the procurement process, and thus open it up to more localised suppliers who have a more effective means of demonstrating these benefits.  The working group has been effective in making procurement practitioners far more aware of the challenges facing the City and thus implementing them into the procurement consideration.

The increase in the proportion of procurement spend in the most deprived neighbourhoods in the City could be down to the joint working between corporate procurement and neighbourhood regeneration teams in identifying organisations which are potentially capable of delivering procurement contracts, and in subsequently providing them with capacity building to support them to bid. 

The fluctuation in spend with Greater Manchester based suppliers is down to a couple of factors:

· the 2011/12 figure has reduced to 85.5% because there is one relatively large specialist contract which was awarded to a non-Greater Manchester based organisation.  Despite being outside of the city region, this organisation has committed to supporting apprenticeship and supplier development throughout the duration of their contract, thus there will be benefit for the Manchester economy;
· there are simply products and services which cannot be sourced locally, particularly around utilities and financial services.  

The increase in supplier re-spend in the Manchester economy is a result of a number of factors.  The initial interviews undertaken by CLES with suppliers as part of the baseline study played a significant part in raising awareness of some of the issues the City faces around worklessness, skills development and business growth.  This activity has been supplemented by the awareness raising events and the activities of the supplier network.  Suppliers are now generally much more aware of the importance of realising economic, social and environmental benefit through procurement.
Next steps

The above sections of this briefing paper have demonstrated that Manchester City Council is well ahead of the game when it comes to progressive procurement policy and activities.  It means they are well placed to respond to, and are responding to, the various emerging central government policy agendas around transparency, SMEs, localism and social value.  The Corporate Procurement Unit is also well embedded to key local priorities contained in wider corporate and community strategy, particularly around: promoting private sector growth; reducing worklessness; and raising aspiration.

To enable Manchester City Council to remain ahead of the game, and to ensure the priorities identified above continue to be embedded, CLES has been working on a further piece of work with Manchester City Council, to develop a local outcomes framework.  The framework has been developed as a result of recognition that very few authorities actively monitor the contribution suppliers providing goods and services make to issues of local importance, such as worklessness, business sustainability and wider corporate priorities. 

As Manchester City Council and the public sector more generally move towards an outcome focused approach to service delivery, there is an enhanced need to understand the performance and contribution of suppliers to wider issues beyond the actual delivery of services or provision of goods.  Manchester City Council is currently in the process of developing contract management systems for monitoring service or goods performance.  The framework is designed to complement this system by monitoring the contribution of suppliers to wider strategic priorities and outcomes. 
The local outcomes framework has been developed by reviewing existing Manchester City Council strategy and indicators; and through consulting cross-departmentally and with suppliers.  Examples of the 21 indicators are detailed below; each indicator relates to one of the three themes of Manchester’s Sustainable Community Strategy Delivery Plan (2011-2015):

· promoting private sector growth – percentage of suppliers which are based in Manchester;

· reducing worklessness – number of apprenticeships offered in last financial year to under 19 year olds;

· raising aspiration – average number of volunteer hours per member of staff in Manchester.

CLES is currently in the process of populating the framework by piloting the indicators with 25 current suppliers to the Council.  The objective is to further influence their practices around recruitment and supplier choices by developing benchmarks and offering means of improvement.  CLES is also working with the Council to further develop cross-departmental relations, the suppliers’ network, and the relationship activities in the neighbourhood regeneration localities with suppliers. 

	Briefing is one of a series of regular policy reports produced by the Centre for Local Economic Strategies (CLES). CLES is a not-for-profit think/doing organisation, consultancy and network of subscribing organisations specialising in regeneration, economic development and local governance. CLES also publishes Local Work, Bulletin and Rapid Research on a range of issues. All publications are available as part of CLES membership services. To find out more about membership visit the CLES website or contact CLES to request a membership leaflet.
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