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2. Why is it so hard to win public sector business?

The public sector is the biggest market for goods and services in thedylever it is also probably the
most difficult to break into. Why?

2.1 Because the public sector does not operate as 0  ne market

For example, there are 388 local councils (ignoring the Parish Counci$§wdlbm have their own way of
working. Within each council the Departments (such as Housing, Leisuial Secvices) have their own
structures and cultures, apply their own pre-qualification rules, ¢@veol over their own budgets, operate
different spending authority levels and appoint their own suppliers. And thersttier thousands of
schools and colleges, central government departments and agencies sudh, &H80OPolice and the
emergency services, all of which do the same — but all in different ways

This devolved approach to purchasing is a consequence of the way thessatioges have found works
best to ensure decisions affecting their customers — you and me — arestakese o the ‘coal face’ as
possible. However it has made the task of locating the potential buyeramstiyne-consuming for would-
be suppliers.

The good news is that this chaos is gradually being brought under better coptndlafthe government's
modernisation programme. The bad news is that this rationalisation ctuddlyamean less business for
many smaller suppliers — see 2.4 below.

2.2 Because getting a contract from a public sector organisation will
take time and effort

The rules under which public sector organisations operate are far mopetien those for most private
sector companies.

Only the smallest contracts can be awarded at the discretion ¢tdtheith no competition. This can be set
at £5,000 but might be as little as £500 — each organisation sets its own rulesthfgipbuyers have to
obtain at least three competitive quotes and show that they have acte faiviyrd the business to the
supplier offering Best Value (see 4.3 below).

Any contract over a set value (typically £5-10,000, but it can be as high as £20,000¢ reuslered. That
means at least three formal bids in writing that are then opened and eddleftre a contract is awarded.

Above a set value (currently £154,000 for products and services or £3.86 milliorris) aibcontract
opportunities must be advertised in the Official Journal of the European ({id&U). This requires
companies to go through a complicated two-stage tendering procegs, gistqualify and then, if selected
to be included on the short-list, to bid. Because of the lack of uniformityebatpublic sector organisations,
it is rare that pre-qualification to work for one organisation ¢epted when bidding for other work — see 5.3
below).

All this can mean a lot of work putting the bid together with no guarantee dfusityess at the end of the
process. And it can take months: from spotting the opportunity to winning thaetaran take up to 6
months for OJEU contracts and even for lower value work, decisions mayohae@pproved by
councillors, which can add months to decision timescales. So don’'t make plans based rpey@mnoe of
commercial decision-making lead-times.

There are some categories of work, such as IT, where you may not evenalerite to bid, because
national framework agreements are already in place and buyers areagedadaruse them. In these cases
you may have no choice but to look for a sub-contracting role — for more orethd.4sbelow.
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2.3 Because the public sector works under strict po licies and
regulations

The public sector has to work under several layers of rules and regsldientral government lays down a
complex set of policy requirements, often linked to financial targetpanalties, and all public sector
procurement is governed by UK law and the European Treaty which prohihiesthietion or distortion of
competition for all public sector procurement, regardless of the vathe oontract. It is the European
Treaty that forbids ‘non-commercial’ consideration ie discritiima

So, as anyone who has tried to bid for work from the public sector can tell youatheréot of hurdles for
suppliers to jump over: 3 years financial accounts, references, inswathdemonstration that you have the
necessary health and safety, equal opportunities, environmental qualitgiaimdjtpolicies.

And the bad news for suppliers is that this will get more onerous, not lesshevaxt few years, as the
modernisation and rationalisation of the procurement activity bringsitvitie ability to monitor and control
adherence to these policies and regulations. We have provided a detaitetbgbiese in 5.4 below.

2.4 Because the public sector is undergoing massive change

The public sector is undergoing massive change and you need to understand what isghappkat front

if you wish to be able to sell to it. Modernisation of their finance @rg/stems and use of web technology
is beginning to allow the sector to focus more resources on front lineesdelicery. It will do this by
freeing up front line staff, taking away and rationalising much of the asim@tive and support activity they
do today, such as procurement, which will, it is envisaged, eventually be undentakienviregional

‘shared back offices’.

Already buyers in many local government offices are buying commodity goods sings@nline from
centrally negotiated contracts with national suppliers and this trehdatliler momentum. Eventually
smaller suppliers will find little work coming their way from the buyiarthe local departments, unless they
are specialist or niche suppliers or have found some other way to gainandusiness locally, possibly as
part of a community project or as sub-contractors to a larger company.

So why bother with the public sector? Read on...
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3. Why bother with the public sector market?

So if it's so hard to break into the public sector market, why bother?

3.1 Because the public sector represents over half of the country’s
business-to-business trade

In fact in some of the more deprived or isolated parts of the country, pultbc gecchasing is by far the
most important economic activity — and in these areas the locdiesupgikely to be more valued and better
able to play a part in providing goods and services to the council, policest\d8ls etc.

3.2 Because the public sector pays reliably

Although working for the public sector often means charging less than a coiansastomer would pay,
you can rely on the organisation to pay its bills. And the perception that pedtiic srganisations are
inefficient and pay late is becoming a thing of the past as systenwviergind 30-day payment terms are
adhered to reasonably well. The increasing use of e-Invoicing and B&C&eaan payment can be even
quicker than this if appropriate.

3.3 Because once you are an established supplier,y  ou have a good
chance of continued business

If you can afford to invest the time and effort in this sector, it can pay offy appliers who have
managed to establish themselves in this market have managed tomaidtgrow their business. It
requires good account management, innovation and continuous improvement hédho$tem from being
close to the customer and helping them address their issues and constraints.

Public sector buyers are rarely professionally trained — procurementdraddw®lved in most public sector
organisations and, until recently, many organisations did not even boast &mp®cumanager. Even in the
larger organisations, procurement managers were rarely qualifiedcandtdiave a place on the board. So
in the past, skilled sales and marketing managers could find good oppesttmitiin and grow their
business with low priced often low quality goods and services.

This is now changing and it is likely that you will now increasingly beinigaith a professionally trained
Procurement Manager for the larger contracts, but for lower value i still the local contracts manager
in the buying department with whom you will need to build the longer-termaeddip.

The ‘cheapest wins’ approach is beginning to be replaced by a more sopisteat value’ set of
decision-making considerations — see 4.3 below — but you will still win monedsssin the public sector, as
everywhere, if you can find ways to provide your goods and services at priezdhaw your competition.
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3.4 Because it should be getting easier to negotiat e the hurdles

The modernisation of public sector procurement may bring a reduction in thermfrsbppliers and a more
competitive market; it may also bring a more demanding regime for amoplto requirements; but it
should also bring some benefits to supplier: greater use of the web will aganazcess to information
and more streamlined paper-free processes for suppliers as well asptsch

There are already signs of standardisation between organisationsniggretqualification and tendering
procedures. Regional collaboration will mean that smaller organisatichsas District Councils will
become part of larger buying consortia and therefore more attractiyeept®$or suppliers. And the public
sector is being allowed to pursue innovative partnership arrangeménfgiwate sector companies to
address areas such as housing stock management, opening up new opportunitiesgia. suppl

Recent government guidelines have also improved the lot of smaller ssippltuding the requirement on
prime contractors to pay sub-contractors promptly and the requiremergrgrpeblic sector organisation to
publish a “Selling to us” section on their website to guide potential supiirersgh their organisation and
rules.

So how do you go about winning public sector business? Read on...
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4. Winning business

So how do you go about winning public sector business? Well, it's not so different fraomaskst:

4.1 Finding your customer

Your first problem is that there are so many potential target orgianisait will take time and effort to pin
down your likely customers. And they are all individual — there is almost nbdkgeneralisation that will
be of any value to developing a sales approach or engaging with them.

However they are all listed in published directories and although findinggtitgperson in the organisation
can be time-consuming, it is relatively easier to contact them and gegtagithan in the private sector. If
you haven't tried selling to this sector you will be surprised by the openngss aflture - most of the
information you need is available on the web or in the phone book and a few phonellcalllgay$ get you
to the right person.

First, take a look at the organisation’s website. There should befpsstes under the heading ‘How to sell
to us’ or something similar. This should identify what the organisation buysgmahetnerships or
outsourced services, where you may need to pursue the partner or prime @onitgactisation.

Councils are always looking to improve the way they provide best valuenadh@munities and this can
mean local companies are given every opportunity to bid for business.

4.2 Understanding your customer

Public sector buyers complain that too many would-be suppliers try to selptoencts and services
without first really understanding their needs.

Most buying in public sector organisations, other than the big contractsatitisnally been undertaken in
the relevant Department by the person directly responsible for de¢jtbe service — ie they are unlikely to
be professional procurement managers. Where framework agreemernteéaveplemented (see 6.2),
usually for cataloguable goods and services such as stationery, &jrpiiating, temporary staff and
photocopiers, the ordering is carried out locally but the contract is placecdmral contracts or
procurement manager

Because they are relatively easy to find, buyers are deluged wigtcaliteand literature, so there is a
reluctance to being ‘sold to’ that will need to be managed down if you aredeeslid o win their business,
you really need to start by finding out more about them and their needs. In the case Alittomdties this
means finding opportunities to meet Councillors (elected members who haemagfland can dictate policy
but do not manage the purchasing process) and Officers (the managers arfubstiafftine work) in non-
sales environments. Luckily there are always functions and open megtingan attend.

For central government and other agencies, it is also important to get taHendecision-makers and
buyers in a non-sales environment but this can be more difficult. Some puebticaganisations holilleet
the Buyer events, but in other cases it's a matter of getting in to see thgeéghplte or inviting them to come
to an event or function that is relevant to their interests.

However you engineer the meeting, ask them about what they buy today and what i, ptaabéheir
problems and perceived risks are and what role a supplier like you cdn fiair being able to provide a
‘Best Value’ service to their ‘customer’ (which may be the commgunitit may be another part of the
organisation).

Look at the Council's website to find out whether they are buying the kind of gndd®evices you offer.

If you are a smaller local company you are unlikely to be considerdaefeupply of the sort of commaodity
items listed above, unless you can add value in a particular way eg speedrmgegspecialist service,
niche items that meet specific needs.
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The areas where you can add value and where Councils are always looking for diopdupmiers include
local delivery of services such as contract cleaning, food supply egegdames, cash collection services
and specialist professional temporary staff eg surveyors, arch#ecial workers and teachers.

Be aware that Council buyers do not appreciate being bombarded with telafialesmailshots advertising
your products or services. They are also sensitive to any approachesittiddecmisinterpreted, which can
even include buying a Council manager a drink (he has to declare it!).

4.3 Providing ‘Best Value’

The term Best Value has precise meaning in the public sector, relativegt@y that the sector delivers
services to the community and gives ‘best value’ to the citizen afmhieer. The Local Government Act
1999 requires Local Authorities to continuously improve the way in which they buy goodsénessend

to choose the option or bid that offers "the optimum combination of whole #fs and benefits to meet the
customer's requirement.”

This impacts on the decision whether put work out to the private sedt@riadior selection of suppliers, the
terms of contract and the basis for measuring the supplier’'s perf@manc

So the decision on what to buy, from which supplier and the process for procyppiigs and work is a lot
more complicated than for a private sector company.

In one important respect, this is very good news for the supplier that sgeksitle added value, not just
the cheapest goods and services. The move to Best Value in 1999 was a cofisditnystiee public sector
to get away from the ‘cheapest wins’ approach that had inevitably led to pody qutiie past. So although
straightforward tenders for the supply of ‘commodity’ products and servieemanally awarded on lowest
price, tenders for more complex or higher value contracts will gepéabwarded using a range of
evaluation criteria, including price and quality.

This is known as the 'most economically advantageous tender' and can amgitideg that enables the
Council to be more efficient, such as:

» total cost of ownership (or ‘whole life’ costing)
» track record of service delivery and quality

» technical capability

» after sales service

* innovative ideas.

Other factors can also play a part in the decision, especially fdrdathorities, such as local economic
development targets, the balance of short-term and long-term costs ant laekethe relative risks of
service failure.

So look at how your product or service offering can be positioned or improvecteheerganisation’s
Best Value needs before you invest in any significant sales and mgr&fftirt. Much of the information
you need should be available on their website.

If it all sounds like a lot of hard work before any prospect of salest is! But if we haven't put you off,
let's move on to the nitty gritty of winning business...
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5. Getting down to it

5.1 Finding out about opportunities

All public sector organisations have been tasked with putting information ekisting and forthcoming
tenders up on their websites by the end of 2004, so that should be your first portttdwaler not all
Local Authorities will achieve this target so you should also look inated,|trade and national press for
Local Authority notices.

There are specialist publications that are commonly used by Local Aigthto advertise their tender
opportunities such as Government Opportunities and Contrax Weekly{geehipcontracts.co.yk

If the contract is above a given value (see 2.2), you will find it adveis¢de OJEU website — the free
service is athttp://ted.publications.eu.int/official/

This is not very easy to use, but there are several commerciaksatat will search the OJEU database for
you and alert you to opportunities. Check whether your Business Link or Chamber of Cerhasan
arrangement to provide this service at a lower cost than you would pay direct.

5.2 Getting considered for work

You may have to go through a pre-qualification stage, submitting answers toiargussd in order to get
on to a preferred supplier list or to be able to bid.

The guestionnaire and procedure for getting onto preferred supplieraitigiseaqualifying to be considered
for below-OJEU work will vary between organisations although thersigns it is becoming more
standardised.

One of the features of the more advanced public sector organisatiomsi@/éhopment of a supplier portal
on their website, where suppliers can put in their details and briefat#sts of their products and services
as well as expressions of interest for specific tenders, so do check.

Failing that, you will need to establish with each organisation what th@ioach is; whether they hold a
preferred supplier list for your category of supply; if not, what minimungpedification requirements are
likely to be expected of suppliers bidding for contracts.

5.3 Complying with public sector requirements

Pre-qualification for public sector business is a significant hurdlelfguppliers and it can be particularly
off-putting the first time you encounter it. No two organisations seem to opleesgame procedure and it
may even vary between Departments within an organisation. So it meanstgoirgh the process afresh
every time you bid for a public sector contract.

However it is not all bad news: there is a positive aspect to be cathiderwe saw, public sector
organisations are not allowed to discriminate in favour of one company oveeaantany grounds other
than pure commercial criteria. However they are allowed to fadthrir terms and conditions and
selection procedures some criteria that would not normally apply in tretgosgctor, such as training and
other ‘best practices’ that mean you are seen to be offering Best Mang .of the pre-qualification
requirements imposed on suppliers can thus be turned into opportunities fooygany to differentiate
itself on criteria other than price alone.

Despite the differences in the detail, most public sector organisatwassimilar pre-qualification
requirements - see the detailed list in 5.4 below - so it is worth enshaingou have found out about them
and, where appropriate, taken the necessary steps in preparation for whereytmuftuanish evidence of
compliance.
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Some organisations operate a system where you are asked at the ‘expraatgoastfstage in bidding for
a contract to tick whether you have the required documents. Proof would tleuired at the later
contract stage if you win the business. Others ask for the documentsiit thnerdlle. It is always best to
overdo it and provide more evidence than the minimum specified in the tegd@ements.

Note that some or all of the requirements may be waived at the discretienoofrttracting manager where
they are not appropriate or place too onerous a burden on the supplier. Don’t dbisittbough — they are
laid down in the organisation’s policies and more often than not manageapplyl them religiously,
irrespective of whether they are appropriate!

5.4 Typical requirements

a) Questions about finance/probity/insurance
» Details of incorporation

» Financial statements/company trading accounts typically a minimum of 3 years accounts is
required

e Customer/trade references

* Insurance - public liability, employers liability and, where appropriate, professimumnity
insurance cover — the required levels of each will vary between orgamésat

b) Policy Statements

There are fairly standard formats for each of these — useful lialdetailed below. In all cases your local
Business link is a good starting point for more information and assistance

» Health and safety policy- Any company with more than 5 employees is legally obliged to possess a
comprehensive health and safety policy. Sole traders may be required tthahthey have assessed
Health and Safety risks. For a free guide, including two ready-made sdbamnt forms for a risk
assessment and a health and safety policy, go to:

http://www.hse.gov.uk/smallbusinesses/index.htm

» Equal opportunities policy — extensive guidance can be found online from the Equal Opportunities
Commission on the legal requirements for:
- equal pay
- sex discrimination
- race relations

disability discrimination
employment equality
maternity and paternity law

Download their guide at:
http://www.eoc.org.uk/cseng/advice/eo_is_your_business _too_gb.pdf
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» Environmental Policy — We are all aware of the need to manage the impact we have on the
environment. In business this can include:

— Hazardous materials Energy conservation
— Waste disposal and recycling — Water conservation
(packaging, products, Noise pollution
manufacturing waste etc) - Transport pollution and congestion

In larger organisations, environmental management systems have becomepaedaeart of good
business practice. Smaller companies may not have recognised thévasti® the way they do
business but an environmental management policy can be no more than a sittesleaacbunt of
how you handle those day-to-day activities that have an impact on theneneirt and a set of
goals to improve.

You can find out more on the Environmental Agency’s website:
http://www.environment-agency.gov.uk/netregs/?lang=_e

The recognised standard for environmental management is BS 8555. You carhelgaiadé on
how to implement a BS 8555 environmental management system from BSI at:
http://www.bsi-global.com/Environmental/Management/bs8555.xalter

It describes a six-phase incremental approach to implementing BS 83555addsgnidance on
the environmental criteria being set by public sector and major prizetier ®rganisations in their
contract tenders. However, the document costs £86, so before buying it, do contact ymasBus
Link first to see if they have a copy you can look at.

e Quality system— the European standard for quality management is ISO 9000 (a qualiigatertif
shows it as ISO 9001) and this is widely used across all UK industry sectoosy smgnpetitors may
well be registered. Apart from the intrinsic benefits from improvedityuabving this certificate is a
definite plus when it comes to winning public sector business. You can find caifrmior BSI at:

http://www.bsi-global.com/Global/iso9000.xalter

However BSI's document charges start at £100 and the CD-ROM ‘kit’ is over £80QGmight
wish to have a look at ‘ISO 9000 for Small Business, 2nd edition’ a book by Rakefri
published by Butterworth-Heinemann. This is a good guide to help you draw up a qualitygpla
will meet the requirements of most councils and it only costs £19.99.

The government uses PRINCE2 as its project management methodology asis ifdt@vant to
your business, you may need to have PRINCE-qualified project managers. Firat®anm
http://www.ogc.gov.uk/prince/about_p2/about_intro.htm#ogc_p2

e Training Policy — Local Councils have started to look for suppliers who operate a training
programme for their staff as part of the Councils’ remit to improuésskitheir local community and
in order to ensure they are working with suppliers that take Continuousvenpent seriously and
will therefore provide Best Value. The latter motive may also ajppbytter public sector
organisations. If you already offer training and self-improvement oppaesihit your staff, make
sure that this is documented as a company policy. If you don’t, consider whetbatd improve
your chances of gaining public sector business.

In addition to these policy statements, you may have to furnish evidence atgtiahif relevant to the
specific area of supply, for example IT skills, professional qudiificg, certificates, police checks...

5.5 Are you e-Ready?

All UK public sector organisations have been set deadlines by goverromeetting up e-procurement
systems that will allow them to trade electronically with theipdiers. Some are further advanced than
others, but they will all be looking to their suppliers to be able to tendbuiness, take orders, provide
invoices and accept payment, using email and the Web.
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It used to cost quite a lot to set up a website with an e-commercelitapab with the features to let your
customers find, order and pay for goods or services online. Well, not any moreafhereommerce
providers that will provide easy-to-use online facilities very cheaptiyeven setting up a merchant account
to take the Government Procurement Card (a form of corporate credit canddiber purchases) has come
down in price.

It has also become much cheaper to move to Broadband, with several serviderpraiering good deals.
This is useful as it gives you an online-all-the-time service lwitieans no more dialling up and connecting.
It is also quite a lot faster which is important when you have to ‘uploddbamload’ documents — more of
which later.

Some public sector organisations have got together to set up electeskétptaces, where suppliers publish
catalogues of the goods or services under contract, for staff to ‘click andridung. Others are happy to use
the suppliers’ own websites, usually with special access to contract-pacesility most e-commerce
systems can accommodate nowadays.

For complex goods and services, online catalogues may not be an appropriate agwy tautrthere are
other aspects of e-procurement that still apply:

* An electronicRequest for Quotecomes into the supplier as an email request and requires an emailed
response, sometimes with a standard form that needs to be completadiauad is an attachment.

» An electronicPurchase Orderwill also come into the supplier as an email, possibly with documents
such as terms and conditions attached, in Word or Acrobat pdf format. When you seeichgibur
agreeing to the order, that exchange of emails may be accepted as@ tmmaver-value orders.

In other cases an old-fashioned paper contract will need to be signed.

» If you are asked to provide an electroimgoice, this can be output from many of the most popular
accounts packages as an email instead of a printed document, providedleyan bp-to-date
version. That saves you time and effort as well as the customer, spbemaorth looking at the
relatively small cost of updating your system.

* e-Paymentsare usually via BACS — that is an electronic transfer of funds intobank or building
society. No special software is needed at your end — you simply tell the Cgaurciiort code and
account details - but you might want to think about getting online access to wauadsaunt to pay
your bills that way too.

» e-Tendering— The supplier usually receives an email notice to go to a websitektogpthe tender
forms and documents and submits his bid by going back to the website to ‘upload’ thetedmpl
tender. Both procedures are simple and quick to do, especially if you have Broadbamedtedious
for larger document files if you are still on dial-up.

* e-Auctionsare occasionally used by larger public sector organisations or buyingt@tsor
purchase bulk items such as paper or call-off contracts for consultanog-atisgion is usually a
‘reverse auction’ (lowest bid wins) to decide between a number of péwmiaiers who have
already submitted bids and where all other factors apart from priegbleawn factored into the
ranking. No special software is required by the supplier to particigase access to the auction
website - but it is vital to have familarised yourself with the proaadshave done the necessary
preparation so that you know exactly how low you can bid without undermining your business

» e-Contract Managementsystems automate the linked processes of supplier selection, tendering
handling and evaluation, awarding the contract, monitoring performance aimjfbadk to the
supplier. This is where public sector organisations should be focusimgs &sthe only way they
will be able to improve the speed and consistency of their procurefremvvices (85% of their
spend) but the technology is in its infancy and it will be some time befose suppliers encounter
such systems. When they do, there will be benefits in the improved response frostaheec, but
as always this will come with a more rigorous requirement for infoomati be provided promptly
and using pre-defined forms.
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6. The process

6.1 Tendering for business

Every public sector organisation has laid-down Standing Orders (rulespfaging their tendering
processes — we have discussed the different levels of spend and fomaftyThese are different in each
case but will share a number of common characteristics. They va#elti to achieve Best Value (see 4.3)
and there will be a set of minimum corporate governance rules thasthayer to follow. These Standing
Orders are the legal basis for Officers and Councillors to make thé&raescand award contracts.

If a contract to be tendered exceeds the fixed amount laid down by the Eut{gufi&4,000 for products
and services or £3.86 million for works), it must be advertised in thei@ffcurnal of the European Union
(OJEU) —see 5.1.

There are three types of OJEU notice:

Prior Indicative Notice — public sector organisations are required to publish their programme OflE\J &
contracts that they plan to tender during the financial year — of coursepstimee may not reach tender
stage for one reason or another, but this forward notice can be a venriggdulto start your marketing
activity.

The Contract Noticeis the advert, written to a standard format laid down in the EU Procurementizgs,
which seeks tenders or, usually, applicants to a select list of temétara contract. This is where you will
have to show that you comply with the Council’s pre-qualification requirememesCduncil will usually
select a few potential suppliers and ask them to go on to submit a full tender.

The Award Notice - The regulations also require Councils to put an Award notice in the Odfitdystho
has won the contract — a useful source of information if you are looking faosttact opportunities.

If the tender falls below the OJEU limits, an Invitation to Tenday be published or simply sent to selected
companies. Your marketing activity should ensure that you know about rel@yamtumities before they
arise and that you are on the list of interested suppliers. All publior sEganisations are supposed to be
publishing their tender notices online but not all have got to the stage lolar value tenders are included
in this.

Above a certain value, which is different for each contracting orgamséhe tender may require a pre-
gualification stage in the same way as for OJEU tenders, where you aompkdtof pre-formulated
documents. If you are short-listed from this initial exercise, you will theasked to submit a fully specified
bid.

If the value of the contract is below this level, the organisatiimaimally be required to obtain 3 written
quotes — short tender responses which may still need to include the type gfandéafinancial information
described in 5.4.

In any case, before you develop your response, do avail yourselves of the oppartasitguestions and
discuss specific aspects with the contracting authority. In formalrterdecises they are required to publish
the answers, so your competitors get to see them too, but it can clarifyasdussp you put together a
relevant bid — or decide not to bother! This is particularly importaheike is an incumbent supplier and
you have the feeling that you may be being asked to bid simply to allow the buyer to cotinphewilles.
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6.2 Contract types

The public sector buys a very wide range of products, services and worksyprag,aso contracts can
range in value from a few hundred pounds to tens of millions. There agenthie types of contract:

For one-off purchases or simple services above the Discretionarydéfesient for each Council — see 2.2),
buyers will normally ask for informal quotes and awafpat Contract, often simply a set of terms and
conditions attached to the Purchase Order. Increasingly they are being ersttmgrgep such small
purchases together into a Framework Agreement.

A Framework Agreement provides an agreed set of terms within which buyers across the Counciypr gr
of Councils) can place orders, thus enabling them to buy on more advantagesud ber agreement will
include an indication of the anticipated quantities of goods and servicé®deoper the period of the
agreement, and the prices and other terms and conditions that willdpmptybuyers place orders. Note that
a Framework Agreement is not in itself a contract to supply — buydrsontinue to use Purchase Orders to
place orders and these are the contractual documents.

That is the main difference between a Framework Agreement @ali-aff Contract, which is a legally
binding contract for the supply of a specific quantity of goods or services gierratime period (although
these also may be allowed to vary within limits under the terms of the enBayers simply call off the
goods and services they require, usually to a delivery schedule inclutiedciontract.

These three types of contract are used to buy goods and services awtosdshof categories of spend so it
should be no surprise that they vary quite a lot in their detailed termsmaditians.

6.3 Buying consortia

The public sector has traditionally worked together, informally and esudt of historical links (for
example, relationships dating back to old political boundaries or organsgis well as in ‘clusters’, led
often by one organisation or individual and evolved over the years into a gropestituted legal entity,
such as the Central Buying Consortium, which has over 20 local authority membeekent County
Council-led Kent Connections, which includes all Kent councils.

Some of these simply negotiate and let contracts on behalf of their meothers have taken on additional
roles such as leading the move to shared back-office administrative furasitbosllaborating to achieve
efficiency across a region. Most consortia operate across a speoifiraghic area and most draw their
membership from the sector from which they arose, such as local ausharitiehools. However many have
extended their reach quite aggressively and may now be used by other putdtiorggatisations.

Buying consortia are an important part of the public sector procuremeptateryou should find out which
buying consortia operate in your area. If you are selling to a particular sajanj find out whether they are
using a buying consortium for the products and services you offer.

Selling to a buying consortium is not much different from selling directlyygpablic sector organisation
except that they only set up contracts and framework agreements whettethtédy & shared need or are
asked to do so by their members, so you should make sure that you are awareamhiiogtbontract
opportunities but it is unlikely that you can influence their behaviour iietiag.

6.4 Sub-contracting and collaborating

Suppliers are likely to find that the move to e-procurement and aggregatian\aillee, high volume
categories of public sector spend will mean fewer, higher value opparsumdcision-making will
increasingly be centralised and selling directly to local departmieg®aind service units will become less
fruitful. This will favour larger suppliers who can offer bulk pricing alné lbgistics to provide better
service across a wider area. In these market conditions, you need to respond by
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» Establishing how far your customer (or potential customer) has gone immisiuig their
procurement and judge your position accordingly

» building relationships with the larger suppliers and offering your goodseanites as a sub-
contractor

» considering how else you can improve your competitiveness, such as developiogstgja with
other smaller suppliers to form consortium to bid collaboratively for specihtracts.

Local authorities will look favourably upon their local companies takingipesction to win business.
Within the constraints of Best Value and the EC and Fair Competitias) thiy are usually interested
in being seen to be helping their local economy. You should approach them for irdararatipossibly
even assistance.

6.5 Being awarded the contract

It takes a public sector organisation much longer to award contracts than yduewpett, so if you have
not heard the outcome from a tender exercise, don’'t assume you have lost. Hheg\ae nhot always
very good at notifying those that did not win the business, so do check regularly.

6.6 What you can do if you don’t win the business

Public Sector organisations are required to offer constructive fdettbaappliers who compete for
contracts, whether they win the business or not, in order to help them toatdrb#ie future. From January
2005 the Freedom of Information Act also comes into force, requiring public hodle®w open their
records to the press and public.

So if you did not get the contract you thought you had a good chance of winning, you can go back to the
Local Authority and ask for a debriefing, which should include informatimugthe criteria used to

evaluate the bids and in which areas your bid fell short of the winning terssat well, this opportunity

will enable you to keep yourselves visible to the buyers and improve youfaffature bids.

6.7 Contract terms and conditions

This guide cannot go into the complex legal and commercial issues yoeedlto address but suffice it to
say that unless you are a major corporation, you will have little say irnrthe aed conditions imposed by
the contracting organisation. There may be circumstances where you caateegbetter set of terms —
particularly where the standard terms have been used and are not relgaamtcontract. If in doubt
always ask, but don’t expect that the organisation will act quicklynsildg — their legal departments are
notorious for long, protracted decision-making and very conservative attitndasness, unless there is
legally tested and accepted precedent for non-standard terms, tkey thaty to protect their organisation —
and the tax-payer — from risk.

6.8 Monitoring performance — KPIs

KPI = Key Performance Indicators. These are measures of deliveoyrparice that are agreed as part of the
contract and used to assess whether you are giving the contracting digyamedae for money. For larger,
formally managed contracts, you will be expected to keep track of thedeegrfdrim the basis for regular
contract reviews.

Most public sector organisations have the resources to activelyyenanly their larger contracts so you

may find that your delivery performance is not formally monitored @ssesl during or after the contract. In
such cases it is worth setting up regular client meetings where you ate hfjhlight any issues and
hopefully demonstrate the excellence of your performance againgereguis — taking the initiative to
create a good customer relationship. Just because public sector lmugetsréhnage their contracts does not
mean they will not be influenced by positive or negative feedback whemés to renewal — and you want
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to be actively managing that feedback as far as possible. Informal feedioacs usually when things go
wrong, which can distort a customer’s perception of you.

Public sector management of contracts will become more efficient dridoide lower-value contracts as
the processes are modernised. Online contract management systemsggpéddied in a number of
organisations today and the improvement in efficiency is significantese ihno doubt that this will
eventually be taken up across the sector. However, it will take sggara and you may not be affected by
this change in the short term.

6.9 Invoicing and payment

All Local Authorities have a payment policy which states that theypaiflwithin mutually agreed terms or
within 30 days if such terms do not exist. Note that the time will start the date the Council receives your
invoice (so do make sure you are prompt in sending this in) or, if you are invimi@dgance, from the
satisfactory receipt (signed-off by the buyer) of the products oicesrif the Council wishes to dispute
your invoice, they must contact you promptly.

Some Councils are moving to systems that will accept invoices vihamamost are using BACS to make
payments — see 5.5.

For low value purchases, including from an online catalogue, Councils areibgdmadopt a Government
Purchasing Card, which is a corporate Visa credit card. You treatttieese@me as any credit card but you
may have to be accredited by the Council procurement manager befostatieire authorised to use it
with you.

7. Retaining business and acquiring more business

Once you are an established supplier to a public sector organisation of buyimigigomgour chances of
retaining their business and being picked by other organisations is highdgqutr that you carry out the
necessary marketing work, of course!

» Establish excellent relationships with your buyer/s emdusers, build their trust and loyalty.

» Keep abreast of changes in the organisation’s priorities, structurebtichp'flavour’ and future
budgets — all these will shift and change over quite short periods. Budgdis cefocused or taken
away at very short notice.

e Put forward innovative ideas and offer opportunities for your customepiove their own
performance and/or reduce their risk — these will establish your raléstaategic partner’ rather
than just a supplier.

e Use the relationship to provide you with marketing collateral that you canitisether
organisations. Public sector managers will often talk to their contasesghbouring organisations
or via their peer group networks to find out whether you are seen as ebsafehcourage this —
give the name of your primary contact to prospective clients.

If your company is involved in a project, you will be aware that most publiorgejects are enabled by
‘external’ funding which may come from many different sources, UK and Eunoppbase are often secured
at the last minute and in seemingly random ways! One ‘guru’ in thisrgeétmmous for his single piece of
advice: “follow the money”- make sure you know where potential and rerfiemgihg is coming from and
what is happening in those source organisations to shift priorities.

As for any sector, you will be offered many opportunities to be seen at evenihitioms. These can be
expensive and are often not worthwhile. Consider other, more targeted maakdiiity, such as inviting
clients to seminars (which you might be able to run with a few other sig)piihich might provide a better
return on investment. However, if you are looking to expand your market shaie pi¢ émportant to be
seen as a key player.
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