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BEST VALUE REVIEW OF PROCUREMENT CONTRACTS 
 
Report by Chief Executive 

 
PURPOSE OF REPORT To inform the Comhairle of the completion of the Best 

Value Service Review of Procurement Contracts. 
 

COMPETENCE 
 
1.1 There are no legal, financial or other constraints to the recommendation being 

implemented. There are no equality issues associated with this Report. 
 

BACKGROUND 
 
2.1 In June 2011 the Comhairle approved the scope for the Best Value Review of 

Procurement Contracts. The Best Value Review for Procurement Contracts has now 
been completed. 

 
2.2 The Review noted that the Comhairle has now achieved conformance in its 

procurement activities and there is a commitment to year on year improvement which 
have been demonstrated by the Procurement Capability Assessment scores and 
development of Action Plans. 

 
2.3 The Best Value Review highlighted a number of areas of concern which included 

better management information; improved review mechanisms; greater level of 
strategic input; move towards sustainable procurement and more transparency and 
engagement. From this a series of recommendations were drawn up based on the 
areas of weakness and concerns identified throughout the Review.  

 
2.4 A draft report was issued to the key Officers within the Finance and Corporate 

Resources Department and the Chief Executive’s Department for independent 
scrutiny.  The draft report was also made available to the Recognised Trade Union 
representatives for comments. 

 
 
 
 RECOMMENDATION 
 
3.1  It is recommended that Comhairle note the completion of the Best Value 

Review of Procurement, on the basis that the Director of Finance and Corporate 
Resources will submit an improvement plan based on the recommendations 
contained within the Review to a future meeting of the Comhairle. 

 
 
 Contact Officer Darren Hudson Ext:  211240   
  
  

Appendix 1 Executive Summary of the Best Value Review of Procurement 
Contracts 



Appendix 1 
 

Executive Summary 
 
 

1.1 This Best Value Review aimed to evaluate Procurement Contracts across the Comhairle. 

The review sought to examine current policies, processes and procedures including 

existing contract agreements. 

 

1.2 The Procurement Section forms part of the Exchequer and Central Services within the 

Finance and Corporate Resources Department and provides procurement advice and 

support to all departments.  The Procurement Section is also responsible for the 

negotiation of contracts on the Comhairle’s behalf. The Comhairle spends over £50m on 

goods and services and from over 4,000 different suppliers. 

 

1.3 In common with other local authorities, the Comahirle uses a combination of directly 

employed staff and external contractors to provide its services. Many core functions 

including refuse collection, street cleansing, care at home and financial and revenue 

services remain in-house, but other services have been outsourced. Services which have 

been externally contracted would have been put through a procurement and tendering 

exercise. 

 

1.4 As well as the contracts the procurement process itself requires resources to ensure that 

it meets a number of requirements (legal, compliance, value for money). The major 

resource in most cases will be officer time. This will be used to assess markets, prepare 

tender and contract documents, evaluating tenders, and handle any changeover between 

contractors. Technical, legal and financial advice may be required to assist in these 

tasks. In addition, financial resources expenses such as advertising and printing may be 

involved, as well as external consultancy advice where appropriate. 

 

1.5 Successful procurement contract management relies on a combination of many factors 

but the overriding principle is to provide value for money and this is more likely to be 

achieved through:  

 

• Accurate assessment of the service requirement 

• Good supplier selection procedures 

• Clear output based specifications 

• Well written and clearly defined contracts 

• Planned active relationship management 

• Clear roles and responsibilities 



• Appropriate user behaviour 

• Reduction and control of risk 

• Objective measurement of the contract performance 

• Management of change 

• A mechanism for demonstrating continuous improvement in the service 

• Good management of performance shortfalls 

• Reliable cost control and payment mechanisms 

 

1.6 The Comhairle’s Procurement is measured through the Procurement Capability 

Assessment (PCA). In the first two PCA’s the Comhairle scored under 25% (the Scottish 

average was 34%) which is the score required to achieve conformance. In the most 

recent PCA for 2011 the Comhairle achieved a score of 29% to make it conforming and it 

remains the highest rating of the island authorities.  

 

1.7 The Comhairle has approved a PCA Action Plan which aims to build on the 

improvements shown in the 2011 assessment. One of the recurring themes both from the 

PCA and this Review is the provision of management information.  

 

1.6 At present there remain difficulties in identifying and calculating efficiency savings. It is 

noted that once the e-Procurement system has been in operation for a period of over 12 

months it will be able to generate the management information required to identify areas 

of weakness and concern. The Internal Audit section will, in early 2012, undertake a 

review of the e-Procurement systems. 

 

1.7 As a result it is not possible to fully identify non-contract spend v contract spend. This 

information is necessary in order to assess what level of procurement is being spent on 

suppliers with whom the Comhairle has no contract. The information is also vital to 

identify and calculate any potential efficiency savings. 

 

1.8 While it is preferable for the Comhairle to aggregate its spending and reduce the number 

of suppliers it uses (this reduces the administrative burden also) there is a balance to be 

struck. This balance is between rationalising the supplier numbers while at the same time 

keeping the supplier base open and competitive. The Comhairle has also recognised the 

need to attract small-medium enterprises and the importance that plays in realising 

community benefits. 

 

1.9 If the Comhairle has improved spend data it can analyse areas where spend can be 

aggregated i.e. are different departments making similar ad-hoc purchases which could 

achieve a better value if the Comhairle had a contracted supplier. 



 

1.10 It is also the case that by having performance reports for departments, service managers 

will be able to have better control and analysis of the procurement spend for their section. 

 

1.11 By identifying areas of spend which are off-contract and which could be purchased 

through a contracted supplier is an important area as this is where efficiencies can be 

delivered. By putting in place such agreements/buying through contract the Comhairle 

can benefit from: 

 

• Better prices and rates 

• Increased levels of service 

• Increased levels of legal, health and safety and risk coverage as the contarcys will 

have a standard set of conditions  

• Reduces time spent procuring goods and services 

 

1.12 There are perceptions that this does not always deliver the best price and while this may 

be true in a one off instance, the Comhairle, by identifying a need for particular product 

will be able to negotiate a better price for it over the long term and through a contract. 

 

1.13 Having better management information will also help the Comhairle inform on ‘make or 

buy’ decisions. The recent decision to take the Corporate Travel booking process in-

house has resulted in efficiency savings. The question of whether to out-source or go 

with an in-house provider should also be backed up by a Corporate Strategy in this area 

which can set the framework for these decisions. This will provide a consistent approach 

for the Comhairle in this area. 

 

1.14 In the tender process the Comhairle has had a number of high profile events in this area 

which have led to either litigation or having to go put the contracts through a re-tendering 

exercise. There is scope in this area for contracts to be identified as high value/high risk 

and having a higher level of strategic input from the start and that the key officers 

involved are trained so that they can minimise and manage the risks involved.  

 

1.15 There is a balance to be struck between achieving Best Value which can be achieved 

trough aggregation of contracts and breaking down contracts into different Lots which will 

allow small-medium enterprises the opportunity to bid for such contracts. There are a 

number of routes which could be taken away from the traditional method of procurement: 

 

 



Framework Agreements  

 

Framework agreements are becoming more commonplace in the Public Sector. If the 

Comhairle were to enter into a framework agreement (over a period of, for example, four 

years) if competitively procured and evaluated on both quality and price, it could provide 

opportunities for improving quality and value for money. It could also give the Comhairle 

the flexibility to award ‘tasks’ to more than one service provider, without any guarantee of 

future work. This will ensure that the Comhairle is not tied into any commitment that could 

impact on any future asset management decisions. The concern with this approach is 

that without any guarantee of work it may discourage small-medium contractors from 

applying 

 

It does however remove the issue of operating an ad-hoc process. This could mean there 

is a risk of non-compliance and challenge, inflated rates paid for services, large number 

of suppliers used, inconsistency in service and quality and reduced control over support 

of local suppliers. 

 

Re-tender Clauses 

 

Re-tender clauses can be used in major or aggregated contracts to generate 

opportunities for small-medium enterprises. A re-tender clause requires the successful 

contractor to re-tender certain elements within that contract in such a manner that would 

be accessible to small-medium enterprises. 

  

Smaller Lots  

 

Splitting a contract into smaller Lots will encourage bids from small-medium enterprises. 

It is also likely that by having smaller Lots it will encourage more competition between 

suppliers. There is a risk that by not aggregating the contract it may not achieve Best 

Value, although aggregating contracts does not always deliver the lowest cost in all 

cases. 

 

1.16 It is important that for each procurement exercise the best approach to market is 

identified.  For instance it may not be appropriate to insist on a re-tender clause where it 

is evident that there are no local contractors available who would be able to carry out the 

work. It should be identified at the outset during the business case and with the help of 

the Procurement Section the best route to market can be taken. Having a Community 

Benefit Clause is not always appropriate in each instance but the Comhairle should seek 

to embed a culture sustainable procurement across the authority. 

 



1.17 The Comhairle is finalising a Sustainable Procurement Strategy. It is also noted that in 

the lifetime of the current Scottish Parliament a Sustainable Procurement Bill will be put 

before it. It is also likely that later in 2012 the Scottish Government will announce its new 

Equality Duties for the Public Sector and it is anticipated that there will be a Procurement 

element to those duties. 

 

1.18 The Comhairle has scope to improve its supplier engagement and increase transparency. 

There is potential for a ‘Meet the Buyer’ event and also improve the range of information 

available on the website. 

 

1.19 The Comhairle has recently developed a Contracts Register which list contracts held by 

the Comhairle and their value. 

 

1.20 It was noted that not all contracts have been captured on the Register, particularly in the 

area of IT related contracts. Given that many of these contracts will be of high value it is 

important that this information is recorded. There is an area of risk that contracts may be 

renewed as a matter of course rather than be put through a tendering exercise, which 

may be a non-compliance issue. It is recommended that this information be captured as 

soon as possible. While there are many advantages in allowing the ICT contracts to 

rollover (no need for training on new systems or compatibility issues) the Comhairle runs 

a risk of non-compliance if they are continually renewed as a matter of course. There is 

also a risk that the Comhairle of not getting Best Value by not putting these contracts 

through a regular procurement exercise. 

 

1.21 In order to assist the departments placing a trigger date against the contracts could 

ensure that responsible officers can start a new tendering process in a timely manner. 

Triggers should also be put into place to ensure that there are regular reviews put in 

place to monitor contractor performance. In order to increase transparency and reduce 

financial and reputational risks the Comhairle should also consider adding the use of 

consultants to the register to have a central record of activity and expenditure in this area. 

 

1.20 There is also scope for the Departments holding a post-procurement review in order to 

inform them of any lessons learned. 

 

 
 

 

 

 



Conclusions 
 

• The Procurement Section has made year on year improvements under the 

Procurement Capability Assessment scores. This has seen the section move from 

non-conforming to conforming in the space of two years. 

 

• The Comhairle has rolled out its e-Procurement system with relative ease. Users find 

the system easy to use and understand. The Comhairle is also committed to the 

electronic tendering process although some potential suppliers and contractors still 

return by post. 

 

• The Comhairle needs to make better use of management information to inform 

buying decisions. The Comhairle can use this information to plan spending and get 

better deals from suppliers. To support, manage and measure the performance of 

procurement expenditure the Comhairle needs to have reliable information on its 

procurement spending and supplier performance. It is considered good practice to 

hold information on: 

 

How much is spent with suppliers on what goods and services. 

• The number of suppliers and its profile of expenditure with them. 

• Information about the supply chain. 

• Transaction costs. 

• Estimates of off-contract and whether any retrospective Purchase Orders are    

raised. 

 
Recommendations 

 

Based on the areas of weakness and concerns identified throughout the Review several 

recommendations for improvements have been identified as outlined below: 

 

• The Comhairle needs to develop a suite of regular reports to review, monitor and 

inform procurement of certain areas such as off-contract expenditure. The reports 

can also identify areas where departments are spending individually but which would 

be beneficial if they were aggregated. 

 

• The Comhairle needs to examine areas where there are areas of ad-hoc expenditure 

and seek to formalise these through framework agreements. 



 

• Off contract expenditure should be reduced where possible in order to allow the 

Comhairle to maximise value in the long term.  

 

• Prior to contracts expiring systems should be put in place to trigger processes to 

review the requirements again. This should include reviewing whether the 

requirements have changed e.g. has technology moved on, have statutory 

requirements changed etc. The trigger should be activated months prior to the 

procurement exercise. 

 

• The Comhairle should also consider implementing a review process after a major 

procurement exercise has been completed. This should take into account whether 

the procurement process achieved its desired outcomes and whether it achieved 

value for money. This information should be used to inform future procurement 

exercises.  

 

• The Comhairle, as part of a process of improving transparency and making it easier 

to do business with the Comhairle, should consider increasing engagement with 

suppliers. This can take a number of forms but a number of one-off events could 

assist a number of small-medium enterprises, charities and Third Sector 

organisations understand what is a daunting process. During the events it could be 

explained what tender documentation looks like, how and where opportunities are 

advertised. The Comhairle website should be updated to reflect this and have more 

information available to suppliers. 

 

• To continue the theme of transparency within the procurement process the Comhairle 

should publish the Contracts Register for all contracts above a minimum threshold. 

This will illustrate where the Comhairle is spending its money and also demonstrate 

the level of business the Comhairle undertake in order to deliver its services. 

 
• As part of the Sustainable Procurement Strategy the Comhairle should ensure that, 

where appropriate, Community Benefit clauses such as apprenticeship schemes 

should be developed at the Business Case stage rather than added as part of the 

procurement process. The clauses should be embedded to become part of the 

organisational culture so it becomes part of the procurement process. 

 

• The Comhairle needs to develop a Corporate Strategy for outsourcing (make or buy) 

decisions.  



 

• Contracts which are considered high value/high risk should be incorporated into the 

Risk Management process and have strategic input from the outset.  

 

1.21 The overall conclusion is that the Comhairle has adopted a number of good procurement 

practices to significantly improve the way it buys goods and services to deliver better 

value for money from procurement. There are still areas where the Comhairle could 

enhance the opportunities to deliver better value for money and a number of high 

risk/high value contracts require a greater level of strategic input from the initial 

identification of the requirement.  

 

1.22 The Procurement section is to be commended on its year on year improvement in its 

Procurement Capability Assessment score, with a move from 15% to 29% (conformance) 

in two years. With a combination of better management information reporting to identify 

areas of concern, increasing the scope for aggregating contracts, increased supplier 

engagement, improving transparency and moving towards a sustainable procurement 

policy the Comhairle has an opportunity to improve efficiencies and increase the 

opportunities for local suppliers. 
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