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Cabinet Office Minister’s speech to

Supplier Summit

Cabinet Office Minister Francis Maude delivered the following speech

to a Supplier Summit on 1 December 2010.

Introduction

| want to mark the beginning of a new approach to supplier relations in
government. A new working partnership.

| know in the past you may have perceived government as chaotic,
bureaucratic and inconsistent. You will have had to deal with contracts where
the specification changed ten times before you were through, where your
employees were man-marked by civil servants and where the individuals you
were working with constantly changed. You will all have experienced
procurements which seemed to go on forever, cost millions of pounds and
took countless hours of your employees’ time and energy. | know how
frustrating this all was and | can promise you here today that we will do things
differently.

But there will also be things we expect from you.

Government will no longer offer the easy margins of the past. We will
open up the market to smaller suppliers and mutuals and we will expect
you to partner with them as equals, not as subordinates. The days of the
mega IT contracts are over; we will need you to rethink the way you
approach projects, making them smaller, off the shelf and open source
where possible. We will expect you to be transparent in all your dealings
with us and for the terms of the contracts we sign with you to go up
online.

In this context there are three specific issues that we want to talk to you
about in this session:

¢ We want to identify what aspects of the procurement process should
be targeted to make the purchase of services much quicker, cheaper
and better.

¢ We want to identify what central government needs to do to ensure
that it is an effective 'single customer' for services.

e We want to discuss how you can be involved in supporting our
initiatives in respect of SMEs and Mutuals / Joint Ventures.

Before we start | want to outline to you work we already have under way,
which you can feed into and discuss further during the session today.

Activity already under way

Procurement:

For the first time we are starting to put together some proper data on the
costs and timings of procurement. Most of it is horrifying. With thanks to
many of the supplier organisations attending today, we are now starkly aware
of the real cost to businesses of government’s procurement practices. Bid
costs range from £20k to £200k for every month spent doing procurement

and public sector procurements take on average twice as long as the
equivalent exercise in the private sector to complete. Procurements are
taking around 77 weeks, sometimes even longer, from OJEU to Award with
additional weeks spent up-front going through the hoops of departmental
and Treasury/Cabinet Office approvals. This is just wasted time and money
on both sides of the equation and it is something we urgently need to
address.

We have also found some 6000 pages of guidance on procurement within
government. This is at the root of much of the bureaucracy, duplication and
confusion in this area.

We are already working to address this. The Efficiency and Reform Group
(ERG) is working in partnership with industry (Unipart’s Expert Practices team
and Intellect) to try to tackle the issues present in procurement. The outcomes
of our meeting today will feed into this programme. This will be incorporated
into the six-week Lean Study | commissioned to identify wasteful practices
and unnecessary complexity in the procurement process, which is nearing
completion.

The outcomes of this review will be implemented via Pathfinder
Procurement Projects during the first quarter of 2011. Timescales, costs and
quality will be measured throughout these Pathfinders, forming the baseline
for future procurements.

Acting as a single customer:

We are building on the success of the lead negotiator model used during
contract renegotiations and are establishing a network of Crown Commercial
Representatives (CCRs). CCRs will be senior people drawn from central
government departments and the private sector.

The CCRs will work with a central analytical team tasked with preparing for
engagement with key suppliers. Key suppliers will comprise incumbents and
new entrants.

CCRs will lead the strategic engagement with key suppliers and will work
with suppliers to reduce the cost of providing services, while reconfiguring
services to make them better. CCRs and the analytical team will co-ordinate
engagement with suppliers on key commercial and pan-departmental issues
and opportunities.

The CCRs and the analytical team will prepare cross-government project
pipeline data to be discussed with suppliers in the new year. This should allow
for better planning on both sides and reduced costs.

Mutuals / JVs / SMEs:

While the cost of individual services must be reduced, suppliers have the
opportunity to work with government to increase the number and scope of
services undertaken outside of the traditional public sector model.



Cabinet Office Minister’s speech to Supplier Summit

We need key suppliers to embrace the new commercial models, such as
mutuals and joint ventures, which will sit alongside traditional outsourcing,
as viable options for moving the delivery of services out of the public sector.

Greater employee participation in the management and -
where appropriate — the ownership of public service delivery is something
we believe in and are determined to make happen. We would encourage
you to support these fledgling mutuals, providing your experience and
advice and forming joint ventures where possible.

There are a number of case studies which show that these types of
partnerships work and we would like to see this replicated across the
public sector. GSTS Pathology, formed in 2009, is an example of how
joint ventures can successfully work. GSTS Pathology was set up as
a 50:50 joint venture between Guy’s and St Thomas’ NHS Foundation
Trust and Serco Plc. The business was established to transform the
way pathology services are provided by focusing on innovation,
quality and service and to set new standards in patient care. Since
then, King’s Hospital has entered the joint venture. It is a new
business that represents a new way of providing pathology services.

| would urge you to contact my team to register your interest in these
types of ventures and, where you see opportunities for partnerships, to
approach civil servants directly.

My final word is about SMEs. You will know that a crucial part of
our agenda is to involve SMEs in more government contracts. Many
of you work in partnership with SMEs at the moment and more are
involved with them in your supply chains; | would urge you to think
about ways you can expand your partnership working with them.
Price being equal, and within the bounds of current procurement
legislation, we will be very interested in bids which involve SME or
voluntary sector participants as genuine consortium partners rather
than subcontractors.

The Public Service Reform Paper, which we plan to publish in
January, will look at opening up public services to new providers
and bringing in private resource and expertise to support reform. We
have invited stakeholders to contribute views on these ideas
through a call for evidence on the Treasury website. | would urge
you and the greater business community to closely engage with this
work going ahead and contribute your views through the call for
evidence.

There is a lot of talk going about and these are challenging times,
but the key message | want you to come away with is that we want
to work in partnership with you; achieving this will involve changes
on both sides but | believe it will be for mutual benefit.

TRAINING
MATTERS

Whatever your training needs, PASS can develop
and deliver a programme tailored to fit.

For further information on the PASS service,
contact our PASS Team on 0845 270 7055
email pass@bipsolutions.com or
visit www.passprocurement.com
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consultancy for Buyers and

Suppliers at

your service

PASS CONSULTANCY

BiP’s Procurement Advice and Support Service (PASS)
provides organisations with access to experts in public
procurement practices and procedures, thus helping you
develop and deliver effective and efficient procurement. Our
team offers a range of services to meet your specific needs.
Whichever area you wish evaluated and improved, we have the
experts to help.

PASS Consultancy’s mission is to help you deliver the best in

PASS MARK HEALTH CHECK

The PASS service can help your organisation examine its
current procurement organisational structures, strategies,
processes, practices and related strengths and weaknesses. It
delivers a detailed PASS Mark Health Check Outcome
Highlight Report (OHR) that outlines areas of strength as well
as those requiring further attention, and provides an outline
Project Initiation Document (PID) designed to deliver a more
effective and efficient tendering process that will help you

achieve optimum performance and better value-for-money
procurement.

PASS - HELPING YOU MEET KEY OBJECTIVES

The key objective of public procurement professionals is to
ensure that the most suitable supplier is selected to provide
goods and services on terms which are likely to offer the best
value for money. The PASS service helps you meet this
requirement and deliver contracts that offer best value-for-
money terms with suppliers who will execute them efficiently.

PASS TRAINING

Our consultants can provide you with bespoke training
packages to suit your needs. Consultancy and training is
available for the following: environmental purchasing,
partnering, evaluation, eGovernment, supplier debriefing,
UK legal processes and precedents, contract management,
EU-compliant tendering and much more.

PASS ONLINE GUIDANCE

The PASS service provides online guidances on all aspects of
the public procurement process and legal requirements:
www.bipsolutions.com/html/briefing.php

PASS IN-HOUSE PRESENTATIONS

PASS Consultancy can provide you with in-house
presentations directed to buyer or supplier. Each presentation
will be bespoke to your requirements, whether they
be with regards to improving your tendering practices
or your procurement strategy or processes. Contact:

pass@bipsolutions.com

government procurement through:

B Practical solutions to improve
procurement performance

B Innovative approaches to knowledge
transfer within government

Joined-up government

Improved performance indicators
Strategic direction and performance
Opportunities offered by eGovernment

Capacity to deliver change to meet identified needs

Continuous improvement of services
and challenging poor performance

m Sustainable development within decision-making
processes and delivery of services

B EU-compliant processes

B Best practice procurement training

The PASS Mark Health Check is a process-based evaluation technique that helps identify how
your company can develop more effective processes when tendering for public sector contracts.

For further information on the PASS service, contact our PASS Team on
0845 270 7055, email pass@bipsolutions.com or visit www.passprocurement.com




