 CONSULTATION ON THE PROPOSED PROCUREMENT REFORM BILL
The Executive Summary of the consultation document recognises 

“Good public procurement is a vital contributor to growing the

economy and done well it can be an effective lever in supporting delivery of the

Government’s priorities whether that is job creation, infrastructure development,

strengthening our communities or supporting our transition to a low carbon economy.”

However, these words, while given major prominence in the summary, do not translate into any effective action. The proposed Bill, as it stands, does not address the strategic importance of public procurement as a potential major driver of economic development in Scotland. It does not take public procurement apart and consider the individual bits of procurement which, in the future, could be (a) playing a leading role in re-energising the economy through research and development, (b) providing employment and skills opportunities in rural areas, and (c) importantly, redressing the harm which current and past procurement policies by Scottish public bodies have done to Scottish businesses. While the establishment of the procurement portal has enabled firms to see what projects are coming forward, the culture and practices which have become established in procurement in public bodies in Scotland have assisted the decline of Scottish construction and manufacturing businesses, and potentially stifled the development of new high tech businesses. These practices include:

a.
the bundling of projects into large orders in the name of efficiency and value for money. The resulting orders are of such a size that in some categories there are no or very few Scottish firms tendering for the orders.

b.
the blind adherence to an interpretation of EU rules, where that interpretation is at best limited, and in important cases, wrong. Under existing EU regulations there is far greater scope than Scottish public bodies use, to bypass OJEU under R&D, community based, and local and cultural provisions.

c.
the increasing trend to divest public bodies of technical staff and buy in the necessary skills and products from specialist contractors. Scottish Water is a case in point. Not only does this mean that there are far fewer jobs in Scotland for highly trained technical staff, but public bodies, including the government civil service, no longer have enough technical expertise to assess the technical information provided to them by contractors: see for example the televised interview on the Edinburgh tram debacle; the failure of public bodies to grasp what they were committing themselves to under PFI.
d.
The increasing role of finance in determining economic strategy and procurement policy: for example, the development of the HUBS by the Scottish Futures Trust and the pilot introduction of TIFs. In the former, the concentration of projects in each of the five hub areas into first tier consortia is likely to limit the ability of small Scottish firms, unconnected to the principal consortium, to compete for high quality development work. 

e.
The failure of economic development arms and procurement departments both within central government and of local government to work together to achieve, within regulations, maximum economic impact from public procurement in Scotland.

Evidence for each of the above was gathered in the preparation of our Reid Foundation report on public procurement, from our studies of the handling of all PFI schools contracts by local authorities, and from a study of Scottish Water procurement practices. The report is available from the Reid Foundation: Cuthbert, Jim and Margaret: “Using our Buying Power to Benefit Scotland- the Case for Change.” Jimmy Reid Foundation Report, published 6 February 2012
Unfortunately, the scale of harm caused by existing practices is not easily determined as the data base used to show how well Scotland performs in procurement is not fit for purpose. See again our Reid Foundation report for evidence on this.

In a time of financial constraints, poor or non-existent economic growth, and a loss of manufacturing capability, there is a fundamental need to use all available tools within the control of public bodies in Scotland as effectively as possible towards improving the economy. In this the Bill is, at best, weak. 

The points covered in the Bill can best be described as improving housekeeping. The report on procurement by John McClelland was essentially one on reducing corruption, employing and training professional procurement staff, and obtaining “value for money”. As the last concept did not include any long term component to account for the health and growth of the Scottish economy, it was limited to quality of the goods and lowest cost.

The changes discussed in the consultation may be necessary to improve housekeeping, and they may well improve access by business to tendering for public procurement jobs. But should the Bill go ahead in its current state, a major opportunity to change and improve procurement in Scotland will be wasted.
To improve the role of public procurement in helping economic growth the Bill should have economic growth as its principal driver. It needs to address the current culture of poor co-operation between economic development and procurement arms in both local and central government, and in other public bodies. It needs to consider how to incentivise staff working in these fields to specify their procurement needs in such a way as to help local economic growth, while remaining within the law and holding to sound housekeeping practices. A proper understanding of EU regulations and let-out clauses, a tailoring of the size of projects to suit the local market of firms, forward assistance to local firms to assist them prepare for future contracts which are in the pipeline, and the better integration of universities and colleges in collaborative projects for future procurement needs, would all help. 
Margaret Cuthbert

1st November 2012 

Note

The home of this document is the Cuthbert website www.jamcuthbert.co.uk  

