Specification for a research project to examine the scope for using clauses in UK public procurement contracts which reflect wider social, economic and environmental policy aims and will improve the performance of UK manufacturing, thereby maximising the ability of UK manufacturing companies to compete effectively for public procurement.

Aim of the project

1. The aim of the research project is to examine the scope for using clauses in UK procurement contracts which reflect wider social, economic and environmental policy aims and will improve the performance of UK manufacturing, thereby maximising the ability of UK companies to compete effectively for public procurement. 

2. The project will investigate the costs and benefits of clauses in public procurement contracts which relate to wider social, economic and environmental issues and outcomes (often referred to as ‘social clauses’), such as:

· employment and training opportunities (for example, engagement of apprentices and employment of long-term unemployed)

· achieving high standards of environmental performance. 

· adhering to core labour standards

· encouraging opportunities for SMEs to compete for places in the supply chain

3. For example, Sheffield City Council is using a national programme of refurbishing social housing as an opportunity to work with a number of large construction companies to create local employment opportunities, training provision, and apprenticeships. 

4. Research will identify where this approach is used  – both in the UK and in the EU – and will also identify the areas where direct approaches (such as specific targeted programmes, policy and legislative interventions and fiscal/monetary incentives) are a more effective means of achieving the desired objective of maximising the ability of UK companies to compete effectively for public procurement. The research project will outline, with case studies, the processes that are adopted, and set out best practice in this approach. 

Parameters of the research

5. If contracts assessed are above EU procurement thresholds, they must have complied with the EU procurement directives, having been advertised in the Official Journal of the European Union (OJEU) and competitively tendered using the open or restricted or competitively negotiated procedure. The contract must have been awarded on the basis of the most economically advantageous tender from the point of view of the contracting authority. The contract conditions must have been transparent at the time that the contract was publicised. If the contracts covered are assessed below the EU procurement thresholds in value then the spirit of the EU Treaty principles including non-discrimination and transparency must still apply.

6. The research findings should identify the object of the contract (service, goods, works) and the form of contract (framework agreement, works concession, PFI or PPP, or standard contract).

7. The conclusion and recommendations of the report must be consistent with

EU procurement law and broader EU Treaty principles including non-discrimination and transparency; and Government policy on achieving value for money (whole life costs) and efficiency in public procurement.

Deliverables

8. We expect the outcome of this research project to be a short report with the following main elements: 

9. The first part of the report will outline the scope for the use of “social clauses” to the maximise ability of UK manufacturing companies to compete effectively for public procurement. This should include areas where the “social clauses” approach works well, areas where the cost and burden of such clauses outweigh any benefits and areas where other approaches to achieve the desired outcome are more appropriate. Where the report finds the social clauses approach works well, it should illustrate the specific advantages of  this approach. 
10. The second part will outline the detail of how such clauses might be applied in the manufacturing sector illustrated with a range of case studies. This will cover the wording of clauses and examples of practical arrangements that have helped such clauses to work (such as building long-term relationships with contractors and working with local/regional intermediary organisations – such as sector bodies or regional development agencies - that have the capability to assist contractors to deliver wider benefits). Case studies will also illustrate best practice in ensuring value for money and in measuring the benefits achieved.

11. We expect the following deliverables:

· An assessment of the scope for the use of “social clauses” in public procurement contracts relevant to the manufacturing sector, drawing on experience in the UK and in other EU countries.

· An assessment of the success of the use of “social clauses” in EU public procurement contracts relevant to manufacturing in delivering wider social, economic and environmental benefits as well as value for money (whole life cost).

· An assessment of the main areas where social, economic and environmental policy where social clauses are effective, and of the areas where alternative approaches might be more appropriate or successful.

· Examples of the wording of typical social clauses that are used successfully in manufacturing public procurement contracts. 

· Examples and assessment of the practical support that helps social clauses to be successful, such as:

· working with intermediary organisations, such as regional development agencies and sectoral bodies, that have the capacity to support contractors. 

· developing long-term relationships with suppliers

· helping to develop a pool of local skills

· Examples of where policy and legislative interventions or fiscal and monetary incentives better meet the desired outcomes

· A range of exemplar case studies of where social clauses have been successfully used, which would be suitable for illustrating best practice in the UK and that could be applied to relevant contracts in the manufacturing sector. We expect around 10 to 12 case studies which would illustrate a range of clauses used and would include at least two that relate to procurement from small businesses and two that relate to procurements from social enterprises.

· Case studies should include examples of how social, economic and environmental benefits achieved through public procurement contracts (for example, on-site vocational training programmes or recruitment from long-term unemployed or young people) have been monitored and evaluated. These case studies should also include lessons in best practice in how local authorities and other have presented the case for value for money in using these clauses and have evaluated the benefits.

· It would also be useful to include a small number of examples (anonymised if necessary) illustrating the poor use of such clauses where  value for money has been compromised and there has been additional costs or burdens on business.

· A presentation on the final report to the Manufacturing Forum, or its Public Procurement sub-group.

Process 

12. A steering group will oversee the progress of this project and will conduct the tendering process. The steering group will be comprised of representatives from the Manufacturing Forum (see background note below), the Office of Government Commerce and economist support from the Department of Trade and Industry. We also expect to invite representatives from Local Government to join the sub-group.

Timing

13. We are looking to award this contract during November 2005. The final report should be completed by 28 February 2006.

Budget Guideline

14. The successful bid will be selected on the basis of best value for money. The contract value is likely to be in the range of £50k - £80k.

Bids

15. Bids should specify the minimum number of case studies that the contractor will identify, and include an indication of the distribution of case studies including examples from the construction, transport and service sectors. Bids should also specify the procurement expertise that be provided for taking forward this project.

16. An original and five copies of bids in hard copy should be sent by 3pm on 11 November 2005 to:

Stuart Barthropp

Manufacturing Forum Secretariat

Department of Trade and Industry

Bay 437 

151 Buckingham Palace Road

London SW1W 9SS.

Tel: 020 7215 1898, E-mail: stuart.barthropp@dti.gsi.gov.uk
who is also the contact for further information.

Background

Manufacturing Forum and its interest in public procurement

The Manufacturing Forum is a body jointly-led by industry and Government to ensure the effective implementation and delivery of the UK’s Manufacturing Strategy. The Forum wishes to investigate the extent to which the legitimate use of ‘social clauses’ in relevant public contracts offers benefits or additional cost to UK manufacturing companies. These clauses – often called “social benefit clauses” - in public procurement contracts aim to achieve a wider social, environmental or economic benefit as part of the procurement of the specific goods or services. For example, a local authority can aim to purchase ‘building and training’, rather than just ‘building works’.

Interest in the use of clauses to deliver wider benefits through procurement has grown following the publication of the Joseph Rowntree Foundation report ‘Achieving Community Benefits Through Contracts’ in 2002, and the DTI’s “Public Procurement: A Toolkit for Social Enterprises’ in 2003.

Ten English Local Authorities have established the New Approaches to Public Procurement network which helps participants address legal, policy and practice issues involved in achieving social benefits through contracts. There are a number of initiatives emerging, such as Sheffield City Council’s ‘City Wide Construction’ (CWC) programme which uses social contract clauses to support employment and training of long-term unemployed people in the construction sector. Haringey Council has produced a guide to social clauses in tenders and contracts in April 2005 as part of the Haringey SME Procurement Pilot.

However, although the scope to use social clauses when they are relevant to the subject of the contract has been established, there are few case studies as yet that can provide examples of what can be achieved, particularly in the area of manufacturing. There is also little experience of evaluating the value for money implications of seeking to include wider social benefits in this way, of assessing any additional cost burdens for business or of evaluating benefits.

A range of case studies will be taken from all sectors of manufacturing, including construction and transport. The Small Business Service (SBS), an agency of the DTI, is contributing to the study by sponsoring the report, which will cover lessons that can be learnt from the use of social clauses in service sector contracts. The SBS is interested in determining how the use of social clauses can facilitate or hinder the  participation of small businesses and social enterprises in competing for and supplying public procurement contracts.

Government Public Procurement Policy

European Union (EU) procurement directives, and the Regulations that implement them in the UK, set out the law on public procurement. Their purpose is to open up the public procurement market and to ensure the free movement of goods and services within the EU. In most cases they require competition, and that all public procurement must be based on value for money (defined as the optimum combination of whole-life cost and quality to meet the user’s requirement).

The rules apply to purchases by public bodies and certain utilities which are above set monetary thresholds and cover all EU member states. Where the Regulations apply, contracts must be advertised in the Official Journal of the EU and there are other detailed rules that must be followed. The rules are enforced through the courts, including the European Court of Justice. (Further information is available from the Office of Government Commerce website at www.ogc.gov.uk .

A National Procurement Strategy for Local Government launched in 2003 

illustrates how to use innovative ways to procure, work in partnership with others, and manage services that will:

· better achieve community plan objectives 

· deliver consistently high quality services that meet users' needs, with a range of partners from other sectors 

· provide savings and better value for money, thereby improving the cost effectiveness of the council 

· build social cohesion and promote equality of opportunity for service users, businesses and council staff 

· be sustainable for the communities and areas served and benefit local citizens 

· support delivery of the council's e-Government agenda 

· enable councils to manage and assess risks in the market place 

· be delivered through different structures and in new forms.

