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Using Public Procurement to Integrate Skills and Jobs
Purpose

1. The aim of this paper is to challenge current thinking and practice in relation to public spending and procurement processes. The paper identifies the key role that public procurement should play in promoting regeneration, skills and jobs and advocates a new and different course of action for public sector partners in the East Midlands region. This new approach will help ensure that employment and skill targets become an integral and requisite part of the public procurement process.
2. It is also hoped that the actions which arise out of this paper will complement and influence the broader review of the procurement process currently being undertaken by GOEM and Emda.
Context

3. If the central aim of public spending is to maintain prosperous and healthy communities, then public procurement should be seen as a high level strategic and creative activity which can bring considerable added-value in its own right. Used strategically, public procurement can simultaneously address multi-agency/departmental targets and objectives. It can deliver the ‘multiplier effect’ and be a real force for economic regeneration. So, for example, when a local authority contracts out building work, this can focus on a range of performance outcomes, over and above the traditional ‘value for money’ and ‘quality’ targets. 
4. Thus a wide range of public sector contracts could specify: 
· The training and employment of local people and local IB claimants (LEPs/Jobs Pledge), 
· Commitment to workforce development and apprenticeship training
      (Skills Pledge) 
· The use of local supplier chains to increase the positive impact for the local area of every public pound spent

Note: Public Procurement – a definition – ‘All the ways in which the public sector obtains goods and services for itself and the constituency it serves.’ 

5. What’s important is that public sector organisations are clear from the outset what they are seeking to buy via the procurement process, so that when they assesses contract tenders in terms of ‘best value’, the delivery of a range of multi-agency/departmental outcomes is also considered.

6. However all too often, it seems that the public sector has divorced the procurement process from other internal organisational functions and established a separate unit of legal and financial professionals who are left to work their way through an increasingly complex set of legal and financial regulations. Arguably, this has led public procurement to become preoccupied with minimising risk rather than maximising benefit.

7. This in turn often means that public spending and procurement is treated as a mechanistic operation rather than as a creative strategy for achieving multiple objectives. This is compounded by the fact that much of the public sector often works in an environment that incentivises disjointed behaviour. 
8. Different public sector organisations and different departments have their own targets, responsibilities and budgets, and often seem to have no stake or vested interest in each other’s spending behaviour and outcomes.

9. In fact, Local Authorities and RDAs, who between them have the lion’s share of designated public sector regeneration spending, often treat such spending as straightforward contracts rather than as a contribution to the broader regeneration agenda. This results in a “You get what you pay for” syndrome, where public sector procurement contracts fail to take on board multi-agency/department objectives, thus we get ‘cheap contracts’ but expensive consequences. 
10. So, for example, a successful application for a roofing contract with a Local Authority, may offer the cheapest tender application and the required level of quality, but if it uses largely unqualified, out of area labour, with no commitment to workforce development, then it will result in no additional training and employment opportunities for local people and limited added value to the local economy.
11. The National Procurement Strategy for Local Government (2003) requires local authorities to:

“Use procurement to help deliver corporate objectives including the economic, social and environmental objectives set out in the community plan”. 

12. NHS organisations are also “required to use their role as powerful corporate bodies to contribute to public health through their procurement practices by supporting local employment schemes and supporting local economies by opening up procurement contracts to local suppliers”

13. Given this national policy steer, it would be easy to assume that we are ‘pushing at an open door’ and that getting employment and skills to be an automatic and integral part of the public procurement process would be straightforward. In practice, this is far from the case as public sector officers site numerous barriers (myth) which prevent the public procurement process from being used in this way. These include: 

1. The widely held view that using public procurement for broader regeneration purposes such as the skills agenda will either be illegal, costly or both.

2. The widely held view that contracts which contain more complex multi-agency objectives such as a jobs pledge for local people are unenforceable.

3. A perception that employment and skill agendas are already covered in most section 1 agreements, based upon the voluntary principle of ‘best endeavours’.

14. Nevertheless, across the country and the region there are many excellent examples where public procurement has been used creatively to further the local employment and skills agenda:
· In the redevelopment of Kings Cross, Argent and the LB of Camden struck a deal whereby:
· 7.5% of the construction workforce is new local entrant trainees, 
· they have created an on-site construction training centre

· Argent are actively and demonstrably supporting community enterprises and SMEs

· 15-30% of end-use new jobs will be for local people

· In Nottingham City, as part of the ‘Building Schools for the Future’ (BSF) contract,  Carillion have agreed to:

· double the number of apprenticeship training places for local people that they currently offer

· Offer 1,600 hours of educational input in the city schools

· Contribute an additional £0.5m for educational use across the city 

15. All too often however, these are one-off examples and do not indicate the systematic inclusion of employment and skill criteria into the public procurement and contracting process.
Next Steps and Recommendations for the GN ESB 

A. GN Employment and Skills Board members to champion a joint approach to public sector procurement which will ensure that, as a minimum:

1. All procurement processes and sub-contracting arrangements will contain local training and employment needs and contain a contractual requirement  for the supplier/provider of the service to sign up to and deliver: 

· the skills pledge

· the jobs pledge via a local employment partnership (LEP) 

· a commitment to utilising a ……% of apprenticeships for the duration of the contract.
2. Each Local Authority will champion the importance of using their own public scrutiny arrangements to monitor their own and other third party progress in the delivery of the principles outlined above across their area;
3. When commissioning and evaluating a contract, social benefits are identified and where possible, incorporated into the process in order to complete the cost-benefit evaluation more effectively;
4. Local businesses are given all the help and support necessary to enable 

     them to compete effectively in the public procurement process;
5. Savings are achieved across budgets by developing solutions that achieve multiple objectives and outcomes;
6. Public bodies in the same geographic areas collaborate to use their collective purchasing power more creatively; and
7. Innovation to achieve multiple objectives is promoted and rewarded.
B. Each corporate member of the Employment and Skills Board to bring back a report (in response to Recommendation A) to the November meeting of the Board which identifies progress made within their organisation in response to this new procurement agenda.
C. A version of this paper to go to the Nottingham City Executive Group and the County Council  SMT to ask for comment.
      D.  Formal feedback be requested from the ESP on the progress made 

           since a version of this paper was considered at their last meeting.

Nigel Jackson

Director of Economic Development
Nottinghamshire and Derbyshire Learning and Skills Council
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