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Foreword 

Procurement is often judged by the moment a contract is awarded, yet the quality of that award 
is shaped by decisions taken long before any supplier submits a tender. Identifying the real 
need, challenging unnecessary demand, understanding the market and defining the required 
outcome all influence the eventual commercial result. When those foundations are weak, even 
a well-run competition can only select the best answer to the wrong question. 

Across the public and private sectors of the United Kingdom (UK), the buying environment has 
become markedly more demanding. Supply disruption, inflation, geopolitical tension, 
sustainability obligations, cyber threats, labour shortages and rapid technological change all 
affect how organisations source goods, works and services. Buyers must therefore look 
beyond purchase price towards resilience, whole-life cost, supplier capability and continuity, 
balancing immediate affordability against longer-term commercial and strategic interests. 

Public procurement carries additional responsibilities because it spends public money under 
statutory transparency and integrity duties, while private organisations face growing scrutiny 
from boards, investors, lenders, customers and regulators. Both sectors share the same 
underlying challenge: converting expenditure into measurable value. That requires reliable 
market intelligence, proportionate competition, effective negotiation and robust contracts, 
each supported by evidence rather than assumption at every decision point leading to award. 

The full commercial lifecycle extends well beyond signature. The first stage runs from 
identifying the underlying need through sourcing, competition, evaluation and contract award. 
The subsequent stages of mobilisation, active contract management, renewal and eventual 
close-out form the continuing lifecycle in which value is either protected or quietly eroded. 
Treating award as a deliberate handover point, rather than a finishing line, keeps both halves 
of that journey properly connected. 

The focus throughout is that first stage, tracing each decision carefully from initial need to an 
executed contract. Each step draws on current legislation, official statistics and named case 
studies from government, healthcare, defence, retail and manufacturing. The aim is practical: 
to show where value is created before signature, where it is commonly lost, and why 
disciplined preparation remains the strongest predictor of later success. 
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Understanding the Procurement Cycle 

The procurement cycle is the end-to-end process through which an organisation converts an 
identified requirement into a controlled commercial outcome. It begins before any supplier is 
approached and moves through need identification, specification, market analysis, sourcing, 
competition, evaluation, and award. The cycle continues beyond award into mobilisation, 
contract management, renewal or reprocurement and eventual close-out, but the stages 
considered here concentrate on the sourcing phase, ending with contract award and 
formation. 

Its economic significance is substantial. The Government Commercial Function (GCF) 
reported in 2026 that the UK public sector spends more than £400 billion each year on goods 
and services, with the GCF directly managing around £90 billion through approximately 6,000 
commercial professionals. The National Audit Office (NAO) reported that the £407 billion spent 
in 2023-24 represented roughly 33% of total public expenditure, with central government 
accounting for £248 billion. 

Procurement is also broader than purchasing. Purchasing concerns the transactional act of 
ordering and paying, whereas procurement determines whether expenditure is necessary, 
shapes requirements, understands markets, selects suppliers and negotiates terms. In the 
private sector, official estimates recorded 5.7 million businesses at the start of 2025, of which 
99.85% were small and medium-sized enterprises (SMEs). Practice varies enormously across 
that population, but the commercial logic of disciplined spending remains consistent. 

Public procurement additionally operates within statutory controls. The Procurement Act 2023 
requires covered procurements to have regard to value for money, public benefit, transparency 
and integrity. From 1 January 2026, thresholds include £135,018 including Value Added Tax 
(VAT) for central-government goods and services, £207,720 for sub-central authorities, 
£663,540 for most light-touch contracts and £5,193,000 for works. Devolved Scottish 
authorities remain outside the Act and operate under Scotland’s separate procurement 
legislation. 

Identifying the Business Need 

A sound procurement begins with a genuine business need rather than a preferred product, 
incumbent supplier or inherited specification. Requirements may arise from service growth, 
asset failure, legislation, expiring contracts, technology change, capacity constraints or 
strategic investment. The first task is to establish what problem needs solving, who is affected, 
when the capability is needed, and what happens if nothing is bought, so expenditure never 
becomes an automatic reflex. 

Distinguishing needs from wants matters most when budgets are constrained. A department 
may request additional vehicles when route redesign could reduce fleet demand; a 
manufacturer may seek more inventory when forecasting is the underlying weakness. A 
credible baseline quantifies current volumes, service failures, unit costs, utilisation and 
forecast demand. Testing those assumptions can remove unnecessary expenditure before 
competition begins, when the opportunity to influence total cost is usually at its greatest. 

Internal stakeholder engagement turns an operational concern into a commercially intelligible 
requirement. Users understand practical problems; finance tests affordability; legal specialists 
identify obligations; security teams assess data risk; sustainability colleagues examine 
environmental implications; and procurement evaluates supply options. Excluding any of 
these perspectives on a complex project can produce a technically compliant contract that 
proves unaffordable, difficult to implement or poorly accepted by the people expected to use 
it every day. 

Demand challenge works best when it is constructive rather than obstructive. Procurement 
can ask whether quantities could fall, specifications be simplified, timing changed, assets 
repaired rather than replaced, services shared, or demand aggregated across departments. 

https://www.gov.uk/government/publications/introducing-the-government-commercial-function-gcf-strategy-2026-29/introducing-the-government-commercial-function-gcf-strategy-2026-29-html
https://www.gov.uk/government/publications/introducing-the-government-commercial-function-gcf-strategy-2026-29/introducing-the-government-commercial-function-gcf-strategy-2026-29-html
https://www.nao.org.uk/wp-content/uploads/2025/02/managing-the-commercial-lifecycle-2025.pdf
https://www.gov.uk/government/statistics/business-population-estimates-2025/business-population-estimates-for-the-uk-and-regions-2025-statistical-release
https://www.legislation.gov.uk/ukpga/2023/54/contents
https://assets.publishing.service.gov.uk/media/6a549fdc1228eb26a4cab7e8/2025-10-09_-_PA23_Guidance_-_Thresholds.FINAL.Ver2.pdf_links.pdf
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Central government’s Sourcing Playbook makes this philosophy explicit, expecting early 
understanding of objectives, delivery options and whole-life implications. The strongest 
commercial intervention is sometimes to reshape, postpone or eliminate expenditure, rather 
than to negotiate a lower price. 

The output of need identification is a clear statement of desired outcomes. Instead of declaring 
that an organisation requires a particular system, the statement might define required 
transaction capacity, availability, security, response times and user experience. That 
distinction gives the market room to propose alternatives. It creates the foundation for later 
evaluation and contract management, because success can be measured against agreed 
outcomes rather than against whether a named product was purchased. 

Defining the Requirement 

Defining the requirement determines what outcome is needed and the boundaries of the 
purchase; converting that approved requirement into tender-ready contractual documentation 
comes later, during specification development. At this earlier stage, the scope identifies 
inclusions, exclusions, locations, volumes, interfaces, dependencies and anticipated contract 
duration. Ambiguity transfers uncertainty straight into supplier pricing, because bidders either 
add contingency or make assumptions that later surface as disputes and variations. 

Requirement definition also determines the type of description used. Technical descriptions 
fix characteristics such as dimensions, materials or compatibility, while functional descriptions 
set out what a solution must do. Output-based and outcome-based approaches go further, 
defining the result rather than the method. The Sourcing Playbook encourages end-user 
engagement and consideration of alternative delivery models where complex services could 
be delivered in-house, outsourced or through a mixed arrangement. 

Service expectations also need to be translated into measurable standards at this stage. 
Availability, response times, defect rates, delivery accuracy, safety, customer satisfaction and 
resolution times can become service levels or Key Performance Indicators (KPIs). The 
measures must be proportionate and genuinely linked to outcomes: too few leave performance 
unclear, while too many generate administrative burden for both parties. The Sourcing 
Playbook expects relevant, proportionate performance measures and greater transparency 
for important government contracts. 

Over-definition is equally dangerous. Brand-specific preferences, unnecessary accreditation, 
excessive insurance, narrow experience criteria or features unrelated to the outcome can 
restrict competition and inflate prices. Under section 12 of the Procurement Act 2023, 
contracting authorities must consider the particular barriers SMEs may face and whether those 
barriers can be removed or reduced. Good requirement design protects essential standards 
without converting historic habits into artificial obstacles for capable suppliers. 

Demand Management and Requirement Rationalisation 

Demand management asks how much an organisation genuinely needs, when it needs it and 
whether consumption can change before sourcing begins. It differs fundamentally from price 
negotiation: a 5% price reduction still wastes money if 20% of the purchased volume is 
unnecessary. Useful analysis examines ordering frequency, minimum quantities, 
stockholding, duplication, emergency purchases and user behaviour. The resulting savings 
tend to recur because they alter consumption rather than merely securing a temporary 
discount. 

Standardisation can reduce both purchase prices and lifecycle costs. Fewer product variants 
allow larger order volumes, simpler specifications, lower inventory holdings, easier 
maintenance and reduced training needs. Standardisation does not mean forcing every user 
into an unsuitable solution, and justified exceptions remain legitimate. The commercial 
objective is to separate genuine operational variation from historical preference, removing 
complexity that suppliers would otherwise price into production, stocking, configuration, 
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support and contract administration. 

Reducing consumption can outperform sourcing a cheaper substitute. Energy controls, print 
reduction, equipment reuse, preventative maintenance, inventory optimisation and revised 
travel policies all address demand at source. Private-sector procurement teams often work 
with operations and finance colleagues to turn these changes into budget reductions or 
avoided future expenditure. Public bodies must additionally consider whether savings affect 
service outcomes, because the cheapest demand profile is not automatically the one that 
maximises public benefit. 

Aggregation demonstrates the scale available from coordinated demand. In 2025/26, the 
Crown Commercial Service (CCS), now part of the Government Commercial Agency (GCA), 
facilitated around £42 billion of spend for 18,800 public-sector customers and generated 
roughly £5 billion of commercial benefits. Its priority aggregation event delivered 18% savings, 
with significant police-force participation. Aggregation strengthens leverage and reduces 
duplicated tendering, but contract size and lotting must not unnecessarily exclude capable 
smaller suppliers. 

Rationalisation finally tests alternative solutions rather than simply trimming quantities. 
Leasing may outperform ownership for rapidly changing technology; repair may beat 
replacement; shared services can remove duplicated infrastructure; and digital processes can 
eliminate physical demand. A rationalised requirement therefore represents the best way of 
meeting the underlying need, not merely a tidier version of the original request. Only once that 
test has been passed does a credible sourcing strategy begin to crystallise. 

Developing the Business Case 

The business case converts a requirement into a reasoned investment decision. In central 
government, His Majesty’s Treasury (HM Treasury) Green Book guidance is supported by the 
Five Case Model, comprising strategic, economic, commercial, financial and management 
cases. Together they test why intervention is needed, which option offers the best public value, 
whether the market can deliver, whether funding is affordable and how delivery will be 
governed. Private organisations apply comparable investment disciplines. 

Financial appraisal compares realistic options rather than validating a preferred solution. 
Capital expenditure, operating costs, transition, maintenance, inflation, contract management, 
residual value and exit costs can materially change the ranking of alternatives. Quantify 
benefits wherever possible, including productivity, reduced downtime, additional capacity, 
avoided failures, and revenue effects. A lower purchase price often loses economic value once 
you account for higher operating costs or weaker performance over the full asset or contract 
lifecycle. 

Risk and uncertainty belong inside the appraisal, not in a separate appendix. HM Treasury 
guidance expects costs, benefits and risks to be assessed together. At the same time, the 
Sourcing Playbook requires a Should Cost Model (SCM) for complex central-government 
outsourcing and regards such modelling as good practice more widely. An SCM can compare 
in-house, market and mixed delivery options, test affordability and flag implausibly low bids 
before contractual commitments make correction expensive. 

Approval confirms strategic fit, funding, commercial viability, governance and accountability 
before any market commitment is made. Proportionality matters: a routine low-risk purchase 
does not need the apparatus of a major infrastructure programme, but every material 
commitment needs an identifiable decision owner. A robust approval record explains why an 
option was selected, which assumptions supported it and what benefits were expected, 
creating the baseline against which eventual outcomes can be tested. 

Early Procurement Planning 

Early procurement planning turns the approved need into an executable route to market. 
Objectives define what competition must achieve, whether affordability, quality, resilience, 

https://www.gov.uk/government/publications/government-commercial-agency-annual-report-and-accounts-2025-to-2026/gca-annual-report-and-accounts-2025-to-2026-accessible-version
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innovation, delivery speed, sustainability or supplier diversity. Priorities must be explicit 
because procurement inevitably involves trade-offs. A strategy that simultaneously demands 
maximum specification, minimum price, extensive risk transfer and rapid mobilisation is 
internally contradictory, discouraging capable suppliers or producing bids that cannot be 
delivered sustainably. 

Roles and responsibilities need fixing before activity accelerates. The senior responsible 
owner or business sponsor owns the outcome; procurement designs and manages the 
commercial process; finance validates affordability; legal advisers support contractual and 
regulatory compliance; technical specialists define requirements; and future contract 
managers influence provisions they will later operate. Involving contract-management 
expertise early prevents teams from agreeing on reporting, remedies or performance 
mechanisms that look attractive during tendering but prove impractical after award. 

Governance provides the decision architecture around those roles. Approval thresholds, 
evaluation authority, conflict controls, escalation routes, change procedures and record-
keeping need to be proportionate to value and risk. Public procurement demands especially 
disciplined auditability because decisions may face supplier challenge, audit, information 
requests or parliamentary scrutiny. Private organisations answer to boards, investors, lenders 
and regulators, and they too benefit from clear delegated authority and segregation between 
requesting, approving, sourcing and paying. 

The timetable works best when built backwards from the operational requirement rather than 
forwards from an arbitrary tender date. Market engagement, approvals, drafting, competition, 
evaluation, due diligence, award, mobilisation and contingency all consume time. For public 
bodies, estimated value also determines whether the covered-procurement regime applies. 
Unrealistic timetables compress supplier response periods and internal evaluation, increasing 
the likelihood of error precisely when commercial and legal exposure is at its highest. 

Resource planning is equally important. Even a function the size of the GCF holds finite 
specialist capacity, and complex procurements may need cost modellers, engineers, cyber 
specialists, data analysts, employment advisers and project managers alongside procurement 
staff. Stakeholder mapping identifies who decides, who influences, who uses the outcome and 
who could block implementation. Effective planning deploys scarce expertise where it adds 
most value, rather than spreading it thinly across every routine purchase. 

Spend Analysis and Baseline Assessment 

Spend analysis establishes the factual baseline before procurement choices are made. 
Historical invoices, purchase orders, contracts, supplier records, volumes and category codes 
reveal who buys what, from whom, how often and at what price. The objective is not merely 
to total expenditure, but to expose fragmented buying, duplicate suppliers, price variance, off-
contract spending, volatile demand and approaching expiries. A reliable baseline also 
strengthens the later measurement of savings and benefits. 

Effective analysis distinguishes price from total cost and committed spend from discretionary 
demand. A category may appear expensive because volumes rose, not because unit prices 
deteriorated; conversely, stable annual expenditure can conceal falling demand and rising unit 
costs. Baselines therefore need quantities, specifications, service levels, inflation assumptions 
and operational drivers. Without that context, procurement can claim savings that merely 
reflect lower consumption, or compare bids against an unrealistic historic benchmark. 

BAE Systems illustrates how far supplier visibility must stretch in the private sector. 
Independent analysis by Oxford Economics found that the company spent £5.8 billion with 
5,800 UK businesses during 2024, contributing an estimated £13.7 billion to UK gross 
domestic product (GDP). For every £100 generated directly, a further £325 was supported 
elsewhere in the economy. At such scale, visibility by supplier, region, category and 
programme becomes essential for both cost control and resilience. 

https://www.baesystems.com/en-uk/our-company/our-contribution-to-the-uk-and-its-regions
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Baseline assessment culminates in opportunities, not dashboards. Consolidating common 
requirements, renegotiating fragmented agreements, reducing tail spend, standardising 
specifications and tackling maverick purchasing may all follow from the data. The GCA 
reported that the share of common goods and services spend routed through its agreements 
reached around 27% in 2025/26. Consolidation is not always correct, but procurement 
decisions consistently improve when fragmented demand becomes visible before an 
organisation approaches the market. 

Supply Market Analysis 

Supply market analysis looks outward, asking whether the market can deliver the requirement 
at acceptable cost and risk. It examines market size, concentration, business models, 
capacity, cost drivers, geographic exposure, barriers to entry, switching costs and how 
attractive the buyer appears as a customer. The same requirement can demand different 
strategies in a competitive commodity market and a specialist market dominated by two 
suppliers, so structure must shape design. 

The UK supplier base is broad but heavily weighted towards smaller businesses. Of the 5.7 
million private-sector businesses recorded in 2025, only 8,335 were large and 38,435 medium-
sized, yet SMEs provided around 60% of private-sector employment. Large businesses, 
despite representing about 0.15% of the population, accounted for roughly 40% of 
employment and 49% of turnover. Requirements, financial tests and contract sizes that ignore 
this structure can unintentionally remove much of the market. 

Capability analysis then asks whether suppliers possess sufficient people, equipment, finance, 
technology, accreditation and supply-chain depth. The GCA’s 2025/26 annual report records 
£2.89 billion of direct spend with 2,734 SMEs, and 75% of suppliers on its agreements were 
micro-businesses or SMEs. Broad participation is therefore achievable, but supplier numbers 
alone do not guarantee resilience; buyers still need to identify single points of failure, 
subcontractor dependencies and hidden capacity constraints. 

Market analysis must also test competitive behaviour. In September 2026, the Competition 
and Markets Authority (CMA) reported that bid rigging can raise procurement prices by 20% 
or more, citing research referenced by the Organisation for Economic Co-operation and 
Development (OECD). Assuming only 2% of public procurement is affected, it estimated 
annual taxpayer overpayment at £1 billion to £3.5 billion, noting that more than half its 
completed bid-rigging cases since 2014 involved public procurement. 

Markets also evolve. Inflation, energy prices, skills shortages, regulation, geopolitical shocks, 
mergers and new technology can alter cost and capacity between business-case approval 
and contract award, and innovation may create entirely different delivery models. Market 
analysis is consequently a living document rather than a one-off report. The strongest sourcing 
strategies reflect both present conditions and plausible future changes, particularly where 
contracts run for many years or depend on critical supply chains. 

Early Market Engagement 

Early market engagement allows buyers to test assumptions before tender documents 
become fixed. Section 16 of the Procurement Act 2023 expressly permits preliminary market 
engagement to develop requirements, design procedures, shape conditions of participation 
and award criteria, identify capable suppliers and explore likely contractual terms. It can 
expose unrealistic budgets, unavailable technology or excessive risk transfer early enough to 
change direction, and private-sector buyers use comparable dialogue to sharpen commercial 
intelligence. 

Methods include a Request for Information (RFI), supplier questionnaires, industry days, 
webinars, demonstrations, site visits, one-to-one discussions and collaborative workshops. 
The purpose is discovery, not pre-selection. Engagement can test capacity, pricing structures, 
implementation times, specification options and barriers facing new entrants. For public 

https://www.gov.uk/government/publications/procurement-in-the-national-interest/rigged-bids-real-costs-a-case-for-urgent-action-on-bid-rigging-in-uk-public-procurement
https://www.gov.uk/government/publications/procurement-in-the-national-interest/rigged-bids-real-costs-a-case-for-urgent-action-on-bid-rigging-in-uk-public-procurement
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authorities, fairness remains paramount: information that could confer advantage must be 
managed so that later competition is neither distorted nor quietly tailored around a favoured 
participant. 

The Department for Education (DfE) offers a current illustration. Its SME action plan for 2025 
to 2028, updated in September 2026, uses market engagement to test specifications, financial 
assumptions, procedures, evaluation criteria and timetables. Planned events include a school-
transport opportunity valued at £200 million to £300 million and a Mandarin Excellence 
Programme worth up to £2.4 million. During 2025/26, SMEs won 88 new DfE contracts with a 
combined value exceeding £57 million. 

The legal safeguard is as important as the commercial benefit. Where preliminary engagement 
occurs, section 17 generally requires a preliminary market engagement notice before the 
tender notice, or reasons in the tender notice for not publishing one, except for private utilities. 
Authorities must also prevent unfair advantage, keep proper records and manage conflicts of 
interest. Well-run engagement opens the market and improves competition; poorly controlled 
engagement risks predetermining the eventual winner. 

Assessing Procurement Risk 

Procurement risk assessment identifies what could prevent a requirement from delivering its 
intended outcome and decides whether each exposure is controlled, transferred, shared or 
accepted. A useful risk register records likelihood, impact, ownership, mitigation and residual 
exposure across supply, commercial, financial, operational and reputational categories. 
Because market conditions, supplier health and organisational priorities can shift materially 
between planning and award, the register needs regular review rather than a single 
completion. 

Supply risk includes shortages, capacity constraints, logistics disruption, single-source 
dependency and geopolitical exposure. According to the Office for National Statistics (ONS), 
UK imports of goods and services rose by £35.1 billion to £945.1 billion in 2025, including 
£603.1 billion of goods, illustrating the economy’s reliance on international supply chains. 
Buyers therefore benefit from mapping critical tiers, countries of origin, transport routes, lead 
times and substitute sources beyond the first-tier contractor. 

The 2025 cyber attack on Jaguar Land Rover (JLR) shows how far supply risk can travel in 
the private sector. Production across its UK plants, which together build about 1,000 vehicles 
a day, stopped for around five weeks. The independent Cyber Monitoring Centre estimated 
the UK economic cost at £1.9 billion, affecting more than 5,000 organisations, and the 
government provided a £1.5 billion loan guarantee to help stabilise the manufacturer’s supply 
chain. 

Commercial and financial risk concerns whether pricing, contractual allocation and supplier 
finances can sustain delivery. Carillion’s collapse in January 2018 remains the defining public-
sector example: the NAO found the company held around 420 public-sector contracts at 
liquidation, and at the time, the NAO estimated a £148 million cost to taxpayers. After its July 
2017 profit warning, Carillion still announced about £1.9 billion of new government work, 
including two High Speed 2 (HS2) joint-venture contracts worth £1.3 billion. 

Operational and reputational risks arise when supplier failure affects safety, customers, 
service continuity, data, regulatory compliance or public confidence. A low-cost award can 
become expensive if implementation fails, subcontractors are uncontrolled or service levels 
deteriorate. Buyers need to examine cyber resilience, staffing, quality controls, key-person 
dependency and escalation arrangements, recognising that reputational damage extends 
beyond direct financial loss to employees, service users, investors, regulators and elected 
representatives. 

Business continuity turns risk analysis into practical resilience. The Sourcing Playbook 
requires central-government projects to plan for the resolution of critical public services and to 

https://www.gov.uk/government/publications/dfe-small-and-medium-sized-enterprise-sme-action-plan-2025-to-2028--2/department-for-educations-small-and-medium-sized-enterprise-sme-action-plan-2025-to-2028
https://www.ons.gov.uk/economy/nationalaccounts/balanceofpayments/bulletins/uktrade/december2025
https://www.businessinsurance.com/jaguar-land-rover-hack-cost-uk-economy-an-estimated-2-5-billion-report/
https://www.nao.org.uk/press-release/investigation-into-the-governments-handling-of-the-collapse-of-carillion/
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allocate each risk to the party best able to manage it. Measures can include dual sourcing, 
contingency stock, alternative logistics, step-in rights, data-access provisions, recovery plans 
and orderly exit arrangements. Proportionality still applies: critical services warrant deeper 
safeguards than readily replaceable, low-value supplies. 

Developing the Sourcing Strategy 

Developing the sourcing strategy converts market intelligence and business requirements into 
decisions about how supply will be secured. The first question is often whether an activity is 
best delivered internally, outsourced or provided through a hybrid model. The Sourcing 
Playbook requires a proportionate delivery-model assessment in central government, 
mandatory in specified circumstances, comparing costs, benefits, risks and practical 
consequences rather than assuming external provision is inherently cheaper or more capable. 

Single sourcing can simplify interfaces and create scale, but it also concentrates dependency; 
multiple sourcing strengthens competition and continuity while increasing coordination costs. 
Geography presents similar trade-offs, because local or national supply may shorten lead 
times while global sourcing widens capability and cost options. Lotting can reconcile these 
objectives by dividing requirements geographically, functionally or by product, allowing several 
suppliers to participate without sacrificing overall procurement coherence. 

KFC’s 2018 distribution crisis shows the risk of concentrating a critical flow in one place. The 
chain moved its UK delivery contract from Bidvest Logistics to DHL, working with Quick 
Service Logistics through a single depot in Rugby. Around 750 of its 900 restaurants were 
forced to close temporarily as chicken failed to arrive, and KFC subsequently returned up to 
350 northern restaurants to Bidvest to relieve pressure on the new network. 

Frameworks and collaborative procurement can reduce duplicated sourcing effort for repeat 
requirements, as the GCA’s aggregated figures demonstrate. Under the Procurement Act 
2023, frameworks establish terms for future contracts, while lots can broaden participation. 
Collaboration adds value only where common requirements genuinely outweigh the loss of 
local flexibility or specialist market access, and buyers in the social housing and wider 
regulated sectors weigh that balance carefully when choosing between frameworks and 
bespoke competition. 

Outsourcing strategy must also address contract length, investment recovery, technology 
change and exit. Too-short terms discourage capital investment, while excessively long 
arrangements weaken competitive pressure and lock buyers into obsolete solutions. Under 
section 47, most frameworks are limited to four years and defence, security or utilities 
frameworks to eight. However, a longer term is permitted where the nature of the call-off 
contracts genuinely requires it and the rationale is published. 

Selecting the Procurement Route 

Route selection matches value, complexity, market conditions, urgency and the degree of 
dialogue required. For covered procurements under the Procurement Act 2023, the two 
competitive tendering procedures are the open procedure and the competitive flexible 
procedure. The former is a single-stage process open to all interested suppliers; the latter 
allows authorities to design proportionate multi-stage processes, including negotiation or 
dialogue where these help achieve the best commercial outcome. 

Quotations remain appropriate for many lower-value or straightforward requirements, subject 
to standing orders, delegated authorities and any applicable rules. Private-sector buyers can 
design quotation exercises with considerable flexibility, although documented evaluation and 
conflict controls remain prudent. Disproportionate processes waste buyer and supplier 
resources on routine, low-risk purchases, while informal sourcing is inadequate where 
complexity or exposure demands stronger governance, so the route must always be justified 
against the risk being managed. 

Frameworks suit repeat purchasing where terms and suppliers can be established in advance, 

https://www.verdictfoodservice.com/news/kfc-reinstates-bidvest-supplier-following-chicken-shortage
https://www.gov.uk/government/publications/procurement-act-2023-guidance-documents-define-phase/guidance-frameworks-html
https://www.gov.uk/government/publications/procurement-act-2023-guidance-documents-define-phase/guidance-frameworks-html
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whereas dynamic markets provide an open list of qualified suppliers for future competitions 
and must admit new qualifying suppliers. Dynamic purchasing systems established under 
predecessor legislation can continue under transitional arrangements, so buyers need to 
identify which regime governs an existing arrangement before relying on it. Negotiated 
approaches add value where requirements are complex, innovative or commercially uncertain. 

Direct award is an exception, not the public-sector default. An authority may award without 
competitive tendering only where statutory conditions apply, including the special cases in 
Schedule 5 and the provisions of sections 42 and 43, and a transparency notice is generally 
required beforehand. Private organisations face no equivalent general regime, but weakly 
justified non-competitive awards still create value, fraud, governance and dependency risks 
that boards and auditors increasingly question. 

Building the Commercial and Pricing Strategy 

Commercial and pricing strategy determines how payment, performance and risk interact after 
award. The Sourcing Playbook stresses that pricing mechanisms and risk allocation must be 
designed together, because transferring uncertainty to a supplier usually creates a risk 
premium. A buyer seeking greater price certainty may therefore pay more. The objective is 
not to transfer every conceivable risk, but to place each material risk with the party best able 
to manage and price it. 

Fully fixed prices suit stable, clearly defined requirements, while indexed arrangements are 
often more appropriate where contracts run longer, or input costs are volatile. Robust 
indexation links adjustments to published ONS series that genuinely reflect contract cost 
drivers, such as labour, materials or energy, rather than defaulting to a headline inflation 
measure. Poorly chosen indices can overcompensate or undercompensate suppliers, and 
leaving all inflation risk with suppliers encourages defensive pricing. 

Cost-plus and time-and-materials models can work where scope is uncertain, or the buyer 
retains substantial control over delivery, but they shift more cost risk back to the customer. 
Schedule-of-rates contracts suit recurring activities with unpredictable volumes. Each 
approach requires stronger verification, open-book controls, and budget discipline, because 
supplier revenue can rise with input consumption unless efficiency incentives and approval 
mechanisms are carefully designed from the outset. 

Gainshare, painshare and performance incentives can align supplier returns with outcomes 
when measures are objective and genuinely controllable by the supplier. Incentives need to 
reward additional value rather than pay twice for basic contractual compliance. Payment 
mechanisms also need realistic milestones: front-loaded payments expose the buyer if 
delivery stalls. At the same time, back-loaded schedules can strain supplier cash flow, 
particularly for smaller businesses that lack the working capital of larger competitors. 

Whole-life economics must finally shape the pricing model. A lower acquisition price may 
represent poor value if energy, maintenance, staffing or disposal costs are materially higher 
across the term. The strongest pricing structures therefore support affordability, appropriate 
risk allocation, supplier sustainability and measurable improvement throughout the contract. 
They are also tested against realistic scenarios before publication, so that the buyer 
understands how total payments behave if volumes, prices or performance move 
unexpectedly. 

Understanding Total Cost of Ownership (TCO) 

TCO measures the expenditure involved in acquiring, implementing, operating, maintaining 
and ultimately disposing of an asset or service. The purchase price is only the starting point. 
A cheaper product may consume more energy, consumables, labour or repairs, while a dearer 
alternative may last longer and perform more reliably. TCO creates a common financial frame 
for comparing options whose costs fall at different points across their working lives. 

Implementation costs can transform apparently attractive bids. Delivery, installation, 
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configuration, data migration, testing, training and change management may sit outside the 
headline price unless explicitly captured. Birmingham City Council’s enterprise resource 
planning (ERP) programme is a sobering public-sector example: an initial budget of £19.965 
million approved in 2018 had grown to a forecast £144.4 million by 2027/28, after 
customisation and a troubled April 2022 go-live forced a complete reimplementation. 

Maintenance and logistics deserve particular attention because they persist for years after 
acquisition. Preventative servicing, spare parts, downtime, warehousing, freight, inventory and 
specialist labour may outweigh small differences in initial price. Administration and end-of-life 
costs are less visible but equally real, including contract-management effort, invoice 
processing, compliance, insurance, decommissioning, recycling and site restoration, offset by 
any residual value. Each belongs in the model wherever it is material to the decision. 

TCO also strengthens sourcing and negotiation. An SCM can compare in-house, outsourced 
and mixed options using expected whole-life expenditure rather than quotations alone, 
allowing buyers to challenge unusually low acquisition prices, identify cost drivers and 
negotiate mechanisms that reward efficiency. The discipline is equally valuable in private 
procurement, where the commercial question is never simply what must be paid today, but 
what the chosen solution will cost to own, operate and exit. 

Developing the Specification 

Developing the specification converts the approved requirement into contractual language that 
suppliers can price, deliver and be held accountable against. Where requirement definition 
settled what outcome is needed, specification drafting settles exactly how that outcome will 
be described, evidenced and accepted. Quantities, locations, interfaces, deliverables, 
timescales, acceptance criteria and responsibilities must align across every document, and 
genuine uncertainty about volumes deserves open disclosure rather than artificial precision 
that later drives disputes. 

For covered public procurements, section 56 of the Procurement Act 2023 generally requires 
technical specifications to be framed by reference to performance or functional requirements 
rather than design or descriptive characteristics, where appropriate. A buyer might therefore 
specify required processing speed, interoperability or fire resistance instead of dictating 
construction methods. This approach gives suppliers room to innovate while retaining 
objective measures to test compliance during evaluation and after award. 

Performance specifications identify outcomes and measurable service standards, while 
technical specifications remain appropriate where compatibility, safety or engineering 
constraints genuinely require them. Deliverables need ownership, deadlines and acceptance 
rules, with KPIs aligned to what users actually value. Standards and accreditation provide 
useful assurance, but requirements need to reflect the contract’s real risk, because excessive 
certification narrows competition and disproportionately burdens smaller suppliers without 
delivering any corresponding improvement in protection. 

Remove ambiguity and unjustified brand references before publication. Section 56 requires 
authorities citing UK standards to accept equivalent overseas standards. Generally, it prevents 
references to trademarks, trade names, patents, origins, or named producers unless 
necessary to make the requirement understood; in that case, equivalents must be permitted. 
Good drafting balances precision with neutrality, giving every capable supplier the same 
understanding of what success looks like and how it will be measured. 

Birmingham’s experience reinforces the point from a different angle. The council had intended 
to implement its new finance system largely as standard, yet introduced customisations, 
including a banking reconciliation function that failed to operate properly. When specifications 
drift away from the solution being bought, cost and risk follow. A disciplined specification 
process records each deviation from standard, prices it explicitly and asks whether the 
underlying business process could change instead. 

https://www.theregister.com/2026/01/29/birmingham_oracle_latest/
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Setting Supplier Selection Criteria 

Supplier selection criteria determine whether an organisation has the capacity and capability 
to perform before its tender is judged. Under section 22 of the Procurement Act 2023, 
conditions of participation may relate only to legal and financial capacity or technical ability. 
They must be proportionate to the contract’s nature, complexity and cost. Supplier suitability 
must never be confused with the award criteria used to compare the relative merits of 
competing tenders. 

Financial standing can be assessed through turnover, profitability, liquidity, balance-sheet 
strength, credit information and customer concentration, but thresholds require justification 
rather than mechanical copying from earlier procurements. Carillion published 2016 accounts 
showing a profitable, solvent business only months before its first profit warning, which 
demonstrates why point-in-time financial tests are insufficient. Buyers need to consider how 
the proposed contract could itself alter supplier exposure, especially where margins are thin, 
or growth is rapid. 

Technical capability and capacity are separate questions. Buyers may examine comparable 
projects, qualified personnel, equipment, systems, methodology, certifications and reference 
performance, while accepting credible equivalents. Yet a supplier may know how to perform 
the work without having sufficient people or implementation bandwidth. Selection therefore 
tests whether resources can actually be deployed within the required timetable, and how 
suppliers control quality, approve subcontractors, protect data and maintain continuity when 
problems arise. 

Mandatory requirements are best reserved for genuine minimum conditions such as licences, 
legal capacity or safety obligations. The Act also restricts disproportionate demands: 
authorities cannot require audited accounts from suppliers not legally obliged to have them 
audited. They cannot require performance-related insurance to be in place before award, 
although commitments to obtain it may be sought. Good criteria remain evidence-based, 
proportionate, and traceable to contract risk, without unnecessarily shrinking the market. 

Sustainability and Social Value Within Procurement 

Sustainability and social value broaden procurement beyond immediate price by considering 
the environmental, economic and social consequences of contract delivery. Relevant factors 
include energy use, emissions, waste, biodiversity, responsible materials, employment, skills 
and community outcomes. These considerations work best when connected to the contract’s 
subject matter rather than expressed as generic policy statements, because well-designed 
criteria influence supplier behaviour. In contrast, poorly designed ones add reporting burden. 

The National Health Service (NHS) provides a prominent example. It aims to reach net zero 
by 2040 for emissions it controls directly, and by 2045 for emissions it can influence, including 
those embedded in purchased goods and services. Since April 2022, NHS procurements have 
applied a minimum 10% net zero and social value weighting, and from April 2024 carbon 
reduction requirements were extended proportionately to all new procurements under the NHS 
supplier roadmap. 

For central government, Procurement Policy Note (PPN) 002, last revised in October 2025, 
requires a minimum 10% social value weighting where relevant and proportionate. PPN 026, 
published on 5 August 2026, applies to in-scope procurements from 1 January 2027. It 
narrows the model to good jobs and skills, requiring at least 10% weighting for contracts from 
£1 million to below £5 million, 20% at £5 million or above, and a published KPI for larger 
contracts. 

Social value is equally prominent in public construction supply chains. The DfE reports that its 
school rebuilding and free schools programmes spend almost £2 billion a year, with 82% of 
contract value reaching SMEs indirectly through tier-one supply chains. Its new CF25 
construction framework, expected to deliver up to £15.4 billion of projects, sets tier-one 

https://www.gov.uk/government/publications/ppn-026-the-social-value-model/ppn-026-the-social-value-model-html
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suppliers a target of channelling up to 90% of contract value to SMEs. 

Ethical sourcing also requires visibility beyond the immediate contractor. Labour standards, 
modern slavery exposure, raw-material provenance and subcontractor controls create legal, 
operational and reputational risks for public and private buyers alike. Circular-economy 
principles encourage durability, repairability, reuse, remanufacture and recycling, while 
lifecycle costing captures disposal and residual value. Sustainable procurement is strongest 
when such requirements become measurable specifications, award criteria or contractual 
obligations rather than aspirational statements detached from performance. 

Preparing the Tender Documentation 

Tender documentation operates best as one coherent commercial package rather than a 
collection of independently drafted files. Instructions to bidders, the specification, pricing 
schedules, evaluation methodology, contract conditions and response templates must share 
consistent terminology, dates and assumptions, because contradictions generate clarification 
traffic and can undermine evaluation. A structured pre-publication review by procurement, 
legal, finance and technical specialists confirms that every requirement has a response route 
and a contractual destination. 

Instructions to bidders explain the timetable, submission method, permitted formats, 
clarification process, validity period and rules on alternative or qualified bids. Response 
templates improve comparability by directing bidders to the evidence required, although over-
prescription can suppress useful innovation. Pricing schedules need enough granularity to 
expose cost drivers without becoming unmanageable, separating mobilisation, recurring 
charges, unit rates, optional services, indexation and exit costs so that both initial and future 
expenditure can be evaluated. 

Under section 23, award criteria must relate to the subject matter of the contract, be sufficiently 
clear, measurable and specific, and remain proportionate. At the same time, tender documents 
must describe how tenders will be assessed and the relative importance of multiple criteria. 
Contract conditions then reflect the commercial strategy, covering payment, liability, 
intellectual property, data, performance, change, termination, dispute resolution and exit, so 
that bidders price the same obligations they will eventually sign. 

Public contracts also carry statutory payment protections. The Act implies 30-day payment 
terms into public contracts and qualifying subcontracts, and government policy aims to pay 
90% of valid, undisputed SME invoices within five days. Since 1 October 2025, PPN 018 has 
required bidders for larger central-government contracts to demonstrate that they pay 95% of 
supply-chain invoices within 60 days, with an average of 55 days, extending prompt payment 
discipline downstream. 

Going to Market 

Going to market converts the planned procurement into an accessible competitive opportunity. 
For covered procurements, the enhanced Find a Tender service has operated as the central 
digital platform since 24 February 2025, publishing regulated notices and allowing suppliers 
to store core organisational information for reuse. The tender notice and associated 
documents must give the market enough information to understand the opportunity, decide 
whether to participate and prepare a compliant response. 

Supplier communications must be controlled, timely, and consistent. Questions are answered 
through the designated channel, with material information shared with all bidders unless 
legitimate confidentiality prevents it. Site visits, presentations and briefings can improve 
understanding, provided every competitor receives the same substantive opportunity. Under 
the Procurement Act 2023, contracting authorities must treat suppliers equally, meaning they 
must avoid unjustified differences in access to documents, information, time, or clarification 
throughout the competition. 

Private-sector buyers enjoy greater procedural freedom, but market credibility matters as 

https://www.gov.uk/guidance/prompt-payment-policy
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much. Excessively short deadlines, opaque evaluation or repeated last-minute changes 
discourage strong suppliers and weaken negotiating leverage. Whether public or private, a 
successful launch generates informed competition, protects confidential information, 
maintains a defensible audit trail and preserves optionality until award. Going to market is 
therefore not merely publication, but the controlled opening of a process designed to produce 
comparable offers. 

Managing Tender Clarifications 

Tender clarifications give suppliers a controlled route to resolve uncertainty before 
submission, and help buyers correct genuine errors without changing the competition’s 
underlying basis. Questions commonly concern scope, specifications, pricing schedules, 
contractual wording, data, volumes or evaluation methodology. A disciplined process sets a 
single communication channel, a published deadline for questions and clear response 
arrangements, reducing informal contact and preventing any bidder from receiving 
commercially useful information unavailable to its competitors. 

For covered procurements, a clarification may reveal that the tender notice or associated 
documents require amendment. Section 31 of the Procurement Act 2023 permits 
modifications at defined stages, provided the authority updates the affected documentation 
and considers whether suppliers need additional time. In an open procedure, changes can be 
made only before the tender deadline, whereas competitive flexible procedures allow certain 
later, non-substantial modifications, subject to statutory safeguards. 

Answers are normally shared with all participating suppliers where the information could 
influence bid preparation, while protecting genuinely confidential material and supplier-specific 
intellectual property. A practical test is whether another bidder might reasonably alter its price, 
solution or risk assumptions if it knew the answer. Centralised clarification logs, numbered 
responses and version-controlled documents make this easier, particularly where technical, 
legal, finance and operational specialists all contribute to responses. 

Amendments need particular care because a seemingly small drafting change can affect 
pricing or market participation. Guidance on the Act expects authorities to consider the nature 
and complexity of any modification when resetting deadlines. If a late clarification materially 
alters specifications, conditions or commercial assumptions, retaining the original submission 
date may undermine fairness. That framework does not bind private-sector buyers, yet the 
same discipline improves bid comparability and strengthens supplier confidence considerably. 

The clarification record forms part of the procurement audit trail, showing each question, 
approved response, document revision, issue date and recipient group. It can later explain 
why tender documentation changed and demonstrate that bidders received consistent 
information, protecting the organisation if evaluation assumptions are challenged. Clarification 
is therefore far more than administrative housekeeping; handled well, it improves competition, 
reduces ambiguity and prevents avoidable disputes from being embedded in the eventual 
contract. 

Receiving and Opening Supplier Bids 

Bid receipt marks the point at which supplier proposals become formal submissions rather 
than market dialogue. Tender instructions identify the submission system, deadline, permitted 
file formats and procedural requirements. Under the Procurement Act 2023, covered 
procurements must use electronic communications where practicable, through systems that 
are generally accessible, interoperable and free of charge to suppliers. Appropriate controls 
prevent evaluators from accessing submissions before the deadline and preserve 
confidentiality once tenders are opened. 

Deadlines must be applied consistently. Section 19 allows an authority to disregard a tender 
that breaches a procedural requirement set out in the tender notice or associated documents, 
and Cabinet Office guidance identifies late submission as an example. Disregarding a late bid 
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is a power, not an automatic duty, so authorities follow their published rules, weigh the relevant 
facts, and document decisions carefully. Private organisations likewise benefit from 
predetermined late-bid rules. 

Opening controls preserve integrity through restricted access, time-stamped receipt records 
and, where proportionate, dual-person verification. Modern portals automate much of this 
evidence, but governance still matters when files are corrupted, incorrectly encrypted or a 
submission system fails. Confidential pricing, technical solutions and personal data must 
remain available only to authorised personnel, and cyber controls matter particularly where 
bids contain sensitive designs, security information or extensive subcontractor details. 

An initial compliance check confirms that required schedules, declarations and pricing 
documents are present without prematurely scoring qualitative content. Any request for 
clarification must be consistent with the procurement rules and must never become an 
opportunity to replace a deficient bid. A clear receipt-and-opening record separates procedural 
compliance from substantive evaluation, protects evaluators’ independence and provides 
evidence that every tender entered assessment on an equivalent basis. 

Evaluating Supplier Proposals 

Evaluation converts competing proposals into an evidence-based award decision. The 
Procurement Act 2023 permits award only to the supplier submitting the most advantageous 
tender (MAT): the tender that satisfies the authority’s requirements and best meets the 
published award criteria when assessed using the stated methodology. Private-sector buyers 
are free of that statutory test, yet they benefit from the same disciplined linkage between the 
original requirement, the published criteria and the scoring. 

Quality evaluation examines the substance of delivery rather than rewarding polished prose. 
Evaluators may assess methodology, implementation, staffing, risk management, service 
improvement, sustainability or customer outcomes where these align with the published 
criteria. Technical evaluation can test architecture, performance, compatibility or engineering 
compliance, sometimes through demonstrations. Evidence is scored against predetermined 
descriptors, with evaluators recording why each response met, exceeded or fell short of 
requirements rather than relying on impressions or reputation. 

Commercial evaluation is integrated with, yet distinguishable from, quality assessment. Pricing 
models may compare fixed charges, unit rates, implementation costs, optional services and 
lifecycle expenditure. Evaluation teams need to understand whether exceptionally low or high 
figures reflect efficiency, misunderstanding, scope gaps or strategic pricing. Mathematical 
checking is essential because a single formula error can materially change rankings when 
contract values are large or many price lines feed the final score. 

Moderation brings individual evaluators together to reach a defensible consensus when the 
published methodology uses panel scoring. Its purpose is not to average away legitimate 
concerns or pressure specialists into uniformity, but to test evidence and resolve differences 
rationally. Conflicts of interest must be declared and managed before evaluation begins, and 
written moderation notes explaining each score change create a record that supports 
governance review, supplier feedback and any subsequent challenge. 

Weighted scoring needs to reflect genuine priorities rather than percentages chosen by habit. 
A 70:30 quality-price split does not automatically guarantee that quality dominates if the price 
formula creates extreme score dispersion, so sensitivity testing before publication can reveal 
such distortions. Objectivity ultimately depends on applying the disclosed methodology to 
evidence actually submitted, without using undisclosed knowledge to rescue weak answers 
or penalising suppliers for information the documents never requested. 

Evaluating Price and Value for Money 

The lowest bid is not necessarily the best value. The Procurement Act 2023 deliberately uses 
MAT rather than the previous most economically advantageous tender formulation, reinforcing 
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that public authorities may weigh relevant non-price factors alongside cost. Cabinet Office 
guidance confirms that contracts need not be awarded on lowest price, nor must price 
automatically outweigh quality. Private procurement reaches the same conclusion wherever 
reliability, innovation, risk or lifecycle economics materially affect business performance. 

Whole-life costing widens evaluation beyond the invoice at contract award. Acquisition, 
implementation, energy, staffing, maintenance, logistics, downtime, contract administration, 
and disposal can all alter suppliers’ economic ranking. Cost models need comparable 
assumptions, realistic demand volumes and transparent treatment of inflation or indexation. 
Where uncertainty is substantial, scenario and sensitivity analysis reveal whether a preferred 
tender remains advantageous if volumes, utilisation or input costs move away from the central 
forecast. 

Abnormally low bids require investigation rather than instinctive rejection. Under section 19, 
an authority may disregard a tender it considers abnormally low only after notifying the supplier 
and giving it a reasonable opportunity to demonstrate that it can perform the contract for the 
price offered. Efficient production, economies of scale or technology may explain the figure; 
equally, omissions, unrealistic assumptions or unlawful practices can make attractive pricing 
unsustainable and operationally dangerous. 

Value for money ultimately combines cost, quality, risk and deliverability over the contract 
period. Cost modelling exposes where bids differ rather than hiding variation inside a single 
headline figure, while quality-price trade-offs remain intentional and traceable to the business 
case. A modest premium may be justified by materially lower operating costs or failure risk; 
conversely, sophisticated features have no value if users do not need them, no matter how 
impressive they appear. 

Supplier Due Diligence 

Supplier due diligence tests whether the preferred commercial proposition is backed by an 
organisation capable of delivering it lawfully and sustainably. Checks commonly cover 
ownership, financial resilience, legal status, regulatory compliance, insurance, references, 
litigation, sanctions, cyber security, Environmental, Social and Governance (ESG) factors and 
critical subcontractors. Depth must reflect contract risk, because a low-value commodity 
purchase does not warrant the scrutiny required for a long-term outsourced service handling 
sensitive data. 

Public-sector due diligence now operates alongside the exclusion and debarment regimes in 
the Procurement Act 2023. Mandatory and discretionary exclusion grounds cover matters 
including serious misconduct, insolvency, competition infringements, poor performance, 
labour and environmental misconduct and threats to national security. Ministers can add 
suppliers to a published debarment list where qualifying grounds apply, and the circumstances 
are continuing or likely to recur, so authorities must check both procurement-specific evidence 
and centrally available supplier information. 

Financial assessment looks well beyond turnover. Liquidity, leverage, profitability, cash 
generation, parent-company support, customer concentration and working-capital demands 
determine whether a supplier can absorb mobilisation costs and performance volatility. 
Insurance requirements must also be proportionate: authorities may seek evidence that 
appropriate cover will exist when performance begins, without requiring bidders to buy it before 
award. This avoids unnecessary bidding costs while still protecting delivery once the contract 
takes effect. 

Cyber resilience has become a core supplier-assurance issue, and National Cyber Security 
Centre (NCSC) guidance recommends understanding supplier criticality and mapping 
subcontractors rather than relying on checklists. The June 2024 ransomware attack on 
pathology provider Synnovis illustrates the stakes: NHS England reported that 10,152 acute 
outpatient appointments and 1,710 elective procedures were postponed at King’s College 
Hospital and Guy’s and St Thomas’ NHS Foundation Trust. Supplier cyber weakness is 

https://www.england.nhs.uk/london/synnovis-ransomware-cyber-attack/latest-media-statement-on-synnovis-cyber-attack/
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fundamentally a continuity risk. 

Retail offers an equally stark private-sector lesson. In April 2025, attackers accessed Marks & 
Spencer (M&S) systems through a third-party impersonation, prompting the retailer to 
suspend online orders for weeks. M&S estimated a £300 million hit to operating profit for 
2025/26 before mitigation, compared with £984.5 million in operating profit the previous year. 
Third-party access controls and identity verification therefore belong squarely within supplier 
due diligence. 

The pandemic-era Personal Protective Equipment (PPE) programme shows why urgency 
never removes the need for assurance. The NAO reported that £12.3 billion of PPE contracts 
were awarded in the early emergency period, and later found that 46 of 115 contracts awarded 
to high-priority-lane suppliers preceded the Department of Health and Social Care’s full eight-
stage due-diligence process. Accelerated decisions can be justified, but their commercial 
consequences remain long after the emergency passes. 

Negotiation and Commercial Clarification 

Negotiation begins with defined objectives, authority limits and a clear understanding of the 
bidder’s commercial position. Preparation identifies target outcomes, acceptable fallbacks, 
dependencies and walk-away points across price, liability, service levels, implementation, 
payment, intellectual property and risk allocation. Successful negotiation is broader than 
securing a discount: reducing scope ambiguity, improving mobilisation commitments or 
reallocating unmanageable risk can create more value than a headline price reduction that 
later returns through claims. 

Under the Procurement Act 2023, negotiation may be built into a competitive flexible 
procedure, provided the tender notice or associated documents explain how the procedure 
will operate. Cabinet Office guidance recognises multi-stage negotiation, dialogue, 
demonstrations and preferred-supplier stages. A post-tender stage can clarify commitments 
or finalise contractual detail if it follows the disclosed process and does not alter the 
competition’s outcome. In contrast, the open procedure creates no equivalent general 
negotiation stage. 

Price negotiation works best when supported by cost and market intelligence. Buyers can 
challenge labour assumptions, overhead recovery, margins, inflation provisions, minimum 
volumes and implementation charges rather than demanding an arbitrary percentage 
reduction. Risk allocation belongs in the same conversation because suppliers price 
uncertainty. Transferring a risk the supplier cannot realistically control tends to produce a 
larger contingency, weaker competition or later contractual tension instead of genuine value 
for money. 

Maintain competitive tension for as long as the chosen process legitimately allows. 
Prematurely signalling a preferred bidder weakens leverage, while repeatedly demanding 
price cuts without addressing scope or risk damages credibility. Negotiation records capture 
offers, concessions, approvals and final positions, ensuring comparable suppliers receive 
treatment consistent with the published procedure. The objective is a deliverable agreement 
that preserves competition integrity, not a superficially impressive last-minute saving that 
unravels after signature. 

Selecting the Preferred Supplier 

Selecting the preferred supplier follows completion of the published evaluation rather than 
preceding it informally. The procurement team confirms scores, exclusions, conditions of 
participation, adjustments and due-diligence findings before making its recommendation, and 
under the Procurement Act 2023 the successful tender must be the MAT determined through 
the stated criteria and methodology. Private-sector governance is less prescribed, but 
evidence-based selection remains essential wherever boards, investors, regulators or internal 
audit may scrutinise decisions. 

https://www.businessinsurance.com/marks-spencer-cyberattack-upheaval-seen-lasting-until-july/
https://www.businessinsurance.com/marks-spencer-cyberattack-upheaval-seen-lasting-until-july/
https://www.nao.org.uk/press-release/investigation-into-government-procurement-during-the-covid-19-pandemic/
https://www.nao.org.uk/wp-content/uploads/2022/03/Investigation-into-the-management-of-PPE-contracts_with-CS-Summary.pdf
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A recommendation report draws the decision together in one auditable narrative. It typically 
records the procurement route, bidders, evaluation results, moderated scores, price 
comparison, risk position, due-diligence outcome, conflicts, contractual issues, and the 
recommended award. When the highest-scoring bid is not recommended, the reasoning 
demands exceptional care, because unexplained departures from published evaluation logic 
undermine both governance and supplier confidence. Approval papers distinguish evaluation 
facts from subsequent management judgement. 

Approval authority matches organisational delegations and contract exposure. Major awards 
may require commercial, finance, legal, security or investment committees before the 
contracting officer can proceed, while lower-value procurements sit within delegated 
procurement authority. Governance tests whether funding remains available, whether 
assumptions have changed and whether unresolved conditions are acceptable. Approval is 
not intended to rerun scoring; it confirms that the proposed award is authorised, affordable, 
compliant and consistent with the business case. 

The preferred-supplier stage may still contain controlled clarification where the procedure 
permits, but buyers must avoid creating an undisclosed second competition or materially 
improving one bidder’s tender after evaluation. Cabinet Office guidance permits such a stage 
within a competitive flexible procedure where it is disclosed in advance and does not change 
the outcome. Commitments made at this stage belong in the contractual documents, not as 
informal negotiation notes or presentation promises. 

Documenting the award decision is ultimately as important as reaching it. Records need to 
allow an independent reader to reconstruct how published criteria led to the recommended 
supplier and how material risks were resolved. That discipline assists supplier feedback, 
protects institutional knowledge when staff change and supports defence of the decision if 
challenged. Selection therefore concludes with an approved decision file, not simply an email 
announcing which bidder achieved the highest score. 

Contract Award Notices and Standstill 

Contract award separates the intention to select a supplier from the point at which the parties 
become legally bound. For competitive procurements under the Procurement Act 2023, 
contracting authorities must provide assessment summaries to every supplier that submitted 
an assessed tender before publishing the contract award notice. Those summaries explain 
why each tender succeeded or failed, replacing the former standstill-letter model with a more 
standardised mechanism intended to make award reasoning easier to understand. 

Publication of the contract award notice confirms the authority’s intention to enter into the 
contract. It starts the mandatory standstill period, which must last at least eight working days 
beginning with the day of publication. The authority cannot normally enter into the contract 
during that period. Standstill gives unsuccessful suppliers time to understand the decision, 
raise concerns and, where necessary, seek remedies before execution makes reversal 
considerably more difficult. 

Unsuccessful-bidder communication needs to be factual, respectful and consistent with the 
assessment record. Feedback explains comparative strengths and weaknesses without 
disclosing another supplier’s confidential information or inventing reasons after the event. 
Good debriefing improves future competition because suppliers understand where their 
tenders underperformed. For buyers, it also tests evaluation discipline, since vague 
explanations often expose weaknesses in score justification that ought to have been resolved 
during moderation. 

Transparency continues after signature. A contract details notice is generally required within 
30 days of the contract being entered into, or 120 days for light-touch contracts. For contracts 
worth more than £5 million, most contracting authorities must also publish a copy of the 
contract within 90 days, or 180 days for light-touch contracts, subject to statutory exceptions. 
These obligations make award records part of the permanent public account of the 
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procurement. 

Contract Formation and Finalisation 

Contract formation is the final bridge between procurement and mobilisation, converting the 
commercial bargain into enforceable obligations. Internal approvals must be complete before 
signature, and the executed contract must reflect the tendered and agreed position. The 
agreement identifies the parties, scope, deliverables, service levels, implementation 
milestones, pricing, payment, and governance, together with an order of precedence across 
schedules so conflicts between the specification, proposal, and negotiated terms are resolved 
predictably. 

Government’s standard contracts illustrate proportionate drafting. The Model Services 
Contract is designed for complex services typically valued above £20 million or requiring 
formal dialogue; the Mid-Tier Contract covers less complex above-threshold requirements 
below that figure; and the Short Form Contract suits lower-value purchases. Pricing provisions 
then explain how charges change through indexation, volume bands, rate cards, credits and 
invoicing, alongside the statutory 30-day payment terms implied into public contracts. 

Liability and indemnity clauses allocate financial consequences when things go wrong. 
Unlimited liability may be appropriate for certain risks, yet it can raise supplier pricing, reduce 
competition or become commercially unrealistic. Caps, exclusions and indemnities need to 
reflect insurable exposure, potential loss and which party controls each risk. Insurance 
requirements must align with that allocation, so that liability is not theoretically transferred to 
a supplier whose cover and balance sheet cannot support it. 

Intellectual property and confidentiality clauses determine who owns created materials, which 
pre-existing rights remain with each party and how sensitive or personal information may be 
used. Technology and consultancy contracts require particular precision because software, 
data, methodologies and reusable tools often involve mixed ownership. Buyers need to secure 
the licences and transition rights required for operational continuity, avoiding dependence on 
intellectual property that becomes inaccessible when the supplier relationship eventually ends. 

Termination provisions complete the risk architecture by defining how the relationship can end 
for breach, insolvency, persistent poor performance, convenience or other agreed triggers, 
together with notice, exit assistance, data return and financial consequences. The 
Procurement Act 2023 also implies termination rights into public contracts in specified 
circumstances, including certain unlawful modifications and supplier exclusion grounds. A 
workable contract therefore plans for an orderly exit from day one. 

Summary – From Identifying Need to Contract Award 

The journey from identifying need to contract award is far more than a sequence of purchasing 
steps. It begins by establishing whether a genuine requirement exists, then challenges 
demand, builds a reasoned business case and assembles reliable spend data. Each decision 
shapes the next, so weak early assumptions become expensive contractual problems. 
Commercial value is frequently created before any supplier submits a price, through decisions 
about what, why, when and how to buy. 

Market analysis, early engagement and risk assessment then translate internal intentions into 
a realistic sourcing strategy. Understanding supplier capacity, competitive behaviour and 
dependency exposure, as the CMA’s bid-rigging estimates and the JLR and KFC disruptions 
illustrate, allows buyers to choose proportionate routes, pricing models and lotting structures. 
TCO analysis and precise specifications ensure that what the market is asked to deliver is 
both affordable across its life and genuinely achievable. 

Competition then converts strategy into a defensible decision. Proportionate selection criteria, 
coherent tender documents, controlled clarifications and well-designed evaluation 
methodologies allow capable suppliers to compete on a comparable basis. Price remains 
important, but whole-life value, quality, resilience, social value and deliverability increasingly 

https://www.gov.uk/government/publications/ppn-013-using-standard-contracts/ppn-013-using-standard-contracts-html
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decide outcomes. Thorough due diligence, as the Carillion, Synnovis, M&S and PPE 
experiences show, and disciplined negotiation provide assurance that the preferred supplier 
can genuinely honour its commitments. 

Contract award establishes the commercial agreement, but it does not deliver the intended 
outcome on its own. Public bodies must combine value for money with transparency, integrity 
and statutory compliance, while private organisations align expenditure with profitability and 
resilience. The next stage begins with mobilisation, when contractual promises must be 
converted into operational delivery and then protected through effective contract and supplier 
management, explored further in Contract Mobilisation to Future Management. 

Additional articles can be found at Procurement and Supply Chain Management Made Simple. 
This site looks at procurement and supply chain management issues to assist organisations 
and people in increasing the quality, efficiency, and effectiveness of their product and service 
supply to the customers' delight. ©️ Procurement and Supply Chain Management Made 
Simple. All rights reserved. 

Further Reading 

Legislation and Statutory Guidance 

• Procurement Act 2023 (legislation.gov.uk). The full text of the Act, including sections 12, 
16–19, 22–23, 31, 41–47, 50–53, 56 and 78 referenced throughout. 

• Guidance on Thresholds (Cabinet Office). Threshold values applying from 1 January 
2026 to 31 December 2027, including light-touch and utilities contracts. 

• Guidance: Frameworks (Cabinet Office). Maximum framework terms under section 47, 
open frameworks and call-off arrangements. 

• PPN 026: The Social Value Model (Cabinet Office, August 2026). The revised jobs-and-
skills model and tiered 10% and 20% weightings for procurements commencing from 1 
January 2027. 

• PPN 013: Using Standard Contracts (Cabinet Office). When to use the Model Services 
Contract, Mid-Tier Contract and Short Form Contract. 

• Prompt Payment Policy (GOV.UK). Government payment targets for SME invoices and 
supply-chain payment requirements introduced through PPN 018. 

Government Policy and Commercial Practice 

• Introducing the GCF Strategy 2026–29 (Cabinet Office, 2026). Strategic direction for 
more than £400 billion of annual public procurement and the role of the GCA. 

• The Sourcing and Consultancy Playbooks (Cabinet Office). Delivery-model 
assessments, Should Cost Models, risk allocation and resolution planning for central 
government. 

• The Green Book (2026) (HM Treasury). Appraisal guidance and the Five Case Model 
underpinning public-sector business cases. 

• GCA Annual Report and Accounts 2025 to 2026 (GCA, July 2026). Aggregated spend, 
commercial benefits, SME participation and aggregation results for 2025/26. 

• DfE SME Action Plan: 2025 to 2028 (DfE, September 2026). Practical use of preliminary 
market engagement, SME spend data and construction framework supply-chain targets. 

• Supply Chain Security Guidance (NCSC). Twelve principles for establishing control and 
oversight of supplier cyber risk. 

• Greener NHS: Information for Suppliers (NHS England). The net zero supplier roadmap, 
including the 10% net zero and social value weighting and carbon reduction plan 
milestones. 

https://procurementandsupplychainmanagement.co.uk/
https://www.legislation.gov.uk/ukpga/2023/54/contents
https://assets.publishing.service.gov.uk/media/6a549fdc1228eb26a4cab7e8/2025-10-09_-_PA23_Guidance_-_Thresholds.FINAL.Ver2.pdf_links.pdf
https://www.gov.uk/government/publications/procurement-act-2023-guidance-documents-define-phase/guidance-frameworks-html
https://www.gov.uk/government/publications/ppn-026-the-social-value-model/ppn-026-the-social-value-model-html
https://www.gov.uk/government/publications/ppn-013-using-standard-contracts/ppn-013-using-standard-contracts-html
https://www.gov.uk/guidance/prompt-payment-policy
https://www.gov.uk/government/publications/introducing-the-government-commercial-function-gcf-strategy-2026-29/introducing-the-government-commercial-function-gcf-strategy-2026-29-html
https://www.gov.uk/government/publications/the-sourcing-and-consultancy-playbooks
https://www.gov.uk/government/publications/the-green-book-appraisal-and-evaluation-in-central-government
https://www.gov.uk/government/publications/government-commercial-agency-annual-report-and-accounts-2025-to-2026/gca-annual-report-and-accounts-2025-to-2026-accessible-version
https://www.gov.uk/government/publications/dfe-small-and-medium-sized-enterprise-sme-action-plan-2025-to-2028--2/department-for-educations-small-and-medium-sized-enterprise-sme-action-plan-2025-to-2028
https://www.ncsc.gov.uk/guidance/supply-chain-security
https://www.england.nhs.uk/greenernhs/get-involved/suppliers
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Audit, Regulatory and Statistical Evidence 

• Managing the Commercial Lifecycle (NAO, February 2025). Good-practice guide 
covering the full commercial lifecycle, with analysis of £407 billion of public procurement 
spend. 

• Rigged Bids, Real Costs: A Case for Urgent Action on Bid Rigging in UK Public 
Procurement (CMA, September 2026). Estimates of bid-rigging costs and 
recommendations for data-driven detection. 

• Investigation into the Government’s Handling of the Collapse of Carillion (NAO, June 
2018). Strategic supplier risk, contingency planning and the estimated £148 million cost 
to taxpayers. 

• Investigation into Government Procurement During the COVID-19 Pandemic (NAO, 
November 2020). Emergency procurement, direct awards and the high-priority lane. 

• Investigation into the Management of PPE Contracts (NAO, March 2022). Due-diligence 
timing, contract outcomes and stock management for PPE. 

• Business Population Estimates 2025 (Department for Business and Trade, October 
2025). Official estimates of UK private-sector businesses by size, employment and 
turnover. 

• UK Trade: December 2025 (ONS, February 2026). Annual import and export values for 
2025, used to illustrate supply-chain exposure. 

Case Studies 

• BAE Systems’ Contribution to the UK and Its Regions (BAE Systems, 2025). Oxford 
Economics analysis of supply-chain spending with 5,800 UK businesses. 

• Latest Media Statement on the Synnovis Cyber Attack (NHS England). Final figures on 
postponed appointments and procedures following the 2024 pathology supplier attack. 

• Reuters on the Economic Cost of the JLR Cyber Attack (Business Insurance, October 
2025). The independent £1.9 billion cost estimate and the impact on more than 5,000 
organisations. 

• Reuters on the M&S Cyber Attack (Business Insurance, May 2025). The estimated £300 
million operating-profit impact and third-party entry route. 

• KFC Reinstates Bidvest Supplier Following Chicken Shortage (Verdict Foodservice, 
2018). The single-depot distribution failure and partial reversion to the previous logistics 
provider. 

• Birmingham City Council’s Oracle Programme Costs (The Register, January 2026). How 
an ERP budget of £19.965 million rose to a forecast £144.4 million. 

https://www.nao.org.uk/wp-content/uploads/2025/02/managing-the-commercial-lifecycle-2025.pdf
https://www.gov.uk/government/publications/procurement-in-the-national-interest/rigged-bids-real-costs-a-case-for-urgent-action-on-bid-rigging-in-uk-public-procurement
https://www.gov.uk/government/publications/procurement-in-the-national-interest/rigged-bids-real-costs-a-case-for-urgent-action-on-bid-rigging-in-uk-public-procurement
https://www.nao.org.uk/press-release/investigation-into-the-governments-handling-of-the-collapse-of-carillion/
https://www.nao.org.uk/press-release/investigation-into-government-procurement-during-the-covid-19-pandemic/
https://www.nao.org.uk/wp-content/uploads/2022/03/Investigation-into-the-management-of-PPE-contracts_with-CS-Summary.pdf
https://www.gov.uk/government/statistics/business-population-estimates-2025/business-population-estimates-for-the-uk-and-regions-2025-statistical-release
https://www.ons.gov.uk/economy/nationalaccounts/balanceofpayments/bulletins/uktrade/december2025
https://www.baesystems.com/en-uk/our-company/our-contribution-to-the-uk-and-its-regions
https://www.england.nhs.uk/london/synnovis-ransomware-cyber-attack/latest-media-statement-on-synnovis-cyber-attack/
https://www.businessinsurance.com/jaguar-land-rover-hack-cost-uk-economy-an-estimated-2-5-billion-report/
https://www.businessinsurance.com/marks-spencer-cyberattack-upheaval-seen-lasting-until-july/
https://www.verdictfoodservice.com/news/kfc-reinstates-bidvest-supplier-following-chicken-shortage
https://www.theregister.com/2026/01/29/birmingham_oracle_latest/
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