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Foreword  

Procurement has moved well beyond its old role of buying goods and services at the lowest 
acceptable price. Across the UK public sector alone, contracting authorities spend around 
£434 billion a year through procurement — close to a third of all public expenditure, according 
to the House of Commons Library. In organisations that manage this scale of spend well, 
procurement operates as a commercial discipline that connects expenditure, markets, 
suppliers, contracts, and operational priorities, shaping outcomes long before a tender is 
issued and long after a contract is signed. 

Yet procurement’s reputation in many organisations remains stubbornly poor. It is too often 
associated with paperwork, delay, and a rulebook wielded after decisions have already been 
made elsewhere. That reputation is usually self-inflicted: functions invited to the table only 
once specifications are fixed, and budgets committed, can rarely do more than check 
compliance and get blamed for the friction this creates. A master plan built around early, visible 
engagement is the surest way to change that perception. 

Commercial management depends on visibility. Organisations cannot manage expenditure 
effectively if they do not understand where money is being spent, which suppliers hold the 
greatest value, or where contractual commitments are concentrated. Spend categorisation, 
ownership by budget managers and regular reporting create the foundation for informed 
decisions. When reviewed consistently, these disciplines let procurement identify emerging 
requirements, unmanaged activity, and opportunities for competition well before urgency 
narrows the available options. 

A disciplined model converts that visibility into action. Monthly commercial reviews, category 
strategies, and a structured pipeline enable requirements to be planned rather than discovered 
at the point of expiry. Market intelligence, benchmarking and supplier analysis then help 
determine where competition, negotiation, consolidation or alternative sourcing will create 
value. This proactive approach buys the organisation time — time to challenge demand, test 
assumptions and prepare stronger commercial solutions before delivery pressure forces a 
compromise. 

The strongest procurement functions build a continuous cycle of improvement. Performance 
measures, supplier results, savings and pipeline delivery provide evidence of what is working 
and where attention is needed, feeding back into spend analysis, category planning and future 
sourcing decisions. Linking strategy, data, market understanding, execution and performance 
in this way turns procurement from an administrative afterthought into a practical engine for 
sustained commercial value across the organisation. 
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Positioning Procurement as a Strategic Commercial Function 

Procurement creates its greatest value when positioned as a commercial function rather than 
an administrative buying service. Its purpose extends far beyond placing orders and 
processing invoices: by shaping how money is spent, how requirements are defined and how 
suppliers are selected, procurement influences financial performance, decision-making and 
wider corporate priorities. This places the function closer to strategy, governance and long-
term planning than many organisations traditionally allow it to sit. 

That positioning is shifting nationally. The Chartered Institute of Procurement & Supply’s 2026 
Global State of Procurement & Supply report, produced with GEP, found that 52% of 
procurement leaders now have greater influence over organisational spend, 41% describe 
their relationship with the board as aligned or close, and a third report directly to the chief 
executive — more than double the proportion reported two years earlier. Organisations that 
hold procurement back from this influence typically pay for it later, not at the point of sourcing. 

The National Audit Office’s January 2025 report on government technology suppliers 
illustrates the cost of leaving commercial input too late. Departments spend at least £14 billion 
a year on digital programmes, yet investment cases are frequently approved without detailed 
technical or commercial assessment. Across five major digitalisation programmes examined, 
the NAO found that costs had risen by £3 billion and delivery had slipped by a cumulative 29 
years — losses traceable to decisions made before procurement was meaningfully involved. 

A strategic procurement function starts by understanding what the organisation is trying to 
achieve and translating that into commercial priorities. Investment plans, service commitments 
and efficiency targets all shape how external expenditure should be managed. From this 
position, procurement can challenge demand, identify opportunities for aggregation, improve 
specifications and determine where competition will create value — starting its contribution 
well before a tender is drafted or a contract signed. 

Commercial influence also strengthens resilience. Procurement assesses supply markets, 
supplier dependence, capacity constraints, and financial exposure, enabling informed 
decisions on sourcing models, contract duration, and diversification before disruption occurs, 
rather than after. That perspective must then be sustained across the full lifecycle: savings 
struck at award can evaporate if demand grows, specifications drift, or suppliers underperform, 
so planning, sourcing, mobilisation, and performance review need to operate as a single 
continuous process rather than a sequence of handoffs. 

Creating a Clear View of Organisational Expenditure 

A clear view of organisational expenditure is essential before procurement can influence 
commercial performance. Accurate spend visibility shows where money is committed, which 
suppliers receive the greatest value, and how purchasing patterns change over time. 
Combining financial data with contract and supplier information enables an organisation to 
distinguish controlled expenditure from fragmented buying, identify dependencies, and 
determine where closer scrutiny — or stronger intervention — is justified before a small 
problem becomes an expensive one. 

Spend analysis should look beyond headline totals to the structure behind them. Recurring 
payments, multiple suppliers providing near-identical services, off-contract purchasing and 
spend concentrated with a handful of vendors can all signal commercial risk or missed 
opportunity. Understanding these patterns enables procurement to challenge unnecessary 
complexity, identify opportunities for aggregation, and test whether existing arrangements 
remain competitive, proportionate, and aligned with current priorities, rather than simply 
reflecting how contracts happened to be signed in the past. 

Reliable expenditure data also strengthens planning. When category values, supplier 
commitments and contract end dates are visible, emerging requirements can be identified and 
built into a forward programme rather than discovered at the point of expiry. This reduces 
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reactive buying, improves market preparation, and gives budget managers more time to weigh 
demand, specification and affordability. Spend visibility becomes an active commercial 
management tool, not a retrospective finance report nobody reads until year-end. 

Building a Meaningful Spend Category Structure 

A meaningful category structure gives procurement a practical framework for managing 
external expenditure. Rather than relying solely on finance codes, categories should group 
related requirements by common markets, supplier capability and commercial characteristics. 
This lets expenditure that appears scattered across accounting systems be viewed 
collectively, creating a clearer picture of scale, dependencies, competition, and the sourcing 
opportunities available — insight that a chart of accounts alone will never reveal. 

Scale matters here. The National Audit Office estimates the market for “common goods and 
services” — categories such as IT, fleet, energy and facilities that recur across almost every 
public body — at around £125 billion, roughly 32% of total public procurement spend. Because 
so much of this spend is genuinely comparable between organisations, it is precisely the 
territory where a well-built category structure turns fragmented, organisation-specific buying 
into leverage that a single team could never achieve alone. 

Effective categorisation reflects both how suppliers operate in the market and how the 
organisation records spend internally. Goods and services sharing supply chains, cost drivers 
or technical characteristics can often be managed together, making market analysis more 
relevant and comparison between suppliers easier. This approach also helps procurement 
identify where fragmented purchasing can be consolidated, without forcing genuinely 
unrelated requirements into artificial categories that add administration but little commercial 
insight. 

The structure should be detailed enough to reveal real opportunities without becoming 
unwieldy. Categories that are too broad can conceal important differences in supplier pricing 
and risk, while excessive subdivision creates administrative burden and weakens strategic 
oversight. A balanced hierarchy, supported by sensible subcategories where genuinely 
needed, allows procurement to examine expenditure at multiple levels and choose the right 
depth of analysis for each commercial decision. 

Category structures should not remain static as needs and markets change. New services, 
technologies, suppliers and operating models can alter the commercial logic behind existing 
classifications, making periodic review essential. Testing whether categories continue to 
support analysis, accountability, and sourcing keeps the structure aligned with current 
expenditure and market conditions, and provides the organisation with a live platform for 
directing procurement effort where it will matter most. 

Giving Budget Managers Clear Commercial Ownership 

Assigning procurement categories to named budget managers creates clear accountability for 
how expenditure is controlled and developed. Each manager should understand the scope of 
the category, the suppliers involved, existing contractual commitments and the level of annual 
spend. This ownership prevents responsibility from becoming dispersed across departments 
and gives procurement a recognised business lead to work with when reviewing demand, 
identifying risks, or planning future sourcing activity together. 

Commercial ownership should extend beyond monitoring budgets and approving invoices. 
Budget managers are best placed to explain operational requirements, service pressures, 
supplier performance and expected changes in demand. Their involvement gives procurement 
the context needed to interpret spend data correctly and distinguish genuine business need 
from avoidable cost. Regular engagement also creates earlier visibility of new requirements, 
allowing time for market analysis, specification development and competitive procurement 
where appropriate. 

Clear responsibility also strengthens contract management after award. Where a category has 
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an identified owner, supplier performance, service issues, financial variations and 
improvement opportunities are less likely to go unchallenged. Procurement supplies 
commercial expertise, governance and market insight, while the budget manager retains 
accountability for outcomes. This shared model creates stronger control throughout the 
lifecycle and helps ensure future decisions reflect evidence and experience rather than habit. 

Turning Procurement Data into Actionable Spend Intelligence 

Regular spend reports convert procurement data into information managers can use to make 
better commercial decisions. Reporting should show expenditure by category, supplier, 
department and contract, so the organisation can understand where money is being 
committed and how patterns are changing. Presented consistently, this information reveals 
high spend, fragmented purchasing, supplier concentration and emerging activity that may 
need closer review or earlier procurement involvement. 

Useful spend intelligence highlights exceptions and trends rather than reproducing 
transactions. Unmanaged expenditure, repeated low-value purchases, rising supplier costs 
and activity outside established contracts can all indicate opportunities for intervention. 
Comparing current figures with previous periods also helps identify changes in demand, 
unusual movements, and emerging risks, so procurement can investigate the underlying 
causes and decide whether sourcing, negotiation, consolidation, or stronger contract controls 
are needed. 

The greatest value comes when reporting leads directly to action. Procurement and budget 
managers should use spend data to identify categories that require market review, contracts 
approaching renewal, and requirements suitable for competitive tendering. Clear reporting 
also supports prioritisation by showing where potential savings, service improvements or risk 
reduction are greatest — turning spend intelligence into a forward-looking commercial tool 
rather than a record of what has already happened. 

Creating a Monthly Commercial Review Cycle 

A monthly commercial review cycle provides procurement and budget managers with a regular 
forum to jointly examine expenditure, contracts, and upcoming requirements. Structured 
discussion ensures commercial issues are considered before they become urgent, while 
maintaining visibility of changing business needs. Reviewing each category consistently helps 
identify where spend is increasing, contracts are nearing expiry, or new requirements are 
emerging, giving the organisation more time to plan appropriate action. 

These meetings should focus on decisions and priorities rather than simply presenting 
financial information. Category spend, supplier performance, contract variations, service 
concerns and anticipated demand can all be reviewed against current plans. Budget managers 
explain operational pressures, while procurement challenges assumptions, tests whether 
existing arrangements remain competitive, and identifies where intervention may help — a 
balanced discussion combining commercial insight with practical knowledge of organisational 
requirements. 

The cycle should conclude with actions, responsibilities and timescales, so opportunities are 
progressed rather than repeatedly discussed. Agreed actions might include obtaining market 
intelligence, reviewing supplier performance, preparing a tender, challenging demand or 
updating a category strategy. Tracking progress at subsequent meetings creates 
accountability and maintains momentum, turning the monthly review into a disciplined process 
that links spend intelligence directly to procurement planning and measurable improvement. 

Building the Procurement Pipeline 

A visible procurement pipeline turns commercial intelligence into a planned programme of 
activity. Information gathered through spend reviews, contract registers and discussions with 
budget managers can be translated into forthcoming renewals, sourcing exercises and 
improvement projects. This lets procurement see what is approaching, assess its importance, 
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and realistically sequence work, allocating resources effectively rather than relying on reactive 
purchasing once deadlines become pressing. 

The pipeline should include more than contract expiry dates. It can capture opportunities for 
supplier consolidation, market testing, renegotiation, specification review and category 
development where evidence suggests better outcomes are available. Each item should 
record expected value, timing, ownership, risk, and proposed procurement route, so that 
priorities can be compared consistently and effort can be focused on activities with genuine 
commercial and organisational benefit. 

Social housing offers a clear illustration of what early pipeline visibility buys an organisation. 
Fusion21, the procurement consortium created by and for the housing sector, has saved its 
members more than £424 million through its frameworks and helped generate over £300 
million in social value. Its own analysis of retrofit programmes found that starting supplier and 
resident engagement before funding is even confirmed reduces survey and design gaps, 
sharpens market appetite, and avoids the aborted works and delays that follow late planning. 

The cost of leaving retrofit planning too late has also risen sharply. Under the now-closed 
ECO3 scheme, the average cost of energy-efficiency work per property was around £3,500; 
under its successor, ECO4, which covers fuller whole-house retrofitting, that average rose to 
roughly £26,000. Maintaining the pipeline as a live document, reviewed regularly with budget 
managers and senior stakeholders, keeps this kind of escalation visible early rather than 
discovered mid-programme. 

Understanding Markets, Suppliers and Commercial Leverage 

Understanding the market gives procurement the context needed to make stronger 
commercial decisions. Supply market analysis should examine size, supplier capability, 
competition, capacity, geographic exposure and barriers to entry, helping identify whether the 
organisation is operating in a buyer’s market, a supplier-dominated environment, or 
somewhere in between. That insight lets the sourcing strategy, negotiation approach, and 
contract structure reflect prevailing commercial conditions with greater confidence. 

Supplier intelligence adds depth by examining financial strength, operational performance, 
ownership, dependency and strategic importance. Construction — a sector many public 
bodies rely on heavily — illustrates why this matters: the industry recorded 3,931 insolvencies 
in 2025, the highest of any UK sector and 22% above pre-pandemic levels, according to the 
Centre for Construction Best Practice. Understanding which suppliers are financially exposed 
and where switching would be difficult enables proportionate risk management rather than 
discovering fragility only after a contractor has failed. 

Benchmarking and cost-driver analysis help determine whether prices and arrangements 
remain reasonable. Comparing rates, margins, service models, and contract terms against 
market evidence can reveal where costs have drifted or where specifications have become 
unnecessarily expensive. Understanding labour, materials, energy, logistics, and other 
underlying cost components also improves negotiation, allowing procurement to focus on the 
factors genuinely shaping supplier costs rather than on price in isolation. 

Commercial leverage depends on using market knowledge intelligently rather than assuming 
greater spend automatically creates stronger bargaining power. Leverage may come from 
volume, contract duration, payment terms, future opportunities, specification flexibility or an 
attractive customer relationship — while scarce supply, high switching costs or operational 
criticality can weaken the buyer’s position. Recognising these dynamics lets procurement 
pursue realistic objectives while protecting continuity, competition and long-term value. 

Developing Category Strategies That Drive Value 

A strong category strategy turns spend analysis into a clear commercial direction for an 
important area of expenditure. It should define what the organisation needs to achieve, how 
the market is structured, and which risks or opportunities require attention. By setting 
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objectives for cost, quality, service and competition, procurement moves beyond isolated 
sourcing exercises into a coordinated approach that guides stakeholder decisions across the 
category over time. 

Aggregation through national frameworks shows what a well-executed category strategy can 
deliver at scale. The Government Commercial Agency — created in April 2026 from the former 
Crown Commercial Service and Cabinet Office commercial teams — channelled over £30 
billion of public spend through its agreements in its final year as CCS, securing £4.6 billion in 
commercial benefits for customers in 2024/25 alone. The same logic applies at organisational 
level: aggregating comparable demand under a deliberate strategy consistently outperforms 
ad hoc, category-by-category buying. 

The strategy should also consider how resilience, sustainability and supplier capability affect 
long-term value. Some categories may need greater diversification or investment in supplier 
development, while others benefit from standardisation or aggregation. Environmental and 
social objectives should be proportionate to the requirements and the market, so that 
commercial decisions do not focus narrowly on price while overlooking operational, 
reputational, or strategic consequences. 

Category strategies should remain practical documents, reviewed as expenditure, markets 
and organisational priorities change. Performance data, supplier feedback, spend trends and 
stakeholder experience reveal whether original objectives are being achieved or need 
adjustment. Used consistently, category management provides continuity between analysis, 
sourcing, contract management and the next cycle of commercial improvement, rather than 
resetting from scratch each time a contract comes up for renewal. 

Selecting the Right Procurement and Sourcing Approach 

Selecting the right procurement approach requires more than applying a standard process to 
every requirement. The chosen route should reflect contract value, operational importance, 
complexity, market maturity and the consequences of failure. A routine purchase may justify 
a straightforward competitive exercise. At the same time, a strategically important service 
could require extensive market engagement, detailed evaluation, and stronger governance — 
proportionality that matches the procurement effort to the significance of what is being bought. 

The clearest evidence yet on why timing matters comes from the construction sector. 
Constructing Certainty, published by the Centre for Construction Best Practice in June 2026, 
analysed 412 public sector projects delivered by 55 contractors and mapped contractor 
appointment timing against final cost and programme performance. Projects where 
contractors were appointed early, at RIBA Stages 0–2, delivered on or slightly under budget, 
with cost variances of around -1.6% to -1.8%. Projects appointed at Stage 3 overran costs by 
an average of 8.56%, rising to 17.35% at Stage 4. 

Yet 63% of the projects studied were still procured at Stage 3 or later — the pattern most 
strongly associated with weaker outcomes. Applied across government’s £725 billion ten-year 
infrastructure pipeline, the report estimates late contractor appointment exposes projects to 
more than £125 billion in avoidable cost risk, against indicative savings of up to £13 billion 
from earlier engagement. The report recommends mandating contractor involvement for 
public capital projects above £5 million by Stage 2. 

Sourcing models also shape commercial outcomes. Requirements may be awarded to a single 
supplier, split into lots, delivered through frameworks, or structured as longer-term 
partnerships, each with different implications for resilience, competition and supplier 
dependency. Contract structure should then reinforce planning objectives: duration, extension 
options, pricing mechanisms and risk allocation all affect supplier behaviour after award, and 
getting this design right helps ensure that value secured through competition does not quietly 
erode. 

Timetabling matters because poorly planned procurement usually produces unnecessary 
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pressure later. Sufficient time should be allowed for stakeholder engagement, market analysis, 
specification development, approvals, competition, evaluation, negotiation and mobilisation. 
Starting early gives the organisation greater choice and reduces dependence on short 
extensions or emergency decisions, and — as the construction data above shows — it is 
consistently the single factor most associated with staying on budget. 

Designing Requirements For Better Commercial Outcomes 

Effective requirements begin with a clear understanding of the outcome the organisation 
needs, rather than a detailed description of how suppliers must deliver it. Specifications should 
distinguish essential requirements from preferences, legacy practices and unnecessary 
constraints. This creates greater scope for suppliers to propose efficient solutions, reduces 
the risk of over-specification, and helps procurement avoid embedding cost into a contract 
before competition has even begun in the wider market. 

Well-designed scopes can also encourage innovation by focusing on performance, outputs 
and service outcomes rather than prescribing every process. Suppliers often hold specialist 
knowledge of technology, operating methods, and market developments that buyers do not 
have internally, and controlled flexibility gives bidders room to propose better ways to meet 
the requirement. Clear evaluation criteria then ensure that innovation stays relevant, 
affordable, and fairly assessable during competition and award. 

Requirements should ultimately create conditions for both commercial tension and successful 
delivery. Clear scope boundaries, realistic volumes, accurate data and proportionate 
contractual obligations help suppliers price risk more confidently and reduce the likelihood of 
disputes after award. Early engagement with users and the market tests whether assumptions 
are practical before tendering begins, producing specifications that support competition, 
protect quality and improve the prospects of securing sustainable value. 

Using Competition and Evaluation to Secure Value 

Competition creates commercial tension by requiring suppliers to demonstrate why their offer 
represents the strongest overall proposition. A well-designed tender should provide sufficient 
market access, clear instructions and realistic timescales while avoiding unnecessary 
complexity. Procurement should ensure capable bidders can compete on an equal footing and 
that requirements are consistently understood — genuine competition improves pricing 
discipline, tests alternative solutions, and reduces dependence on assumptions about 
incumbent suppliers. 

Evaluation methodology should be designed before tenders are received and aligned directly 
with the outcomes the organisation seeks. Weightings for price, quality, service, and other 
relevant factors should reflect their genuine importance rather than rely on a standard formula, 
and questions and scoring criteria must meaningfully distinguish between bids. Clear 
methodology limits subjectivity and helps demonstrate that award decisions have been 
reached consistently and fairly, which matters as much for defending a decision as for 
reaching it. 

Supplier capability should be assessed alongside the attractiveness of the proposed solution. 
Experience, resources, financial standing, technical competence and delivery capacity all 
influence whether promised outcomes are realistically achievable. Procurement should also 
weigh implementation risk, reliance on subcontractors and resilience where these factors are 
material — a low price offers little value if the supplier cannot mobilise effectively or maintain 
standards when conditions become demanding. 

Commercial assessment should look beyond the tendered price to the economic 
consequences of the proposed arrangement. Whole-life costing may include implementation, 
maintenance, consumption, indexation, disposal and transition costs where relevant, and 
pricing models should be tested for assumptions, exclusions and future exposure. This 
broader analysis helps prevent apparently inexpensive bids from becoming costly during 
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delivery and supports comparisons based on sustainable value rather than on headline price 
alone. 

A defensible award decision requires a clear audit trail linking published criteria, evaluator 
judgement, commercial analysis and outcome. Moderation should resolve scoring differences 
through evidence rather than compromise, while clarification should never become an 
opportunity to rewrite a weak bid. Transparent evaluation protects competition, supports 
effective governance, and gives suppliers confidence that decisions are evidence-based — 
converting competitive pressure into demonstrable organisational value. 

Negotiating and Structuring Strong Commercial Agreements 

Strong commercial agreements begin with negotiation that is prepared, evidence-based and 
focused on organisational priorities. Procurement should understand its objectives, acceptable 
compromises, market leverage and areas that must remain protected before discussions 
begin. Negotiation can then address price, service, risk, performance and flexibility as a 
complete package rather than treating cost in isolation, improving the likelihood of securing 
balanced terms that remain workable throughout the contract period. 

Pricing and payment mechanisms should encourage the behaviours the organisation wants 
from suppliers. Fixed prices, indexation, gainshare, open-book arrangements, milestone 
payments or performance-linked charges may each suit different requirements. Procurement 
should test how these mechanisms behave under different scenarios and ensure that 
incentives do not create unintended consequences, so that suppliers receive a reasonable 
reward while the organisation is protected from avoidable cost escalation or poor delivery. 

Risk allocation should place responsibility with the party best able to control or manage each 
exposure. Transferring excessive risk to suppliers can increase prices, reduce competition or 
create contractual positions that are difficult to enforce, while retaining too much risk can leave 
the organisation exposed to costs, delays or service failures. Proportionate allocation, 
supported by insurance, liability provisions and remedies, creates a more sustainable basis 
for delivery. 

Contractual protections should preserve commercial value after signature, particularly as 
circumstances change. Clear provisions covering performance standards, change control, 
benchmarking, audit rights, termination, data, intellectual property and dispute resolution 
prevent uncertainty during delivery. At the same time, governance arrangements define 
responsibilities, escalation routes and review mechanisms. Negotiated and designed together, 
the resulting agreement becomes an active management framework rather than a document 
consulted only when problems arise. 

Managing Contracts and Suppliers for Continuous Value 

Contract management begins when an agreement is awarded, not when problems emerge 
during delivery. Clear responsibilities, governance arrangements, and performance 
expectations should be established from mobilisation onwards, providing procurement and 
operational managers with visibility into obligations, service levels, and commercial 
commitments, enabling consistent performance assessment. This disciplined approach 
protects the benefits secured through competition and prevents value eroding through poor 
oversight, unmanaged change or supplier underperformance. 

KPIs and service levels should measure the outcomes that matter to the organisation rather 
than generate excessive reporting. Measures may cover quality, responsiveness, cost, 
compliance, delivery, customer experience and improvement activity, depending on the 
requirement, with targets that are realistic, measurable and linked to meaningful 
consequences where appropriate. Regular performance reviews then identify trends, 
challenge deterioration and recognise strong delivery before isolated issues harden into 
persistent problems. 

Financial monitoring matters equally, because commercial value can erode even when service 
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delivery looks satisfactory. Pricing adjustments, volume changes, additional charges, rebates, 
indexation, and savings commitments should be checked against the contract throughout its 
duration, with effective change control ensuring that amendments are justified, authorised, 
and recorded before implementation. This prevents scope creep, maintains budget discipline, 
and provides an audit trail that shows how the arrangement has evolved. 

Supplier relationship management should reflect the importance, complexity and risk of each 
contract. Strategic suppliers may justify structured meetings, executive engagement and 
improvement plans, while lower-risk arrangements need lighter oversight. The objective is not 
to create unnecessary administration but to establish relationships in which issues surface 
early, and opportunities can be explored, so that strong engagement improves 
communication, supports innovation and encourages suppliers to invest in better outcomes. 

Continuous improvement turns contract management from a defensive control into a source 
of value. Performance data, user feedback, market developments, and supplier ideas should 
identify opportunities for efficiency, service enhancement, and cost reduction throughout the 
agreement, with lessons feeding back into future specifications, sourcing strategies, and 
evaluation criteria. Feeding the delivery experience into procurement planning this way 
creates a commercial cycle in which each contract strengthens the quality of subsequent 
decisions. 

Measuring Commercial Performance and Driving the Next Opportunity 

Commercial performance should be measured against the outcomes procurement was 
expected to deliver, not simply the number of tenders completed. Savings, cost avoidance, 
contract coverage, supplier performance and pipeline delivery together provide a broader view 
of effectiveness, showing whether commercial activity is reducing expenditure, strengthening 
supplier outcomes and converting planned opportunities into completed actions that support 
the organisation’s wider objectives. 

Credible measurement is achievable at real scale. The UK Government Commercial Function 
reported £6.8 billion in cumulative savings for the 2024/25 financial year — split roughly evenly 
between £3.4 billion in cashable savings and £3.4 billion in non-cashable benefits — an 
increase of £3 billion on the previous year, alongside a 90% completion rate against its own 
strategic objectives. Distinguishing cashable savings from avoided-cost and demand-related 
benefits in this way helps keep reported figures credible under scrutiny from finance and senior 
leadership. 

Supplier and contract performance provide an equally important measure of commercial 
success. Cost reductions have limited value if service quality deteriorates, risks increase, or 
suppliers repeatedly fail to meet commitments. Monitoring KPIs, service levels, improvement 
plans, and recurring issues helps identify whether contractual arrangements are delivering as 
intended, while tracking pipeline performance highlights delays, completed exercises, and 
opportunities that need additional support before benefits can be fully realised. 

Performance information should shape the next cycle of procurement activity. Results from 
savings reviews, supplier assessments, contract coverage and pipeline delivery can be fed 
back into spend analysis and category planning. Areas of weak performance may need market 
testing, renegotiation, consolidation, or specification review. At the same time, successful 
approaches can be replicated elsewhere — a feedback loop that turns measurement into 
identifying the next opportunity, not just a record of the last one. 

Summary - Creating a Sustainable Commercial Cycle 

Procurement delivers its greatest value when it operates as a connected commercial system 
rather than a sequence of isolated purchasing activities. Clear spend visibility, meaningful 
categories, defined ownership and regular engagement with budget managers create the 
foundation for decisions. Supported by accurate reporting and planning, the organisation can 
identify priorities earlier, allocate resources effectively, and direct procurement effort towards 
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areas offering the greatest potential return — replacing the old, reactive reputation with one 
built on evidence and early involvement. 

A structured procurement pipeline converts commercial insight into planned action by 
highlighting renewals, sourcing exercises, consolidation opportunities and areas requiring 
market intervention. Supply analysis, supplier intelligence and benchmarking then provide the 
context needed to judge where leverage exists and where risk is increasing. Category 
strategies bring these findings together, setting clear objectives for cost, quality, resilience, 
sustainability and future competition while keeping procurement activity aligned with 
organisational priorities. 

Strong commercial outcomes depend on selecting the right sourcing route, designing effective 
requirements and creating meaningful competition. As evidence from government digital 
programmes and public-sector construction shows, the procurement approach should reflect 
the requirement’s value, complexity, risk and prevailing market conditions. Procurement 
should be engaged from the earliest practical stage, before decisions narrow the available 
options. Transparent evaluation, whole-life cost assessment and disciplined negotiation then 
help ensure that decisions remain evidence-based. 

Value secured at award must be protected throughout the contract period. Effective contract 
and supplier management uses service levels, KPIs, financial controls, change management 
and regular performance reviews to maintain standards and prevent commercial drift. Strong 
supplier relationships can also generate innovation, efficiency and continuous improvement 
when managed proportionately, with lessons from delivery feeding directly into future 
specifications, sourcing decisions and category development. 

Commercial maturity is demonstrated by an organisation’s ability to measure results and use 
them to identify the next opportunity. Savings, cost avoidance, contract coverage, supplier 
performance and pipeline delivery should be tracked consistently and supported by credible 
evidence, as demonstrated by the Government Commercial Function and organisations such 
as Fusion21 in their published performance reporting. When performance information is 
returned to spend analysis, category planning, and budget manager reviews, procurement 
stops being an afterthought. It becomes a continuous-improvement discipline that strengthens 
control and outcomes over the longer term. 

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. 
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