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1 Executive summary

1.1 Why is a strategic approach to public procurement important?

European cities (and other public authorities) buy goods, works and services for in total €2 trillion
euros a year. Public procurement has asignificantleverage effecton the economy and in addressing
social and environmental challenges. The European directives identify this strategic approach to
public procurement.

The effectiveness of public spend dependslargely onits contributionto achieve public policy goals.
1.2 What is needed for building this strategic procurement approach?

The procurement strategy must be practical, clear and understandable. It may be ambitious but
should be pragmatic and adopta continuous-improvementapproach. It must be stable in the medium
term and be able to anticipate on emerging issues or challenges.

Building a procurement strategy means formulating the goals to be achieved and translating them
into a city’s managerial processes and operational terms. It's recommendable to work together at a
local level with other local authorities that share similar goals. Letting economic operators (market
parties) join this cooperation can have significantadvantages.

1.3 How can a city go about designing and performing a successful procurement
strategy?

A number of steps need to be taken in a consecutive order and repeated in time with a view on
adjustmentand improvement:

The city must clearly and precisely identify:

e The maturity of public procurement by performing a baseline measurementwith the help ofaself-
assessment-tool

e The long-term goals, objectives and the expected outcomes of procurement, related to the
policies ofthe city, by:

- Talking to and influencing politicians, decision makers and practitioners, in order to listen to
their needs and wants, and to convince them of the need and necessity of a robust
procurementapproach;

- Defining thecity’s strategic purchases inline with the set public policies and categorizing them
depending on the expected impacts and taking into accountthe supply risk by exploring the
market;

- Relating to changes andinnovationtaking place in businesses (especially small and medium-
sized);

e The resources, key-players, expertise and competences needed to operationalize the strategy

and ensure its actual application;
e The way to incorporate these choices in the managementprocesses ofthe city;




e The performance and impact of public spend, by measurement, leading to a continuous
adjustmentand improvementofthe procurement strategy and its related processes.

Figure 1 Designing and performing a strategic public procurement policy according to the continuous improvement
circle of Plan-Do-Check-Act (Circle of Deming)

incorporation

1.4 Guidance on building an procurement strategy

The purposeofthis guideis to share with cities a methodology, experiences and toolsin apractical
and operational way to help thembuild their own strategy and manage the procurementprocess.




2 Howtousethe guidancetoolkit?

The guidance toolkit can be used in various ways. It can be read from cover to cover’ and thus
provide a sequential instruction on how to build, implement and put into practice a strategic
procurementpolicy. Oritcan be approached viaits separate building blocks, dependent on the users
need forinformation about specific issues.

The guidancetoolkitis divided into three parts:

1. The strategic level: why is building a procurement strategy important and what does it entail
(Section 4);

2. Thetactical level: whatprocess and methodology of designingisbeing used and what component
parts does a procurement strategy include (Section 5);

3. The operational level: howto go aboutit practically (Section 6).

The Sections comprise several building blocks that elaborate on theissue in hand.

A building block consists of a short introduction, a concise explanatory text and a handy ‘to do’ list
that summarizes the steps to be taken. Furthermore, references are made to relevant case
descriptions. Certain topicsare illustrated by ashortvideo or podcastaboutthe approach other cities
have taken around specificissues. Thevideo’s and podcasts are meant to inspire and trigger cities
to start working on their procurement strategy.

In order to make the guidancetoolkitas practical as possible, long digressions have been avoided.
Instead, the explanatory texts include references to other sources ofinformation and suggestions for
further reading.

Consultthis table, in orderto find outwhich partis relevantfor you.
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3 Preliminaries

3.1 General introduction

After the financial crisis of 2008 lessons were learned about the inner workings of our economy, our
social model and our environmental impact. Public money has been used to bailout the financial
system and for economic recovery. This led to a worrying increase in public debt, the ensuing social
crisis, increasing inequality, populism and doubt about policy credibility. As a result, guidelines have
been adopted that refocus on common interests: the 17 Sustainable Development Goals of the United

Nations in 2012 and the Paris Climate Agreementin 2015.

Achieving these goals requires the involvement of everyone: "Think global, act local" is a guiding
principle. With its financial power - €2 trillion for Europe - and its enormous leverage effect, public
procurement is an essential tool. The European directives have clearly identified this strategic
approach. Public procurement must be strategic, consistent with public policy directions and its

effectiveness depends on measuring its real contribution to the achievement of public policy goals.

European cities have been contributing for many years to policies touching on public procurement
The Urban Agenda Partnership on Innovative and Responsible Public Procurement identified the

opportunity and need to strengthen its strategic approach. The purpose of this guide is to share a

methodology, experiences and tools in a practical and operational way to let each procurer take action.

After the financial crisis 0f 2008 lessons were learned about the inner workings of our economy, as
well as about our social model and our environmental impact. In view of the consequences on
economic activity, human and social devastation and environmental emergencies, these questions
are legitimate, indispensable and cannot remain unanswered. Originating in the United States, the
primarily financial crisis was linked to the practices of certain banksand globalisation, resulting in the
spread ofits most harmful effects on the global economy as awhole. The crisis of responsibility - no
one in particular has been accused or judged - has seen a huge amount of public money used to
bailout the financial system and it has also been used extensively for economic recovery at the
expense of a worrying increase in public debt. The repercussions are particularly serious when
addressing the ensuing social crisis, increasing inequality, populism and doubt about policy
credibility.

However, in this period, it is necessary to highlight two acts that have made it possible to adopt
guidelines refocused on common interests, and to redirect public policies: the Paris Climate
Agreement and the adoption by the UN ofthe Sustainable Development Goals. The firstwas ad opted
on 12 December 2015 by 195 delegations out of the 197 UN delegations and aims to organize the
fight against global warming by limiting it to 2°C, to disinvest fossil fuels and to achieve carbon
neutrality. The second textofthe Rio Conferencein 2012 adopts 17 Sustainable Development Goals
(SDGs) to address urgent ecological, economic and political challenges. Inclusive growth, decent
work, quality education, reduced inequality, hunger eradication and global warming. An agenda and
a vision that require the involvement of everyone, and effective and responsible multilateralism.
Regarding theseissues, Europe has significant strengths.




Achieving these goals requires the involvement of all parties - citizens, economic operators
(businesses) and public authorities - at the international level and the local level. "Think global, act
local" (René Dubos - Earth Summit 1972 Stockholm) is avalid guiding principle. Many public policies
have been activated or strengthened to meet these challenges at a European, national and loca

level. With its financial power - €2 frillion for Europe - and its huge leverage effect on economic
operators (marketparties), public procurementis an essential tool for public action.

The latest European directives in this area (see in particular Directive 2014/24/EU of 26 February
2014) have clearly identified this strategicapproach: "to enable procurersto make better use of public
procurement in support of common societal goals (recital 2)." Public procurement is not a neutral,
purely economic act: itmust be strategic, consistentwith public policy directions and its effectiveness
depends on measuring its real contribution to the achievement of public policy goals.

The success and effectiveness of the necessary actions depend on their credibility, so there is no
longer any time to hesitate or act half-heartedly. We must chart a common path, follow it with
responsibility, awareness, supportand determination.

3.2 Urban Agendafor the European Union (UAEU)

European cities are a natural part of this movement and have been contributing for many years to
the implementation of public actions and policies touching on public procurement.

The ‘Pact of Amsterdam’ of May 2016 has established the Urban Agenda for the EU: a new working
method of thematic Partnerships seeking to optimize the utilization of the growth potential of cities
and to address social challenges. Itaims to do so through better cooperation between cities, regions,
Member States, the European Commission and other stakeholders. Following the 12 priority themes
outlined in the Urban Agendafor the EU, 12 thematic Partnerships were established. Recently, two
more partnerships were established in January 2019 (Culture/Cultural Heritage and Security in Public
Spaces).

The Urban Agenda for the EU focuses specifically on three pillars of EU policy making and
implementation:
e Better Regulation;

e Better Funding;
e Better Knowledge.




Figure 2 The 14 Priority themes of the Urban Agenda forthe European Union
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Partnership on Innovative and Responsible Public Procurement
The Partnership on Innovative and Responsible Public Procurement is one of the original 12
Partnerships as stated in the Pact of Amsterdam , and was formally established in May 2017.

The aim of this Partnership is to push forward the developmentand implementation of an ambitious
procurementstrategy as an integrated and supportive managementtool forgovernance. Using p ublic
procurement and the procurement of innovation as a strategic management tool, cities can
significantlyincrease the positive impact on their social, economic and environmental objectives.

Thefocus ofthe Partnership is onthe mid-and long-term perspective of public procurement. Thereto,

the Partnership has established three topics thatneed to be addressed:

1. Building aprocurement strategy and managing strategic procurement;

2. Developing relationships with economic operators; utilising the market potential and bringing it
closerto thepurchasers;

3. Providing guidance on legal tools and improving competence on innovative, sustainable and
circular procurement.
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The work carried out within the partnership has made it possible to identify the opportunity and the
need to strengthen the strategic approach to public procurement. In order to clearly defineits areas
offocus and avoid anyduplication of work, the partnership carried outamapping of existing initiatives
and projects, but also an overview of existing legislation, funding instruments, working groups and
networks. The Annexin Section 10 lists an overview.

The purposeofthis guide - as away to contributeto the firsttopic ofthe partnership -isto share a
methodology, experiences and tools in apractical and operational way, to let each party, whether it
be politicians, managers, procurement officers or buyers, take action in building a procurement

strategy.




4 The strategic level of public procurement:
Why building a procurement strategy
iImportant?

4.1 Strategic level of public procurement

The strategic level of public procurement concerns the definition of the overarching principles and
the making of the major decisions about the deployment of public spend, arising from the political
objectives and the overall strategy of a city. In other words, it entails setting the frameworks and goals
ofprocurement, derived from a city’s policies with respectto economic challenges, social needs and
ecological concerns. Formulating procurement objectives based on set policies ensures that
purchases contribute to a city’s political agenda.

In this Section we will explore the influence of public procurement, butalso its challenges.

4.2 Public procurement has influence

Public procurement has become a developmenttool, to back public policies ata local level. The way
to structure public procurementis to adopt a clear strategy: it must be well defined and understandable
and publicised, consistentand either ambitious or progressive.

Ideally, public procurement stems from a strategy that is designed locally and connected to its
institutional, economic and regional environment. Therearetwo sides to this strategic view: an internal
aspect: to enlist the support of internal buyers for the strategic priorities of a city, and the external
consequence: how can a local authority persuade businesses to more effectively factor in certain
public policies?

There will be obstacles and resistance. But the strategic vision makes it possible to understand the
change drivers and change becomes a strength. If there’s a strategy, businesses can come to grips
with it and use it to guide their development. A public procurement that is tailored to the local
authority's public policies, the region's expectations, and the current economic, environmental and

social issues, generates change and meets with success.

4.2.1 Public procurement as a political dimension

Public procurementis no longer apurely economic and administrative exercise, undertaken to meet
technical or material requirements and unrelated to its social, environmental or community context
It now encompasses public action and its eminently political dimension, which give it additional
meaning and fresh interestfor buyers, as well as being a source of complexity.

Fromthe Preamble of the 2014 Procurement Directive :

“Public procurement plays a key role in the Europe 2020 strategy, set out in the Commission
Communication of 3 March 2010 entitled Europe 2020, a strategy for smart, sustainable and inclusive
growth’ (‘Europe 2020 strategy for smart, sustainable and inclusive growth’), as one of the market-
based instruments to be used to achieve smart, sustainable and inclusive growth while ensuring the
most efficient use of public funds.”




The climate emergency has brought environmental issues to the forefront, including energy

consumptionand emissions of pollutants and greenhouse gases. Closely linked to these are health
issues, spotlighting the consequences of pollutants and pesticides on the human body. Organic
procurement has traditionally been motivated by environmental issues, but now the health benefits
of organic products are coming to thefore. The financial sums involved in public procurement have
long influenced regions' economic activity. Today, though, public procurement channels support for
innovation and for the development of VSEs and SMEs, and promotes businesses that contribute to
achieving sustainable development objectives.

4.2.2 New challenges for public procurement

Itis common these days for citizens and NGOs (non-governmental organizations) to challenge local
authorities about their procurement and whether social, environmental and economic factors are
taken into account. We see this in relation to foodstuffs and the use of plastic containers in contract
catering, the use of recycled paper, a policy of essential-only printing, electricity from renewable
resources, the share of expenditure reserved for local VSEs (very small enterprises) and SMEs
(small- and medium-sized enterprises), or the sum spent on innovative purchases. There is no
shortage ofideas; newones are emerging all the time.

Public procurementwill only be a beneficial economic driverifitis underpinned by such challenges.
They are a useful addition to the body ofregulations, which has snowballed in the different sectors.
It is essential for clarifying certain subjects and sparking innovation, and for giving stakeholders time
to change.

Public procurementhas become notonly akey stake but also a tool for developing public policies in
a region. The latter are particularly varied: they encompass mobility and transport, social and
employment issues, economic development and innovation, waste and the circular economy,
education and culture. All areas in which each local authority's strategies are intertwined with the
goals and challenges of sustainable development. So, what should we do? Do we need to make
choices?Howdo we pick one over the other? It is no easy task for a buyer to see clearly, map out a
path and stick to it when it is challenged or when problems arise, for example when the market's
capacity is not enough to meet the needs. The only way to structure public procurement, make it
meaningful and tailor human and financial resources to the chosen objectives is to adopt a clear
strategy: it must be well defined and publicised, consistent, and either ambitious or progressive.

4.2.3 Public procurement strategy connected with local ecosystem

Ideally, public procurement stems from a strategy that is designed locally and connected to its
institutional, economic and regional environment. Without such a vision, it would undoubtedly lose
something of its purpose, efficiency and pertinence. It would risk contradicting itself and may even
prove counterproductive or demotivating.

There are, in fact, two sides to this strategic view of public procurement. The firstconcernsthe buyer
as a responsible stakeholder. Under this strategy, buyers define their actions, their content and
objectives, and the manner in which they will involve their internal buyers and enlisttheir support for
their strategic priorities. Thisinternal aspect of strategy has an external consequence: what company

practices should be encouraged and promoted? How can a local authority persuade businesses to
more effectively factorin certain public policies on employmentor energy, for example, while at the




same time complying with the restrictions laid down by the directive not to take into account
businesses'general CSR policy?

4.2.4 The public procurement's dual influence

This strategic approach to publicprocurementreveals public procurement's dual influence on buyers'
internal practices and on businesses' practicesand their economic, environmental and social model.
The financial aspect - €2 trillion - and the various tools developed by the directives give itenormous
potential for supporting public policies and providing a potentially very effective tool.

Naturally there will be inhibitors, obstacles and resistance: that is all part of change management
But, here again, the strategic vision makes itpossibleto look ahead, understandthe changedrivers
and anticipatein order to adapt. Change then becomes a strength, a competitive advantage, a way
of winning points in criteria weighting. However, the strategy must be clear, understandable and
publicised so thatbusinesses can cometo grips with itand use it to guide their development.

A procurement strategy defined in a clear, practical manner that is readily understandable for
businesses is therefore an absolute necessity. But what should it set outto achieve? Should it be
exemplary and excellent? Oris it sufficientto be a step in the rightdirection? How should it translate
the buyer's responsibility and exemplarity? Of course, excellenceis good interms of communication;
it satisfies the stakeholders involved and maps outthe road ahead. But an ambition of this nature is
not always feasible. It often implies considerable engineering and, depending on the subjects
involved and howinnovative they are, can entail exponential financial resources. On the other hand,
adopting a progressive, continuous-improvement approach consistent with the state of the supplier
market has the advantage of being prudent and pragmatic, and may avoid various pitfalls, failures
and disappointments. However, a lack of ambition and determination also lays the local authority
open to criticism. It may tarnish its image and lessen the effectiveness of public policies by depriving
them of the potential of public procurement.

Thereis no perfect, all-inclusive, unquestionable strategy. Any strategy will involve some measure of
choice, giving up and inadequacy. But it will also generate change, success and buoyancy among
the region's economic stakeholders. However, nothing can be undertaken without a strategy.

Public procurementis a powerful tool to implementa strategy that is tailored to the local authority's
public policies, the region's expectations, and the current economic, environmental and socialissues.

4.3 Challenges of public procurement strategy

Public procurementand public buyers are part of the national and international markets. Therefore,
it is important to understand and use the same kind of methods and tools, that market operators
apply. The role of public procurement as public government obligates a city to deliver the strategic
goals the city has to implement, also using procurement processes. The principles of socially and
environmentally shaped policies are to be taken into account as guiding principles in every public
procurement. Public procurementfinds itself at the crossing-point of the public and the private sphere,
which gives it a unique position to signal to and impact the private sphere and market operators.
Operating and acting professionally as public buyers requires long-term planning and an operative
management. Without a procurement strategy, or a direct linkage to an organization’s overall

strategy, the outcomes and effectiveness of strategic goals are random. Itis also recommendable to




find likeminded other public buyers locally and start creating regional goalsand roadmaps. There are
already good examples athand of building up publicbuying power by networking with other European

likeminded cities. Lastbut notleast, the measuring of the impactof spend is crucial as an indication
of either the success orthe failure ofthe set procurement strategy.

As in the Communication of the EC N. 572-17th October 2017 the European Commission expects
public buyers to “make public procurementworkin and for Europe”, thereis indeed a clear mandate
forthe public procurers for action. For public authorities, procurementis a powerful tool for spending
public money in an efficient, sustainable and strategic manner, especially intimes of strained national
budgets. Europeans expecta fair return on their taxes in the form of high -quality public services. To
ensure the delivery of high-quality public services, a strategic approach to sourcing is needed. This
strongly depends on amodern and efficientpublic procurementprocess. Procurement matters also
for European companies who benefitfromthe single marketwhen bidding for public contracts. Public
procurement is also a strategic instrumentin each Member State’s economic policy toolbox. The
2015 single market strategy made the case for more transparent, efficient and accountable public
procurementsystems. This requires a shiftfroma purely administrative approach of procurement to
a strategically and needs-driven approach, in full compliance with the rules. The new generation of
public procurementdirectives, adopted in 2014, provides aframework for procuringin amore flexible
way. They simplify public procurementprocedures, improving access of SMEs to procurement. The
overall objectiveis to obtain better value for public money, to deliver better outcomes for societa and
other public policy objectives while increasing efficiency of public spending.

What are the challenges?

Cities as procurement units are currently not using to their full extent the possibilities of public
procurementas a strategic tool to supportsustainable, social policy objectives and innovation. The
time is therefore right to focus on the smart application of the new rules in practice. The European
Commission has identified specific areas where change can make a difference to the way public
money is spentin, thus tangibly contributing to growth and jobs in the area.

Strategic procurement possibilities are not sufficiently used. European wide data show that 55% of
procurement procedures still use the lowest price as the only award criterion. The public procurement
directives leave public buyers entirely free to optfor purchases based on cost-effectiveness, quality-
based criteria. In the same way, the digital transformation of publicprocurementis slow. Contracting
authorities are rarely buying together, as only 11% of procedures are carried out by cooperative
procurement, as European wide datashow. Itis argued that procurement procedures are too complex
and suffer froman excessive administrative burden, even after the major reform and simplificaton of
EU rules undertaken in 2014, mentioned above.

How to tackle the challenges

In order to tackle the challenges, the cities as public buyers could cooperate more and use
aggregated procurement, promote strategic and digital procurement and professionalise th eir public
buyers. Businesses, industry and business associations could e.g. encourage higher participaton in
procurement markets, also beyond their national borders, by drawing up evaluation models for
comparing different solutions on an objective basis. Prior market consultations are an important
phaseto improve procurementexpertise and should also involve SMEs.

Thereis a growing attention to aparticipatory budgetapproach across many cities and communities

which could enableincreased attention to strategic criteria promoted by local groups. Journalists and




the public should use the available data to exercise public scrutiny of procurementand to hold public
buyers accountable. Scientists and academics also have an importantrole, by developing analytcs

and data models.

As steps to mitigate the challenges for cities as procurementunits:

1. Includetheoverall strategic targets into your procurement strategy;

2. Ensure that the public buyers have the necessary skills and competencies;

3. Communicate openly of your further procurement needs and publish your tenders on an open
platform;

4. Make your procurementand buying dataopen accordingto thelocal or national standard;

5. Boostthe digital transformation of entire procurementfromtenderingto e-invoicing;

6. Cooperateto procuretogether and collaborate with the markets.

How to address the markets and combine buying power?

One example is the Big Buyers European Commission Initiative , which promotes collaboration
between big public buyers from different parts of Europe in implementing strategic public
procurement. There are several national and local actions as well which gather together the public
buyers with shared strategic goals. Public procurement can be a key tool in driving the development
of innovative goods and services on the European market. By working together, and pooling their
resources, cities, central purchasing bodies, and other major public procurers can maximize their
market power and impact. The initiative presentsa compelling opportunity to engage with other public
authorities across Europe and to shape newinnovative solutions to your procurementneeds.

4.4 Todo list on a strategic level: setting the scene

Setting the scene forthe design of a strategic public procurementpolicy requires atleast taking the
following measures, ideally culminating in a strategic position paper:

Figure 4 Setting the scene forthe design of a public procurementstrategy

devise a strategic position paper in which are defined the
overarching guiding principles about the deployment of public
spend, arising from the political objectives and the overall
strategy of the city

set the frameworks and goals of procurement, derived from the
city’s policies with regard to economic challenges, social needs
and ecological concerns

identity the challengesin aligning procurement objectives with a
city’s political agenda, such as collaborating with the private
sphere and public action, tuning long-term goals to short-term
needs (and vice versa), and embedding locally defined objectives
in a larger decor of regional, national and even European policies
and political agendas




5 The tactical level: What is needed for
building a procurement strategy?

5.1 Tactical level of public procurement

Thetactical level of public procurement concernsthe steps thatneed to be taken to design a strategy.
The steps vary fromimpacting political awareness and decision making, and specifying the strategic
choices and priorities to implementing the strategy in management processes and setting up a
system of evaluation. In short, the tactical level is concerned with the process and the methodology
of howa procurementstrategy is designed and the identification ofthe componentparts a strategy
must include.

5.2 Impacting political awareness and decision making

The public procurement strategy is a political act by definition. It provides a means of questioning the
local authority's purchases and their contribution to the local authority's strategic objectives and

public policies with a view to ensuring consistency. The formalized strategy reflects the specific

themes, targets and actions of the city and therefore is tailor-made. Appointing a political delegate for

procurement and establishing a purchasing committee at the political level facilitates the coordination

and dissemination of the strategy. Local cooperation and a strong internal organization are important

strengthening factors in the actual performance ofthe procurementvision.

5.2.1 A tailor-made strategic vision

This strategic vision is reflected in a prioritization of themes, targets and actions. Faced with the
amount of possible subjects and actions, and the differences in maturity that can be observed within
local authorities themselves, but also within economic sectors and operators, itis unrealistic to have
a standard, standardised and harmonised strategy here. A purchasing strategy is certainly atool for
local dialogue with economicoperators.

5.2.2 Political delegate/delegation for purchasing

Identifying aspecific political delegate or delegation for purchasing is often afactor that favours the
strategy's dissemination and its consideration by other elected representatives / sectors. (This
elected representative may also be appointed chairperson of a so-called Bid Commission, which
reinforces the legitimacy and ability to influence the allocation of contracts in accordance with the
local authority's strategy.)

5.2.3 Formalized strategy

The formalization ofthis strategy in a clear document submitted for approval to the local authority's
decision-making body is essential. The virtues of such a founding document, which gives legitimacy
to the actions thatresultfromit, are multiple. In addition to its primary function of defining the strategy,
it is the administration's framework for action and its roadmap. It legitimizes the purchasing
department's action to support, guide and influence future purchasing processes. Moreover, itis also
a source of information for companies. This aspectis crucial and such a document must be easily

understandable in its implications for businesses. It will therefore be useful to specify for each




identified target, the purchasing categories concerned, the translation methods in the contracts
(performance condition, award criteria, variant, etc.). Lastly, time-related objectives may be relevant

5.2.4 Regional harmonization of procurement strategies

It is worth emphasising that for a market party the purchasing strategy of a local authority is not
always easily identifiable, buteven more so when ithas to take this strategy into account for different
buyers to whom it responds. Itis then a question for buyers operating in the same area to try to
harmonize their strategy and encourage the use of identical tools(clauses, performance conditions,
etc.) in order to encourage companies'response and facilitate their access to public procurement.

5.2.5 Purchasing committee

The setting up of a purchasing committee at the political level facilitates the coordination and
dissemination of the strategy. Composed of elected representatives in charge of the main public
policies or main purchases - depending on the organization of delegations withinthe local authority -
it enables decisions to be made on the actions to be taken, the purchasing categories to be involved
and the methods for taking into account one or other objective pursued. Similarly, this body will
request the necessary assessments involving the various internal departments in the production of
the data necessary for this assessment.

The committee will also make it possible to adjustthe action plan as it is implemented, to take note
of improvements, to work on the obstacles encountered and to refocus actions if necessary. It will
also be the go-to contactfor economic networks and dialogue with economic operators.

5.2.6 Local cooperation

Againstabackdrop of scarceresources, itis essential thatfor the actual performance of the strategic
vision of purchasing thatthere are enough resources available. In this respect, itis also important to
highlighttherole and contribution of localcooperation networksthat supportbuyers in their strategic
approach, developtoolsand assistinthe implementation of this strategy. Such entities are a valuable
help when matters are plentiful, complex and sometimes contradictory. And their role goes beyond
sharing practices and pooling experiences. Cooperation networks can also be helpful in promoting a
standardized, proven, assessed and effective practice. See also Local Cooperation Centres
document on https://ec.europa.eu/futurium/en/p ublic-procurement.

5.2.7 Internal organization

With these structuring tools —aformalized strategy, an appointed key elected representative, a cross-
functional purchasing committee, etc. —the internal purchasing department benefits from a framework
for action. However, the nature of the local authority's internal organization has a strong impact on
its capacity to take action. Indeed, itis then up to the local authority, in view of the centralized or
decentralized organization, to build a cooperation with internal users to disseminate and apply this
strategy in an operationalway.

This support for change allows for various positioning options, ranging from a decision-making
process in whichthe purchasing departmentcan decide on actionsto a contributory process in which
the purchasing department proposes, recommends, hegotiates and submits decisions in order to
strike a balance between its purchasing strategy and other equally strategic objectives. In all cases,
but especially in the latter, the implementation of the purchasing strategy by the general management
is a key success factor. It ensures that a balance is struck between contradictory objectives, making

it possibleto reflectthe local authority's real desire for change.
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5.3 Preliminary decisions about the procurement strategy

Tactical decisions precede the actual design of astrategy. These preliminary decisions include issues
such as sharply defining expectations, goals and objectives of the strategy, prioritizing targets and
actions and formulating avision thatis sustainable in the medium term.

5.3.1 Defining the strategy: its expectations, goals and objectives

To begin with, we need to define what we mean by a procurement strategy. In short, it entails
formalizing the purposes to be achieved by the purchasing actand translating theminto operational
terms for the benefit of internal buyers and businesses. This approach helps identify the expected
purchasing outcome and show how itrelates to the various public policies implemented by the public
buyer in otherdomains.

This approach should not only help identify the expected purchasing outcome but also, and more
importantly, show how it relates to the various public policies implemented by the public buyer in
other domains.

It is important for the procurement strategy to define the desired exemplarity and the expected
outcome, sincethis determines the effort poured into the initiative, the amountofresources devoted
to itand hencethe priority of the actions to be taken, for both internal and external stakeholders.

Accordingly, any procurement strategy must be clear and precise about its expectations, goals and
objectives.

5.3.2 Prioritization of themes, targets and actions

A prioritization of themes, targets and actions is needed. A goal without resources is an empty
pretence, a vain wish. An overabundance of priorities but with limited resources can result in the
resources being spread too thinly and therefore less effectively. On the other hand, with an overly
restrictive or unambitious strategy, the buyer will fail to exploit the full potential of purchasing as a
trigger forchange.

5.3.3 Measurable objectives

Should it be measurable? Yes, in part. But the question of measurement implies detailed prior
knowledge ofthe purchase. Setting an objective of meeting 100% of timber requirements with eco-
certified rawwood, for example, supposes that the buyer knows the quantities initially purchased and
can track all of the orders filled. However, it takes a certain amount of work on the part of the
departments to attain this level of knowledge and control. Accordingly, and especially thefirsttime a
strategy is mapped out, the buyer could strike acompromise between having a precise objective and
being able to measure it.

5.3.4 Practical and achievable strategy
Procurement strategy must be comprehensible both internally and for the economic operators. Not
only the wording of the objectives but also the tools used by the buyer to achieve them must be

perfectly clear, including the performance conditions, technical specifications, award criteria, etc.
These factors enable the stakeholdersto work out what action they need to take and make the
necessary preparations.




The strategy must be applicable, in otherwords, practicable and achievable. Ifthe strategy is based

on empty claims, its credibility will be undermined and its influence weakened, both internally and
with regard to the economic operators. On the other hand, if a strategy's feasibility has been
discussed with other parties, itwill gain more supportand be more effective.

5.3.,5 Sustainable in the medium term

Lastly, the strategy must be relatively permanent and stable in the medium term so that the
stakeholders can initiate change, carry it through and reap the benefits. If the priorities set change
too quickly, theresults obtained will probably be superficial. Accordingly, the challenge for the buyer
is to anticipate the emergence of certain issues. The buyer can then include an innovation or
experimental componentin their procurement strategy, where new issues can be explored and
investigated. The buyer will also be able to identify emerging issues through monitoring and
benchmarking.

5.4 Todolist on atactical level: outline of the strategic procurement vision
Summarizing: on a tactical level attention will have to be given to imp acting political awareness and
decisionmaking. Also, preliminary decisions willhave to be made, precedingthe actual design of the

strategy.

Figure 5 Preliminary steps in the design of a procurement strategy

start with the appointment of a specific political delegate or
delegation for purchasing, the formalization of a tailor-made
procurement strategyin a founding document, the

establishment of a purchasing committee, local cooperation
with other contracttng authorities and an adequate internal
organization

translate set goals and objectives into a prioritization of
themes, targets and actions, and make them practicable,
achievable and measurable

make objectives sustainable in the medium term; with the
procurement strategy current issues can be addressed and
emerging issues can be anticipated

5.5 The process of developing a procurement strategy: change management

The process of building a procurement strategy consists of a number of measures that ensure that
the actual design encompasses theresults ofthe preliminary decisions and that all parties con cemed
are involved. In principle it entails a goal oriented yet agile approach, with room for adaptation and
improvement.




Building procurement strategy is change management. It asks for an investmentin the build -up of
skills and know how. Cooperative work teams and measuring the impact of the performance of the

procurementvisionareimportantdeciding factorsin the success ofthe strategy.

5.5.1 Building procurement strategy is change management
It should be keptin mind that building procurement strategy is a change management strategy and
therefore reflects its intrinsic characteristics: intelligibility, feasibility, acceptability.

Intelligibility is about focusing on meaning. This involves explaining and training teams to enable them
to integrate the aspects ofchange. This isall the more important as internal buyers (as well as market
parties) can develop afeeling of questioning their usual processes and thus negatively perceive the
new strategy. This is eminently political and strategic coherence work, to be putin the hands ofthe
general directorate.

As a result, it is necessary to work on feasibility. This work refers first and foremost to the initial
procurement maturity level of the local authority. An approach that is too ambitious and unrealistic
can have a detrimental effect on stakeholders. Whileitisimportantto look far ahead, which makes it
possibleto be ambitious in the long termin order to achieve the desired effectiveness, itis essential
to take one step at a time and carefully go through the different stages, depending on the initial
maturity.

The feasibility also concerns the ability of internal stakeholders to develop new skills and know-how
to respond tothe new strategy. Ifthe local authority iscentralised, identifying and making use of these
new skills is relatively easy (insofar as the local authority allocates resources to them). If the local
authority is more decentralized, then it is more of a challenge to determine and get hold of the
resources dedicated to supportand their connection.

Either way, for the success of the procurement policy it is important that the city managament is
willing to allocate specifically dedicated resources to getting the organization ready to perform the
policy. This concerns not only human resources, but also budgetary resources to finance any
additional costs or studies.

The acceptability also depends onthe consistencyover time ofthe procurement strategy, its firmness
so that it appears credible and unavoidable. Failing this, internal stakeholders may be tempted to
postponeits effects or its consideration over time, to condition iton certain prerequisites. Fromthis
point of view, the chain of command as well as the internal support of operational buyers must not
be forgotten.

5.5.2 Cooperative work

The implementation of the procurement strategy requires cooperative work involving at least the
operational pilotbuyers, users, legal and financial support, and responsible purchasing departments.
This team of stakeholders is important to be able to effectively manage the implementation, adjust
the strategy, adaptto the competitive context, negotiate concessions, compensation, etc.

Itisimportantthatthe pilotbuyeris notalonein managingthe consideration ofthe new strategy. And
this supportis notso much about monitoring the conformity of its work with the strategy, as itis about

helpingitoperationally to utilize new knowledge, new skills and new professional benchmarks. If the




procurementstrategy is perceived by the players as generating a professional risk of failure, then it
can be rejected. If the risk taking (real or presumed) is shared by the local authority, its inhibiting
effect isless strong.

5.5.3 Acknowledgement of possible barriers, obstacles and challenges

The implementation of a procurement strategy, in a process of change, is not necessarily a linear
process. Despite the strong progress in taking sustainable development objectives into account in
the population, their translation into purchasing processes requires real management. This
implementation will therefore be confronted with barriers, even obstacles and challenges. The
reasons are very varied but often have in common that the person involved does notfully integrate
the new objective either by directrejection (by disagreeing aboutthe priority, the direction taken, the
pace chosen or finallythe technical solution adopted) or by fear that this may contribute to the failure
of the case for which they are responsible.

In addition, the strategy mustbe updated overtime. Indeed, once adopted, new problems or extemnal
requests will question the proper execution ofthe strategy.

5.5.4 Establishment of a steering committee

For its implementation as well as for its update, the procurement strategy implies specific
management. Firstofall, itis recommended, as this is across-cutting issue, to bring internal services
together in a purchasing committee (steering committee). This will facilitate decision-making,
reorientationsand adjustments according to aprinciple of reality. Such a purchasing committee also
allows work to be done on the content, priorities, action plan, technical and financial trade-offs if
necessary. But it also makes it possible to work on the style, i.e. the dissemination of the strategy,
training, awareness raising and other messages thatare an integral part of strategic management.

The steering committee may include one or more representatives of the general management in
order to ensure sufficient supportfor the operationalmanagement. Indeed, for the strategy to be fully
implemented effectively, itis importantthatit becomes a cross-cutting priority identified as such. To
be the business of all and not of a few specialists or convinced people, the general management
must notonly provide supportbut above all ensure that it enters the culture of the local authority, i.
e. into common and shared reflexes, as a new professional standard.

5.5.5 Policy evaluation

The key issue is the strategy process and the time and effort invested in that, not just the written
outcome of the process. An effective strategy is put together with all the relevant stakeholders and
most importantly with the persons who will be/are in the positions where these procurement
preparations and decisions are made. Therefore itis advisable to givethe process enough time and
involve all relevanttechnicians, managers, directors and politicians into the strategy process.

Most preferably, the public procurement strategy is part of the general/overall strategy or directly
reflects the main focus areas of the overall strategy. Usually the strategy is made for election term,
which is quite a short time in the light of public procurement process, where the preparation phase
mightbe even years and a usual time period for procurement contracting is four years. Therefore it
is advisableto identify the strategic goals in thelong-termand make a roadmap including sub-goals
scattered in several election terms. When choosing the strategic goals and sub-goalsitis important

to format the indicatorsand practical ways how to actually performthe measuring and data gathering




at the same time. Equally importantis to link the process into overall management processes and
decisionmaking.

5.6 Todo list: the process

So, in orderto develop an effective working process, take the following steps into account.

Figure 6 Process of building a procurement strategy

comprise a team where all stakeholders concerned are
represented, because the design of a procurement strategy is

the result of cooperative work

ensure that money and means are released to the team, and
equip them to work along the lines of change management:
intelligibility, feasibility and acceptability, keeping in mind
potential pitfalls and barriers

bring internal servicestogether in a steering committee, that
facilitates decision-making, reorientations and adjustments, and
also focuses on content and awareness raising

consider the need for policy evaluation, and format the
indicators and practical ways how to actually perform the
measuring and data gathering

5.7 Building the actual procurement strategy — methodology

The actual building of the procurement strategy entails a methodology wherein certain steps are
taken that lead to defining the component parts of the strategy. A baseline measurement is the
starting point of a continuous improvement process, in particular with regard to setting priorities at
the start. Identifying strategic purchases and scoping the legal and technical feasibility of solutons
are helpful in the build-up ofthe strategy.

5.7.1 Performing a baseline measurement — identifying the procurement maturity of the city

When starting a process of creating a procurement strategy or a strategic procurementroadmap, a
good starting pointis aself-assessmentofthe organization’s current situationin procurement related
issues, i.e. its procurement maturity-level. This gives an insightinto which issues need (more)
attention and also guides the city towards the preferred path. An assessmentofthe level of maturity
helps to know the current effectiveness and supports figuring out what is needed to improve the
performance. An analysis of the current situation therefore sets the baseline for measuring and
evaluation.




The analysis also gives good back-bone to be able to choose the relevant strategy focus areas. It
might be also useful to coordinate the strategy goals, indicators and evaluation process with other

(same region, same size, same demography/economic situation) cities or even with regional or
national government. Maybe the mostimportantissueis linking the public procurement strategy into
general everyday management processes and decision making.

As part of the baseline measurement it is recommendable to make a plan how the mid-term
evaluation is made and how the outcome of the evaluation is taken into accountto re-shape the
procurementstrategy.

In Section 6 the performance ofa self-assessmentby way of a baseline measurement is explained
in more detail. Annex 1 contains an example of a self-assessmenttool.

It is also importantto ensure that any Strategy, whether it be about Economic Development, Skills,
Environment or Procurement is shaped and framed by evidence. Before any of the other stages
outlined in this Guide, Cities should gather a Baseline understanding about their Procurement Spend.
This should include three aspects.

e Aspect 1 — Cities should gather a Baseline understanding of how they currently undertake
Procurementincluding:

o How much they spend in total on an annual basis and the split between Capital and
Revenue, and the types of Goods, Services and Works thatthey buy;

o Whattypes ofprocedures they utilise for Procurement currently — how many contracts
are directly awarded; how many use Public Procurement of Innovation; and how many
use a Competitive Dialogue process;

o Their current thresholds for low value contracts and whether for example, they have
different Procedures for opportunities below 50,000 Euros, for example, where bids are
required from 3 SMEs.

e Aspect2 — Cities should gather a Baseline understanding of where their Spend goes, as outlined
in the Action Paper on ‘Measuring Spend and Wider Impact’ {ADD LINK}. There are three key
pieces ofevidenceto Baseline:

o  Where Procurement Spend goes geographically — for example, how much and what
proportion of Spend is with businesses and other organisations based in the City
Boundary;

o WhereProcurement Spend goes in Sectoral terms — for example how much and what
proportion of Spend is with businesses and other organisationsin Construction;

o Where Procurement Spend goes in Type of Organisation terms — for example, how
much and what proportion of Spend is with SMEs.

e Aspect 3 — Cities should gather a Baseline understanding of whether wider output data is
collected from their Suppliers and whether Wider Impact is measured, and in turn how this is
undertaken. For example, they could be collecting data around:

o The number ofjobs that Suppliers have created forunemployed people;

o  The number oftalks that Suppliers have providedin Schools;
o  The number of hours of Volunteering the employees of Suppliers have undertaken




All of the above aspects ofevidence, where available should be used to informthe following stages
of developing the Procurement Strategy and in particular be used to inform the chosen Strategic

Priorities.

5.7.2 Setting of priorities, in particular for separate purchasing categories

The procurement strategy is defined both by its strategic vision and its effective translation through a
prioritization of objectives and purchasing categories. This work provides operational buyers with
clarity to identify new expectations and specify the pace of work.

This is a challenging phase because it involves making choices and therefore relinquishing certain
options. Thechoice hinges on anumber of parameters: the purposes of public policy, the necessity
or potential benefits of working with businesses, the ability of the supplier market to offer solutions,
the internal capacity for managingthe projectand guidingthe operational departments, etc.

Because the priorities and orientations are notnecessarily the same from one purchasing category
to another, the priorities are setfor each individual purchasing category. The achievement of objective
sheets by purchasing category is an interesting elementto structure the design and implementation
ofthe strategy. Ideally, these sheets are developed with each pilot buyer in order to fully involve them
in determiningthe objectives and therefore the feasibility. Butfor reasons oftime or initial acceptance
of theapproach, thisis notalways possible.

One way to go about this is to categorize the purchases that are needed (category management),
and then labelling these categories in relation to the impact purchases have on realizing the city’s
objectives. The Kraljic matrix is a much used portfolio managementmodel for doing this. It maps the
impactof a purchasein realising setgoals, taking into accountthe supply riskofa procurement. So -
called leverage items with a high impact and a low supply risk generally offer a high potential for
making a significant difference. Of course there are other ways to categorize and prioritize
procurements. As long as an analysis is made of how purchases deliver on acity’s goals, a ranking
of procurementboth in time, pace and intensity is possible.

Alongside portfolio managementand aranking system acity will need to explore the market situation
with regard to goods and services that are needed to accomplish the set goals. This involves a
thorough investigation into the (local) conditions, such as the type of companies that can supply
products, the amount of businesses available and the general workings of certain markets. Existing
networks of suppliers and economic operators have to be explored. Market consultations, round table
conversations or structured talks with the market sector are all ways to get an insightinto and make
the connection with economic operators and market parties. An innovation procurementbroker can
be helpful in performing this task (see more about this subject in Innovation Procurement Broker
document on https://ec.europa.eu/futurium/en/p ublic-procurement.)

Also, it is important to define whether the action initiated is handled as an experimentation or
innovation —which implies lengthy studies but highly targeted implementation —or as a more all-

encompassing action that consistsin designing the contractual arrangements and replicating them
extensively on the markets. This is because theresources involved are not calculated the same way,
and this has a major impact on the way the internal procurement services areinvolved.
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Procurement strategy is then translated into a specific approach for each purchasing category, within
which the various orientations set as priorities are identified along with their implementation

framework (experimentation, innovation or deployment) and the different legal tools or technical
solutions adopted. The following table illustrates this work.

Table 2 How to set priorities see also Legal framework document on
https://ec.europa.eu/futurium/en/public-procurement

Type of Focus area Type of action Legal tool Operational tool
purchase
Purchasing Strategic Experimentation | Innovation partnership
category orientation / goal 1
Strategic Recurrent Performance condition + | Use of European
orientation / goal 2 award criterion Ecolabel

5.7.3 Identification of strategic purchases

Thisisatwo-pronged endeavour, following the prioritization of objectives and purchasing categories.
First,the mapping out of procurementto identify the strategic purchases in terms of financial volume
(maximum influence). This can also include purchases thatrepresentmore modest sums, but which
are highlysymbolic because ofthe objects themselves or their recipients. Atthe same time, the buyer
should examine the public policiesitimplements and work outhow public procurement can boost the
actions conducted, either to sparkchanges inthe businesses and theirpractices, or to promote those
businesses thathave already changed or taken steps towards change.

5.7.4 Identification of technical and legal feasibility

Withoutgoing into too much detail at this stage, it is importantto identify, very early in the process,
which contractual solutions correspond to the strategic orientation, either technically (existing solution
orinnovation) or legally (the mostappropriate legal tool to use). This phase can also be used to carry
out benchmarking with other buyers and share experience.

5.7.5 Consultation of internal and external stakeholders

The consultation phase can startrightfromthe beginning of the process, butitis particularly essential
when finalizing the strategy and ensuring its acceptability for both the internal buyers and the
economic operators and trade federations.

External acceptability relies primarily on three parameters:

1. First, the actions already taken by the economic sector under consideration. If the planned
procurement strategy generates major differences (either by undermining the actions taken or by
nottaking them sufficiently into account), these differences willlead to disincentives and operator
frustration with the perceived lack of consideration.

2. Next, procurementstrategy has adecisive impact on access to public procurement. Will economic
operators see the conditions for their access to public procurementbecome more complicated?
Are further studies or new skills required? How will the economic operators themselves train their

staff to address the new strategy? All of these questions involve identifying the negative impacts
of the strategy on businesses'responseto the market.
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3. Thirdly,the procurementstrategy's impacton competitionis also akey consideration. Ad ding an
award criterion or changingits weighting can skew competition. Now, ifa business sees that the

new criterion will notbe to its advantage, itwill think it has to lower its price to remain competitive.

Internal acceptability is based on a rather similar approach with three parameters:

1. Thefirstconcerns the market leader's scope of action. Is it up to the market leader to adjust to
the new orientation, orcan itrely on outside helpto guideitor even take charge ofthe change of
practice? In the first case, the market leader must bring in new skills or knowledge, change the
way itoperates and broaden its scope ofresponsibility. In the second case, outside guidance and
supportworks like subcontracting may noteven lie within its scope ofresp onsibility.

2. The second parameter concerns the scale of the change of practice. The bigger the difference
with current practice, the more the internal managers may feel either challenged or, on the
contrary, destabilised and losing their bearings in their professionand their role.

3. Lastly, the operational manager should be particularly vigilant about the impacts of this change
of practice on the contract award conditions, whether itis the degree of competition, the conditions
formonitoring and checking contract performance, or the prices.

5.7.6 Pursuance of a continuous improvement process

Strategy implementation necessarily implies a continuous improvement process and therefore
qualitative and quantitative assessment. This requirementto measure performance has far-reaching
consequences, since itimplies setting up an organization and tools for collecting and processing
data. It also implies defining the level of measurement: do we want a macro approach (the number
of markets that include an environmental clause) and/or the volume of eco-certified raw wood over
the pastyear? The complexity ofthe information systemalso dependsheavily on the buyer's degree
of decentralisation and hencethe level at which datais collected.

The next step is to determine the scope of the assessment, which is communicable. This provides
feedback for both internal and external stakeholders, and makes it possible to take further action
towards continuous improvement. Thisis an importantfactor froma managerial viewpointand helps
maintain constructive relations with the economicoperators. There are also many awards and prizes
to recognise local authorities that take action and achieve results, whether in sustainable
developmentorinnovation. They are also a means of motivating and recognising stakeholders and
a particular region.

To conclude, the proposed methodology yields asummary presentation of procurement strategy in
the following form:

Table 3 Summary of a procurement strateg

Type of Focus area Type of action Legal tool Operational Assessment
purchases tool indicator
Strategic Experimentation | Innovation
orientation / partnership
goall
Purchasing Strategic Recurrent Performance Use of | Percentage  of
category orientation / condition + award | European eco-responsible
goal2 criterion Ecolabel products




5.8 Todo list: methodology of building a procurement strategy

In consecutive order the following steps need to be taken, that lead to definingthe component parts
of the strategy.

Figure 7 Steps in the methodology of building a procurement strategy

perform a baseline measurement, identifying the procurement
maturity of the city, giving an insight into which issues need
(more) attention and enabling the city to choose the relevant
strategy focus areas

prioritize the objectives, translated into a specific approach for
each purchasing category, within which the various orientations
set as priorities are identified along with their implementation
framework

identify strategic purchases, along with their technical and legal
feasibility

consultinternal and external stakeholders, thereby ensuring the
acceptability of the procurement strategy

pursue a continuous improvement process, by carrying out
recurrent qualitative and quantative assessments

5.9 Implementation in management processes

Theincorporation of the procurement strategyinto the managerial processes of a city requires making
decisions aboutits organization, the deploymentofresources and the application oftools. Methods
of measuring theimpactof spend mustbe determined, to come full circle.

5.9.1 Decision about an organizational model

Several organizational models co-exist within the local authorities. Public procurement can be
organized at a central or a decentral level or a combination of both, according to the missions and
tasks to be carried out. In addition, some purchasing categories are by nature cross-cutting and
involve several users in differentdepartments, each with their own needs.

The nature of the local authority's internal organization has a strong impact on its capacity to take
action. Indeed, it is then up to the local authority, in view of the centralised or decentralised
organization, to build a collaboration with internal users to disseminate and apply the procurement
strategy in an operational way. This supportfor change allows for various positioning options, ranging
from a decision-making process in which the purchasing department can decide on actions to a
contributory process in which the purchasing department proposes, recommends, negotiates and
submits decisions in order to strike a balance between its purchasing strategy and other equally




strategic objectives. In all cases, but especially in the latter, the implementation of the purchasing
strategy by the general management is a key success factor. It ensures that a balance is struck

between contradictory objectives, making it possible to reflect the local authority's real desire for
change.

5.9.2 Scope available resources

Implementing a procurement strategy in the management processes of a city’s organization also
involves scoping available resources. It entails research into the number of employees working in the
organization to deliver upon procurement and their competencies. The European Commission is
developing a tool that estimates if necessary, knowledge and experience is available within a
contracting authority.

Also, budgets mustbe regarded, as well as procedures along which procurement is performed, taking
into accountroles and responsibilities (RACI-analysis). Public procurement of innovation for example
can take longer to perform and brings with it issues that need thorough investigation. This must be
taken into accountin advance. Actual commitment of key players, such as politicians, managers,
budget holders and other employees concerned, is a prerequisite. Contract management needs to
be considered. Butalso the money and means available to investin matters such as digitalization.

At this stage itis a rough estimation of available people and resources, but itis needed in order to
link the available money and means to the choices that are being made. It also provides an
opportunity to come up with alternative solutionswhen bottleneckshave been identified, such as the
collaboration in a local cooperation centre where knowledg e and expertise can be exchanged, or
linking with other cities in joint procurements. Also, the adjustment of processes in order to facilitate
procurementprocesses.

5.9.3 Measure the impact of spend

Last but notleast a city will have to think about a methodology with which to measure the impact of
its spend. Making choices in public procurement comes full circle when spend can be analysed and
put into perspective with regard to its impact and benefits (see more on this subject on
https://ec.europa.eu/futurium/en/public-procurement.)

Measurement of Spend and Wider Impactshould be akey considerationin each ofthe stages ofthe
developmentofthe Procurement Strategy as outlined above. Cities need to understand what success
looks likein relation to a Procurement Strategy. Is success increasing the number of times in which
a Public Procurement of Innovation approach is utilised? Or is it about increasing the proportion of
Spend with SMEs? Or is it about increasing the number ofjobthat Suppliers create for Unemployed
residents.

No matter what the measure of success is, Cities need to find a means of Measuring Spend and
Wider Impactand comparing improvementto the Baseline position as described in section 5.7.1. As
outlined in the Action 7 Paper on Measuring Spend, there are two main ways ofdoing this. The first

is to use a Spend Analysis Tool to measure on an annual basis where Procurement Spend goes
geographically, sectorally, and in business type terms. The second is to collect output data from
Suppliers about how they are delivering against wider Strategic Priorities through the process of
Procurement, and use on ofthe myriad ofavailable Tools to measure Wider Impact.



https://ec.europa.eu/futurium/en/public-procurement

If Cities are serious about Measurement, then itneeds to be a core componentateach ofthe stages
of the Procurement Cycle, so during Strategy Making, Commissioning, Tendering, Decision-Making
and Monitoring. Lots more information aboutthis is detailed in the Action 7 paper.

5.10 Todo list: implementation into the management processes

Figure 8 Implementation into the management processes

decide about an organizational model

scope available resources

“limplement a method of measuring the impact of spend




6 The operational level: How to go about it
practically?

The practical application of the procurement strategy requires a set of measures at an operational

level. How does one measure the procurement maturity of an organization? What actual competences

for professionals in public procurement are required? And how does a successful cooperation with

market parties work?

6.1 Identifying maturity

As was stated before, when starting a process of creating a procurement strategy or a strategic
procurement roadmap, a good starting point is a self-assessment of the organization’s current
situation in procurementrelated issues, i.e. its procurement maturity-level. This gives an insightinto
which issues need more attention and also guides the city towards the preferred path. An assessment
of the level of maturity helps to know the current effectiveness and supports figuring out what is
needed to improve the performance.

6.1.1 Elements of maturity

Itisimportantto understand what elements the maturity comprises: vision & leadership, organization,
people, measuring spend. All these elements are required in orderto successfully proceed with the
strategic procurementata more mature level.

Vision & leadership

A vision states the dot on the horizon and sets a defined direction for growth and development. It
encompasses general policy goals and objectives, and sp ecificgoals and objectives for procurement.
It sets priorities and contains a path via an action plan. Leadership is the ability to guide other
individuals, teams, or organizations into the right direction. Above all, leadership requires
commitment.

Organization

Theorganizational elements of maturity address the available methods and means for procurement
It entails the processes or procedures, the involvement of the market, contract management, tools
and systems to support procurement, and tasks and activities. Goals and objectives without
resources are an empty pretence.

People

This element of maturity looks at the task of organising employees and teams to optimise
performance. Itlooks atthe differentroles of professionalsworking in procurementand the availability
of specialised knowledge and competences. In the next Section, this element will be addressed

further.




Measuring the impact of spend

See also Measuring Spend document on https://ec.europa.eu/futurium/en/public-procurement.

Measuring spend is an important way of understanding how much organizations are spending on
procurement, where the spend goes and who itis spent with. Via this element, the impact can be
established, and the course ofaction adjusted. Any successful approach to procurementand policy
evaluation will adoptacyclical approach and aim at continuous improvement

6.1.2 Stages of maturity

After the elements of maturity are analysed and scored, the stage of maturity in procurementcan be
identified:

1. Ad hoc:focus on buying goods, works and services (fulfilling the purchasing needs)

Reactive: focus to comply to rules and regulations (risk avoidance)

Anticipating: focus to achieve better value for money (better quality, costreduction and efficiency)
Proactive: focus to achieve better value for money and achieving general policy goals

o~ w D

Strateqic value: focus to achieve better value for money and achieving general policy goals, as
well as to address future challenges, such as the digital transformation, circular economy,
changing demographics, energy transition

In the Annex a self-assessmenttool for the maturity of public procurementis supplied.

Figure 9 Continuous improvement in leadership and management
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6.2 Professionalization of the work force

Professionalization ofthe public procurementworkforce has been identified as an important path ©
improve outcomes in terms of value for money, efficient procedures, as well as impactful
procurement. However, there are a number of challenges to overcome in promotng
professionalization and overallhuman resource management.

Procurement is often not a clearly defined job function with a corresponding career path. A usual
findingis alack of leadership and management, because procurementis notseen as a professional
function. Instead, it is frequently conducted as an additional task by civil servants that may lack
specific procurement-related skills. Furthermore, business-related skills are often underrated in the
public administrationresulting in amore legalistic, compliance-focused approach. In all, this usually
leads to a situation wherethereis a lack of procurement competencies and skillsin every level of the
organization, from a top-management/political level to department directors/managers and
technicians.

The ISO 20400:2017 methodology can help identify how to organize procurement function in an
organization. The OECD has also developed a useful guidance, called “How to Elaborate a
Procurement Capacity Strategy” .

6.3 Competences for Professionals in Public Procurement

Competence is a set of characteristics and skills that enable and improve the efficiency of
performance of a job. Competencies needed for professional procurement can be categorized in
different ways. The most important feature is that not one single person has all the required
competencies, butan procurementunitas a whole should havethese, at least in long term. Another
approach is to have access to required competences by local or regional collaboration.

By using the European Competency Framework (ECF) for Public Procurement Professionals (PPP),
an insightcan be gained into which procurement competencies are already available. The framework
also allows forinformation about educational targets, and for scorecards and personal development
discussionsbetween superior and employees.

The ECF-tool can also comein handy for identifying which competences might be more important for
changing strategic procurement goals. For example, for traditional procurement, the emphasis will be
on competences such as Legislation, Ethics and compliance, Needs assessment and Technical
specifications. For circular procurement, there’s a shift of the imp ortance of competences towards
Market analysis and engagement, Procurement of innovations, Supplier management and
Stakeholders relationship management.

Types of competencies, as identified by the ECF for PPP

Procurement-specific competencies encompass the competencies necessary at each stage of the
public procurementlifecycle. They are derived fromthe knowledge and skills required to perform the
main tasks and activities of a procurement stage.

e Professional competencies representthe soft skillspublic procurement professionals should have
in order to master procurement specific competencies. Hence professional competencies




complement procurement specific competencies. By nature, professional competencies are
transversal competencies.

Cluster of competencies, as identified by the ECF for PPP

e The horizontal cluster encompasses competencies applicable to all stages of the public
procurementlifecycle.

e The pre-award cluster includes all competencies required to perform all the tasks and activites
taking place before the award ofa public contract.

e The post-award cluster contains competencies necessary during and after the contract
management of procurement.

e The self-cluster captures the behaviours, skills and attributes, public procurement professionals
should possess, as well as the mind-setthey should display according to their job profile.

e The people cluster comprises those competencies enabling p ublic procurement professionals to
interactand cooperate with other professionals, and to do so in the most professional manner.

e Theperformance cluster includes all competencies public procurement professional need to have
in order to make their procurementeconomically performant.

6.4 Cooperation with economic operators / companies

See also Innovation Procurement Broker document on https://ec.europa.eu/futurium/en/public -
procurement.

The design and implementation of a purchasing strategy necessarily raises the question of its
acceptability, that is to say its ability to effectively involve both buyers and companies applying for
public procurementas a result of it. It is worth reiterating that most of the local authority's purchases
(works, cleaning services, security services, etc.) are procured within the local area or within a
geographical radius close to that of the local authority.

The purchasing strategy, as with any change management, will be all the more effective if its actors
have been involved fromthe outsetand have thus taken advantage ofthis process to make progress
in theirapproach, to help identify the work thatneeds to be done and to acceptrisk taking.

6.4.1 A working group with local economic networks

Thus, it is particularly recommended to set up a working group with local economic networks. The
choice of these partners naturally takes into account the local authority's purchasing mapping and
will thus ensure thatthe main economic networks involved in the markets it launches areinvolved. It
isalso importantto formadiverse group of companies that can be particularlyinvested in topics such
as others that will be more resistant to public procurement carrying a strategic vision that will
potentially be perceived as intrusive in the managementofthe company.

6.4.2 Purpose and governance with economic networks

Once the group is formed, the first two topics to be addressed are 'purpose’ and 'governance.
'Purpose’aims to specify the goalspursued, the reasonsfor initiating change and the expected result
'Purpose’is notnecessarily consensual because itexpresses the legitimate will of the local authority's
elected representatives and constitutes a manifestation of public action. These details will be more

easily discussed. 'Governance'defines theroles of everyoneinvolved and the nature of the dialogue
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initiated. It is a matter of focusing on operators' degree of involvementin designing this public
strategy. The extremes ofthis focus are on the one hand a straightforward overview once the strategy

has been drawn up without even seeking a logic of approval and on the other hand a perfect co -
development of public action where the local authority has a voice on the same level as each
stakeholderin thelocal area. There are many factors thatdetermine this focus, including the maturity
of the local area on strategic issues, the existence of corporate initiative, the culture of collaboration
on public action, and so on. Governance is a matter of balancing the local authority's ability to
maintain control over the purpose and effectiveness of the change undertaken with the companies'
ability to influencethe pace, methods and, where necessary, to prioritise the purpose depending on
the degree of ambition it embraces.

Given the cultures of collaboration in the local areas, it comes as no surprise that such a working
group needs to learn about each other's environments at an early stage and that the field of public
procurementis often misunderstood by companies: regulatory framework, capacity for taking action
and soon.

6.4.3 Sharing the public procurement strategy

Itisonlylogical thatthe working group will discuss matters such as the content of the objectives, the
actions to be taken, the methods of response expected from companies, the schedule and the
requirements or prerequisites. It isimportantto remember that, for the company, a new purchasing
strategy represents arisk or an opportunity with regard to its market share. In fact, the local authority
will often have the foresightto maintain an inclusive approach to its purchasing strategy that allows
everyoneto evolve and adapt. The introduction of new award criteria may thus be perceived as too
aggressive becauseit has a directimpacton companies' choices. However, the purchasing strategy
cannot be based solely on the goodwill of companies and must produce a tangible result. Local
authorities and companies will thus be able to negotiate the most appropriate terms, obtain
concessions whether itbe related to greater openness to variants for example or other issues.

6.4.4 Recognition and ambassador

It is recommended that this purchasing strategy be accompanied by an approach that appreciates
companies and their actions. Such action is not necessarily the responsibility of the local authority
and can be carried out by the economic networks themselves. This appreciation thus aims to
motivate, involve and reward those who take action. Ifit can build its legitimacy on the recognition of
the best, this is notthe only way to recognise and appreciate the best. The definition of different
categories will provide a means of responding to different involvement challenges. It is worth
emphasising the notion of "ambassador”. This recognition is not necessarily based on a level of
results achieved but can also be based on a logic ofinternal and external commitmentand helps to
enhance the value of a company that is committed. And it is worth remembering that the notion of
exemplarity can have legitimacy based on the performance achieved as well as on the commitment
to be made and the seriousness ofthe action plan carried outeven ifthe company is afledgling one.

Public procurementregulations do not always allow these appreciation tools to be taken into account.
The directive sets limits on the ability to factorin labels, prizes and awards. Nevertheless, obtaining
them will most often reflect the company's ability to complete its technical briefand its conditions of

execution on the actionsitcan carry out during the contract, which will then allow them to be taken
into accountwithin the framework ofthe contract.




6.4.5 Governance in the longer term
This appreciationis both atool for getting people involved and providing information as well as a tool

for keeping the process going over time. The working group is intended to lastover time and, above
all, to be regularly renewed. It is an essential componentto critically assess the actions carried out,
to re-examine the ambitions, the actions carried outand the pace of change. This makes it possible
to adapt to new priorities while maintaining actions over time. The strategy cannot be based solely
on a short-termoutlook and willhave to deal with differenttime scales.

The life of the group also provides ameans of modifying and tailoring governance in such a way as
to recognisethe actions carried out by operators and networks.

Itisundeniablethatthe collaboration of economic operators in the design and implementation of the
purchasing strategy is a key factor for success. The next step is to adapt the intensity of this co-
operation to each local area, to the make-up of the economic fabric, to the priorities identified for this

ecosystemand to its ability to collaborate.




7 Concluding remarks

1 Public Procurement is a powerful tool for spending public money

Public Procurement is not only a legal tool, purely an economic and administrative
exercise. It becomes a powerful tool for spending public money in an efficient,
sustainable and strategic manner and for driving the development of
innovation. Many cities consider PP as a strategic tool to address their economic,
socialand environmental challengesand to setup their policies. They need to shape
a PP strategy but many of them, especially small and midsized cities, don’t know
why, how and what they have to do. This strategy must stem from the local global
strategy and be connected to the institutional, economic and regional environment,
it must be clearly tailored to the own local public policies and challenges. Intemal
(public buyers) and external (businesses) aspects should be taken into account. A
PP strategy has to be consistent, precisely defined, publicized. It can be either very
ambitious or progressive and pragmatic with a continuous-improvementapproach.

2 Your Strategy needs the commitment of everyone at strategic, tactical and
operational level

e raising political awareness; change management of staff; internal feasibility
and maturity assessment; acceptability by stakeholders

e a tailor-made strategic vision with prioritization of themes, targets and
actions

e a political delegation, a purchasing committee, involvement of and support
by the general management

e astable, practicable and achievable formalizedstrategy as part of the overall
strategy, as framework and roadmapfor the city definingexpectations, goals
and objectives; measurement of spent and assessment with specific
indicators

e aninternal organization that fits to the purpose of a strategic approach with
the right human and budgetary resourcesallocation, skillsand competencies
within the city departments.

e measuring the impact of spend

3 6 steps to build your Strategy

e Identifying the procurement maturity of the city — a self-assessment as
baseline for measurement and evaluation

e Setting of priorities for each purchasing category with each
pilot buyer; exploring the market situation

e Identification of strategic purchases

e Identification of technical and legal feasibility




4

Consultation of internal and external stakeholders, getting their
acceptability

Pursuance of continuous improvement process — setting up a quantitative
and qualitative assessment

Recommendations towards the European Commissions and Member States

Cities need support from Member states and the European Commission to
shape and to implement their procurement strategy

Cooperation and competence centres or platforms at European, national,
regional or local level should be the right places to disseminate the guidance
toolkit and to organise cooperation between local authorities and awareness
and training activities

National and European networks of local authorities should organize
information, seminars and events about Innovative and Responsible Public
Procurement.




8 Annex 1: Self-assessment-tool of the
maturity of public procurement
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9 Annex 2: Casedescriptions

9.1 City of Preston: The need and importance of the assessment of
procurement strategy

9.1.1 The result/issue

The City of Preston has recognized that public procurement can address social and economic
challenges. One method is to use spend analysis as a tool to analyse where spend goes from the
point of view of geography, sector and business size. This work is undertaken with other important
Preston based organizations thatthe City calls anchor institutions.

9.1.2 What was changed or made differently

The focus on public procurement started almostten years ago. Due to economic problems the City
of Preston had that time, the local governmentauthority (Preston City Council) wanted to make big
changes at a strategic level. The City Council decided that instead of being reliant upon central
government funding, the city should understand and harness the wealth that it already has at its
disposal to enablelocal economic, social and environmental benefit. That was a notable changeto
the traditionalway ofthinking. As aresult the city updated the procurement strategy and the way the
cooperation with theimportantorganizations in the city was done.

One of the coredrivers was a desireto co-work anchor institutions thatwould bring benefits for the
Preston. Anchor institutions are Preston based public and private organisations that are committed
to working together for the success ofthe city. This has been an effective way to share the know-how
of strategic procurement. However, the setting of shared goals was noteasy at first.

The otherimportantaspectwas that the city wanted to monitor and analyse theresults at a detailed
level. They used spend analysis to reporton the following variables: 1) percentage of spend in defined
geographies, 2) percentage of spend with particular industrial sectors and 3) percentage of spend
with SMEs. In additionto those compulsoryindicators, the city also undertook more detailed analysis
concerning e.g. the extent to which the money leaking out of the defined geographical area is
potentially influenceable. The spending analysis and recommendations for the further improvement
were also shared with the anchor institutions.

The changerequired the personnel in the city to be motivated. The whole way of thinking needed to
be realigned towards strategic procurement.

9.1.3 What was needed for it

Procurementhas to defined as a circular process. The procurer has to setgoals for the procurement
and throughout the contract period, the results and lessons learned need to be evaluated. The
commitment of the political decision makers is the most crucial requirement for success. To make
sure that the procurementrespondsto the needs, itimportantto use service design as amethod.

9.1.4 Interview questions
Interviewee:




Tamar Reay, Policy Officer at Preston City Council

e How easy has it been to get political parties and leaders to committo the strategic procurement
goals? Whatfactors have supported the commitmentofthe political leaders?

e What have been the key factors to get anchor institutions to get excited and committed to the
interaction with the city?

e Whathas been the main benefits fromthe buying analysis?

e Whatwould be your recommendations for the two main things municipalities should do to assess
the success of procurements?

9.2 City of Larvik: The procurement strategy helps to develop procurement goals
and processes step by step

9.2.1 The result/issue

The City of Larvik wanted to enhance the effectiveness ofthe money spentby the city. That required
that goals setto the procurementwere updated to a new strategic level. As a result the whole mind-
set of the procurementis in change process in thecity; it is notabout buying, procurementhelps to
answer the societal challenges.

9.2.2 What was changed or made differently

Onefactor thathave challenged the procurement at city level isthat they identified kind of megatrends
that are in-between the traditional municipal sectors from the city strategy point of view. Digital
environment and innovations are examples of the themes. The clue is that the procurement
organization might find new goals for specific procurement cases when societal big themes are
systematically considered in the planning process. Thathelps to update the requirements to a new
level.

The city started the work ofchangingthe mind-set step by step. It has been useful to start with easy
cases so that good results can be shown quite fast. Even though the city has its targets in societa
aims, the economical savings are usually a strong proof and interests the city leaders. So the city
measures and publishes the savings every year. Showing what can be achieved by new methods
supports the work towards more ambitious objectives.

The city of Larvik has paid special attention to get the whole city committed. To spread the know-
how and strategical thinking, the city has informal change agents who motivate and advise their
colleagues. Also the procurement professionals profile has been boosted, the procurement officers
can really make change and do some extra good for the city, itis notonly about buying things and
services.

9.2.3 What was needed for it
The city officials, both substance and procurement experts cooperate through the procurement
process, starting fromthe planning ofthe procurement. They have combined teams for the planning

of each strategically imporntantprocurement. The directors, also both the substance sectors and the
procurement, have to be motivated and committed to the goals of strategic procurement. It is
importantto be patient, the changeis slow and stable results needs to be done step by step.




9.2.4 Interview questions
e City of Larvik has changed the mind-set of defining the aims of public procurement. What have

been the most effective tools to motivate city officers to consider public procurement from new
angel?

e You haveemphasized the need to proceed step by step. Would you have some examples of how
the this have worked? Whathave you donefirstand what have the next steps been?

e Whatwould be yourrecommendations for the two main things municipalities shoulddo when
setting new strategic goals for the procurements?

9.3 Nantes Metropole: The implementation of procurement strategy — Concrete
objectives and criteria motivate to look at procurement from anew
perspective

9.3.1 The result/issue

The City of Nantes (population 630,370 — Western France) developed a responsible procurement
policy nearly 15 years ago. However, it was only relatively recently that it set down its policy in a
formal Responsible Purchasing Promotion Scheme?!, adopted in March 2017. The scheme
endeavours to incorporate four major public policies into the city's purchasing operations and enlist
its suppliers' support for: Employment, Local Economic Development, Equality, and the Energy
Transition. Its three key focus areas are dividedinto 11 strategic orientations:

Figure 10 Nantes' Responsible Purchasing Promotion Scheme
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The city of Nantes has a history oflong-term developmentin responsible procurement. Thatincludes
strong emphasis of responsibility. Nantes aims to be at the forefront of economic, social,

1  Frenchlegal framework: LOIn°® 2014-856 du 31 juillet 2014 relative a I'économie sociale et solidaire - Art. 13



https://www.legifrance.gouv.fr/affichTexte.do?cidTexte=JORFTEXT000030171312&categorieLien=id

environmental and democratic regeneration by creating new models and tools and also integrating
all relevant stakeholders in the procurement process. Objectives require that public procurement is

viewed as more than just a technical decision, and thatitis aligned with its political priorities.

Responsibilityhas been on the agenda since 2001 and the latest strategy was launched at 2017. The
Responsible Purchasing Promotion Scheme (RPPS) covers the whole Nantes Metropole, however
the City of Nantes has been the forerunner.

9.3.2 What was changed or made differently

Themostimportantfactors in the implementation have been the ability to set concrete objectives and
to measure the results. That is enabled by criteria that are set to the economic, social, employee
relations, environmental and governance themes. Every category has various detailed aims.

Theimplementation ofthe ambitious strategy needs resources. There are seven officials allocated to
the supportwork, that includes the specialists of environmental and social clauses and responsible
procurementprocess.

Also the political level has to be integrated to the development process. The relevant elected
members ofthe Metropolitan Council of Nantes Metropolis are informed about upcoming investments
in order to collectively decide on the environmental and social clauses that are to be preferred for
each ofthem. A group of politicians also regularly evaluate the impacts of RPPS.

The City of Nantes has named ambassadors of Corporate Social Responsibility (CRS) who support
the city organizations in the operative work to integrate social and environmental clauses into the
procurement requirements. The network of CSR ambassadors works also with the procurement
team.

Some units of the city have settheir own more detailed objectives to the procurement. It has however
been challenging to find a balance between economy and qualitative aims. That requires also a
cooperationand mutual understanding of political leaders and city officials.

9.3.3 What was needed for it

It was important to identify priorities of objectives on strategic and operative level and measure the
change and results of each procurement. Development of the procurement process as well as
individual procurements needs to be resourced sufficiently. However the ambition level has to be
adjusted to the amountof allocated resources. Ambitious objectives requires also the commitment of
the private sector actors. Market dialogue and other interaction takes time and the upgraded level of
requirements mightcall for new solutions.

Based on the above-mentioned methodology, here is a selection of the initiatives conducted by

Nantes in two purchasing categories:




Table 4 Selection of the initiatives conducted by Nantes

Type of Focus area Type of action Legal tool Operational Assessment
purchase tool indicator
Building Integration Recurrent for Performance Overseen by No. hours
construction through work operations > condition + Integration Job placement
work €500,000 (ex. award criterion | Dept. rate
VAT)
Energy Recurrent Technical RT2012 Reduction in
transition specification standard energy
consumption
Experimentation Technical Installation of | Reductionin
specification adigital boiler | energy
consumption
Experimentation Global energy 20% below Reduction in
efficiency RT2012 energy
market performance consumption
target
Circular Recurrent Technical Waste sorting
economy specification +
green worksite
charter
Environment Recurrent Technical Eco-certified
specification + raw wood;
green worksite | reduction in
charter worksite
pollution
VSEs/SMEs Recurrent Subdivision Compliance Rate of
into lots with trade subdivision
principles into lots
School Organic Recurrent Performance Dependingon | Percentage of
catering condition + product eco-
award criterion | ordered responsible
products
Short supply Recurrent Performance Depending on | Percentage of
chains condition + product eco-
award criterion | ordered responsible
products
Environment Experimentation Technical Abolition of Technical
specification plastic feasibility
containers




9.3.4 Interview questions
Interviewee: Mayor of Nantes

e Nantes aims to be at the forefront of economic, social, environmental and democratic
regeneration and uses procurementatool to gain that. Has it been easy to set so forerunner
goal and wat has been the main challenges?

e New strategical goals are noteasy to implement.

- Whathas been your main actions?
- Whatis theroleof the city leaders in implementation?

e Whatwould be yourrecommendationsfor the two main things municipalities should do to support
the implementation of procurement strategies?

9.4 Lille European Metropolis: Centralized buying office requires new kind of
cooperation of the municipalities

9.4.1 The result/issue

Municipalities of Lille European Metropolis have together established a buying office to serve all the
municipalities of the Metropolis area in the beginning of 2019. The Metropole includes 29
municipalities of different size and also differentbasis and know-how as regards of the strategic and
result based procurement.

The operative work of buying office has a background in procurement policy that includes four
strategic main points:
A public procurementculture based on the economic and local development.

n

A pooling strategy atthe service of an entire region.
A virtuous approachto innovation and sustainable development

> w

An optimization of establishment’s buying for an efficientadministration.

The work has just started, but the expected gains relate both economical and quality aspects. A
centralized model will most probably get prices and delivery cost to lower level. A more important
thing is however the expertise municipalities are entitled to, that will result in lower risks and better
quality.

9.4.2 What was changed or made differently

The buying office centralizes part of the procurements. Notall procurements aredone by the office;
the amountand sectoral focus differs. The buying office makes actual procurements on behalf ofthe
municipalities and also offers supportto them, whatever the need is.

To get the credibility among the private sector actors it has been importantto get big municipalities
to use buying offices services. Atthe same time it is necessary to include all the municipalities in the
discussions. The centralized procurement needs a lot of interaction, so that all the aspects and
challenges can be taken into account when planning the cooperation. It takes time to develop trust

and smooth interaction. It's also important that there are enough resources allocated to the co-
developing and discussions.




9.4.3 What was needed for it
The organization of the centralized model has to be as simple as possible. The most important

success factor is the dialogue between the municipalities. The buying office needs to ask the
municipalities of their needs and feedback systematically. Municipalities have different challenges,
related for example to the size and location. All the points of view have to be taken into account
seriously to gain thetrustand open dialogue.

Interview questions

o Whatwere the objectives in establishing the buying office?

e Whathave already been the benefits of joining the buying office for the municipalities?

e What would be your recommendations for the two main things municipalities should consider
when establishing acentralized buying office?

9.5 City of Haarlem: The support of political decision makers helps to set the
concreate aims high

9.5.1 The result/issue

The City of Haarlem has renewed its procurement objectives to give strong support to the
sustainability and circular economy goals. The initiative derives fromthe political coalition programme
that was made by the new city governmentin 2018. The aspect of responsibility has to be taken into
accountin all decisions.

The objectives are highly ambitious:

e By the year 2022 at least in 10 % of the procurements have circular economy goals.

e By the year 2025 at leastin 15 % of the procurements have circular economy goals.

e By the year 2030 100 % of the procurements have circular economy goals.

The same goals are adapted in the surrounding 20 municipalities. That gives these municipalities the
possibility to challenge the private sector to innovate new solutions and change the market.

Whatwas changed or made differently

The political supportis critical to the implementation. However, itis a challenging work and the change
needs to penetrate every city organization. Thatrequires both training the procurement specialist and
part of substance officers and also recruiting new specialists.

It is important to support the substance organizations by offering examples of sustainability criteria
and procurementdocuments.

In addition to the commitment of city officials it is important to have an ongoing dialogue with
stakeholders that vary with each procurement. Because the procurements need actual innovatve
solutions to meet the sustainability and circular goals, the city has discussed with the private sector
about the possibilities to respond to the needs and maybe change their products and business. Both
the agenda and the timetable have been under discussion. Companies have been grateful for the

opportunity to contribute to the city’s strategic planning and that way maybe also create new
cooperation possibilities.




9.5.2 What was needed for it
A strong political vision and agendais needed to update strategic thinking and make changein the

operative work in the whole city. Although the political level sets the main agenda, ithas been crucia
to interactand test the concrete goals with local companies.

9.5.3 Interview questions
e The newcity governmenthave sethigh goals for sustainable and circular procurement.
- Whathas been the meaning ofthe strong political support?
- How hasthe italready changed the strategical thinking and operationalwork?
e Whatare the mostimportantactions in implementing the strategy?
- Has there been any challenges?
e Whatwould be yourrecommendations for the two main things municipalities shoulddo to help
political leaders to give the supportneeded to proceed towards ambitious aims?

9.6 Scotland: Scotcap, the first innovation partnership project in Scotland

9.6.1 The result/issue

Scotcap, is a service contract to create an innovative point-of-care investigation of the lower
gastrointestinal tract using minimally invasive colon capsule endoscopy. The aim is to tackle the
diagnostic bottleneck for Gl disease and bowel cancer risk assessment. Innovation willoccur ifanew
service can be created and delivered at point-of-care in the community, e.g. GP. practice. It could
also reduce the total cost of gastrointestinal diagnostics by eliminating unnecessary travel, minimizng
impact on the daily life of patients, avoiding complications, reducing specialist participation and
reducing resource utilization —while stillmaintaining the medical accuracy ofthe current procedures.
Results ofthe projectare due early 2020.

9.6.2 What was changed or made differently

The new Innovation Partnership procurement process was commissioned under the Programme for
Government 2018/19. The ongoing project seeks to answer two key questions; did the innovation
work, and, can the authority afford the new solution?

Innovation Partnerships enable the procurement of goods, works or services that are not currenty
available on the market by combining development and purchase elements tailored to public
requirements. The innovation partnerships allow public buyers to create a call for competition using
an output-based specification, without defining the solution to a societal challenge and enable
supplier selection, structured R&D phases and a contract between the winning contractor and the
authority, without the need for a further successive procurement. Partnership working between
suppliers and authorities to solve societal problems is the fundamental conceptofthe process. The
new procurementmethod helpsto keep the public services up to date and well - adapted to the needs
of authorities as well as citizens.

9.6.3 What was needed for it
e Forsuccessfulinnovation partnership projectthe following factors are essential:
- Stakeholder managementand communicationsthroughoutthe project
- Improved procurementprocesses and regulation thatallow the combination of research and
procurement

e Governanceincluding projectmanagement




e Leadership and sufficient(human) resources

9.6.4 Interview questions

e Underwhich circumstances should the innovation partnership be used?

e Whathave youlearntfrom the firstongoinginnovation partnership?

e How do yousee the future of public-private partnershipin supporting innovations?

9.7 City of Prague: Prior Market Consultation (PMC)

9.7.1 The result/issue

Prior market consultation offers away for public buyers to get a better sense of the market, existing
solutions and prices. PMC works both ways and also helps possible suppliersto get ready for the
upcoming tender. The city of Prague has successfully increased the use of PMC in complex
procurement processes, which has helped to identify problems e.g. with the procurementdocuments
before even publishing the documents and thus saved a lot of time and effort at later phases, as a
well-organized PMC typically reduces the number of complaints. In the big picture, discussions with
the possible suppliers increasetrustin public sector and is one way of developing more transparent
public organizations, which has been one of the key reasons to actively develop PMCs in Czech
Republic.

9.7.2 What was changed or made differently

PMCs are used especially for complex and/or procurements that require new technology and
innovative solutions. The market dialogue helps to assess ifthe planned procurementis feasible e.g.
from a technical and/or operational point of view. Based on the discussions with potential suppliers,
the public buyer can develop more accurate tender specificationsand is better informed ofthe choice
of the most suitable procedure for the procurement process. In Czech Republic PMC has offered
valuable information e.g. in several tech projects and market dialogue has led to significanty
improved solutions.

PMC must be conducted in atransparentway. In order to avoid unequal treatment of the suppliers,
the Czech public sector organizations inform Tenders Electronic Daily (TED) about the upcoming
PMC to invite all possibly interested firms. In addition, the PMC events are video recorded for
transparency reasonsas well as for firms that were notable to participate. After the discussions, the
procurementdocuments are updated. All the changes made to the firstversions are marked and the
participants listed in order to create transparency.

9.7.3 What was needed for it

Prior market consultations highly rely on effective communication between public sector and
suppliers. Specific tools, such as online consultation platforms, can be helpful to support the
consultation process and make itmore transparentand accessible. PMC can be a complex process
that is most needed when the procurement is complex and requires first-hand information from the
economic operators. To avoid the risk of treating economic operators unfairly or lacking transparency,
the decision of conducting a PMC is good to be justified and documented. All the acts taken to
increasetransparency, areimportantin creating mutual trust between suppliers and contractorsthat

isthe base ofa successful procurementprocess.




9.7.4 Interview questions
e Whenis PMC mostuseful? (e.g.type of procurement)

e What have you achieved by using PMC? Best case(s)? (e.g. what have been the key success
factors?)
e Do’s and don’ts when planning PMC (e.g. potential pitfalls and how to avoid them).

9.8 Finnish Institute for Health and Welfare, city of Vantaa, city of Helsinki, city
of Gothenburg, city of Helsingborg, city of Stockholm, city of Botkyrka,
Swedish Transport Administration: Social Innovations and Employment
through Public Procurement (SIEPP)

9.8.1 The result/issue

Themain objective ofthe projectis to create employment possibilities forindividuals that are currently
far fromthe labour market by implementing employmentcriteriain procurementprocesses. Also, one
of the key aims of the transnational (Finland-Sweden) project is to strengthen the knowledge and
experiences ofthe participating organizationsto better take into accountemployment criteria in p ublic
procurementprocesses and thereby increasing employment opportunities for currently unemployed
people.

9.8.2 What was changed or made differently

In orderto disseminate and imbed the use of employment criteria, key stakeholderswere involved at
the early phase ofthe projectand the model was developed based on the discussions with different
sectors both nationally and internationally. Broad consultations across political levels and different
sectors such as employment departments and services, trade unions and the private sector led to
the creation of a well-functioning model.

In addition, the implementation of employment criteria was modelled to help the implementation
process:the concrete model consists of guidelines describing the steps needed to develop strategic
procurement and identifying which stakeholders have to be involved; templates and checklists for
public authorities; and legal advice to contracting authorities.

During the project (2017-), the use of the employment criteria has increased significantly and for
example in the city of Vantaa the employment criteria has been implemented in 25 public
procurementprocedures with good results.

9.8.3 What was needed for it

One of the project’s main lesson is that cooperation between the public and the private sector is
essential in order to tackle unemploymentand social challenges. The successful cooperation bases
on open discussions and regular meetings. Thus, ensuring sufficient resources is crucial to the
successful implementation of employment criteria.

Moreover, an importantcondition for success is the existence of political will (in municipalities as well

as at national level) to promote employment clauses in procurement. In addition to the political level,
the positive attitudes towards employment criteria both in public and private sector organizations are
crucial and must be enhanced by education and communications.




9.8.4 Interview questions
Whatare the key advantages of using employmentcriteria?

What are the newways of using employment criteria (e.g. SIB-model, bonus-model)?
How to getstarted with the use of employment criteria? Any tips for the public buyers considering
implementing the employmentcriteria?

9.9 City of Lisbon: Sustainable green procurement

The City of Lisbon is determined to develop environmental sustainability policies in differentfields:

changing the paradigm of mobility, adopting anew ecological structure for the City (Green Plan);
improving waste management, and promoting energy efficiency. Public procurementis one way
to reach these environmental goals.

Interview questions

How can public procurementserve as a way to tackle climate challenges?

How to measure and monitorenvironmental impacts? (E.g. key indicators? How to integrate them
in the procurementprocedure).

Examples of new green infrastructure in Lisbon? (Whatwas done differently, how was the

environmental perspective included)?
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10 Annex 3: Overview of guiding materials, initiatives, projects and funding
schemes

Table 5 Overview of guiding materials, initiatives, projects and funding schemes
Material Title Web link ‘

Guidance on innovation procurement, European Commission https://ec.europa.eu/docsroom/documents/29261
“PUBLIC PROCUREMENT GUIDANCE FOR PRACTITIONERS (FEBRUARY 2018)on https://ec.europa.eu/regional palicy/en/policy/how/improving-
avoiding the most common errors in projects funded by the European investment/public-procurement/quide/

Structural and Investment Funds”

Public Procurement of Innovation Guidance http://innovation-procurement.org/about-ppi/quidance/
Public Procurement as a driver of innovation in SMEs and public services https://op.europa.eu/en/publication-detail/-/publication/f5fd4d90-
) arac-11e5-b528-0laar5ed7lal
Guidance ) ) ] ] ]
i European Assistance for Innovative Procurement (EAFIP) toolkit http://eafip.eutoolkit/
materia
UN Principles of Sustainable Public Procurement 2015 http://www.oneplantnetwork.org/sites/default/files/10yfp -spp-

principles.pdf

The Procura+ Manual http://www.procuraplus.org/manual/

Guidance on Public Procurement by the European Commission, DG GROW http://ec.europa.eu/growth/content/increasing-impact-public-

investmentthrough-efficient-and-professional-procurement-0_en

Guidance on Circular Public Procurement by the European Commission, DG ENV https://ec.europa.euw/environment/gpp/pdf/Public_procurement circul

ar_economy brochure.pdf



https://ec.europa.eu/docsroom/documents/29261
https://ec.europa.eu/regional_policy/en/policy/how/improving-investment/public-procurement/guide/
https://ec.europa.eu/regional_policy/en/policy/how/improving-investment/public-procurement/guide/
http://innovation-procurement.org/about-ppi/guidance/
https://op.europa.eu/en/publication-detail/-/publication/f5fd4d90-a7ac-11e5-b528-01aa75ed71a1
https://op.europa.eu/en/publication-detail/-/publication/f5fd4d90-a7ac-11e5-b528-01aa75ed71a1
http://eafip.eu/toolkit/
http://www.oneplantnetwork.org/sites/default/files/10yfp-spp-principles.pdf
http://www.oneplantnetwork.org/sites/default/files/10yfp-spp-principles.pdf
http://www.procuraplus.org/manual/
http://ec.europa.eu/growth/content/increasing-impact-public-investmentthrough-efficient-and-professional-procurement-0_en
http://ec.europa.eu/growth/content/increasing-impact-public-investmentthrough-efficient-and-professional-procurement-0_en
https://ec.europa.eu/environment/gpp/pdf/Public_procurement_circular_economy_brochure.pdf
https://ec.europa.eu/environment/gpp/pdf/Public_procurement_circular_economy_brochure.pdf

Material

Title

Green Public Procurement (GPP) Training Toolkit

Web link ‘

https://ec.europa.eu/environment/gpp/toolkit _en.htm

Network of national competence centres on innovation procurement

https://cordis.europa.eu/project/rcn/213117/en

National Competence Centre PIANOo (Netherlands)

German government support centre forinnovation procurement: KOINNO

https://www.koinno-bmwi.de/

The Norwegian National Programme for Supplier Development, set up to support public

buyers and accelerate innovations through the strategic use of public

http://innovativeanskaffelser.no/about/

procurement
VNG (Association of Dutch Municipalities)
G-O\-/(-arrTment NEVI (Dutch knowledge network on procurement and supply management
nitiatives German procurement networks (academics, lawyers, people who work for contracting https://www.dvnw.de/
bodies)
Kompetenzstelle fiir nachhaltige Beschaffung http://www.nachhaltige-beschaffung.info/DE/Home/home node.html
Forum Vergabe e.V http://www.forum-vergabe.de/
Observatoire des achats responsables: ObsAR https://www.obsar.asso.fr/
Cellule d’'information aux acheteurs publics — CIJAP
Centre of shared Services for Municipalities in the Czech Republic http://www.smocr.cz/
Public Public Procurement of Innovation platform, listing inter alia projects where Public https://www.innovation-procurement.org/home/?no_cache=1
Procurementof | Procurement of Innovationwas piloted in various sectors
Innovation Horizon 2020 Policy Support Facility https://rio.jrc.ec.europa.eu/en/palicy-support-facility/mle-
projects innovationprocurement
COS-LINKPP-2017-2-02: Innovation procurement broker: creating links for the facilitation of | https://ec.europa.eu/easme/en/cos-linkpp-2017-2-02-innovation-
public procurement of innovation procurement-broker-creating-links-facilitation-public-procurement
EU funding Public procurement of innovative products and services https://ec.europa.eu/growth/industry/innovation/policy/public-
schemes procurement_en

Funding & tender opportunities — Single electronic datainterchange area (SEDIA)

https://ec.europa.eu/research/participants/docs/h2020-funding-

guide/index en.htm



https://ec.europa.eu/environment/gpp/toolkit_en.htm
https://cordis.europa.eu/project/rcn/213117/en
https://www.koinno-bmwi.de/
http://innovativeanskaffelser.no/about/
https://www.dvnw.de/
http://www.nachhaltige-beschaffung.info/DE/Home/home_node.html
http://www.forum-vergabe.de/
https://www.obsar.asso.fr/
http://www.smocr.cz/
https://www.innovation-procurement.org/home/?no_cache=1
https://rio.jrc.ec.europa.eu/en/policy-support-facility/mle-innovationprocurement
https://rio.jrc.ec.europa.eu/en/policy-support-facility/mle-innovationprocurement
https://ec.europa.eu/easme/en/cos-linkpp-2017-2-02-innovation-procurement-broker-creating-links-facilitation-public-procurement
https://ec.europa.eu/easme/en/cos-linkpp-2017-2-02-innovation-procurement-broker-creating-links-facilitation-public-procurement
https://ec.europa.eu/growth/industry/innovation/policy/public-procurement_en
https://ec.europa.eu/growth/industry/innovation/policy/public-procurement_en
https://ec.europa.eu/research/participants/docs/h2020-funding-guide/index_en.htm
https://ec.europa.eu/research/participants/docs/h2020-funding-guide/index_en.htm
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11 Annex 4: Procurementroles

Besides the competencies there is need for differentroles in an organization. The roles may vary,
because organization structures are different, organizations have differentresources and mandates
and the maturity level can vary.

As an example hereis oneversion of howto describe the procurementroles

11.1 Procurement supportofficer

Your main mission is to assist staff members throughoutthe entire public procurement cycle, making
sure all procurement documents are complaint with procedural, technical and legal requirements,
and that meetings and other contacts are well organized. You have a solid overview of the different
stepsin the procurementlifecycle, and proficiency with the relevant systems and tools needed. You
help the staff to ensure compliance, particularly in the preparation of tender documentation.

11.2 Public Buyer/Procurement Specialist

Your main mission is to prepare and manage procurement procedures. You demonstrate knowledge
and expertise to procure a specific category of goods, services, or works. You work under the
guidance/direction of the procurementmanager. You monitor and ensure the proper enforcement of
public procurement procedures, making sure all procurement documents are complaint with
procedural, technical, and legal requirements. You are able to drive the complete procurement
process and have a good understanding of how it works. You act as a partner for both customers
and suppliers, serving as their main pointofcontact on contractual matters. You may supervisethe
work ofteammates orinternal customers workingin your area of expertise.

11.3 Contract manager

Your mission is to overseethe operation and performance ofthe contracts. You act as the main point
of contactfor suppliers on contractual matters, and youreportback to your leadership. This includes
implementing financial and operational controls, and compliance with all reporting requirements,
including those aimed at sustainability and innovation. You have a good understanding of relevant
EU and national legislation, particularly contract law. You represent the organization in terms of
supplier management, as well as any negotiations or conflictresolution that may be necessary. Your
major added value isin the post-ward phase, taking the lead on contract management, certification

and payment, and reporting and evaluation responsibilities.

Building a Procurement Strategy



11.4 Procurement Lawyer

Your main mission is to assist staff members throughout the entire public procurement cycle. You
help to shape procurement policies, planning, contract formation, and contract management
activities. You provide legal advice and guidance to procurement specialists and other colleagues
engaging in procurement activities related to contracts. You ensure the procurement documents
followthelaw and you take care of the legal questions related to procurement. You take care ofthe
juridical interpretation of the procurement contracts; claims, negotiations, sanctions. You follow the
possible juridical cases and trials. When necessary, you also participate in the procurement
procedure.

11.5 Advisor (social, ecological and sustainable goals)

You actively shape and implement sustainable procurementpolicies, do marketdialogue, planning,
and contract management activities, for different types of stakeholders. You contribute to the
definition of astrategy. You provide specialistand strategic advice to stakeholders on s ustainability
policies, planning, contract formation, and contract management activities. You focus on integration
of sustainability into procurement strategy and hands on procurement process. You act as internal
advisor and are responsible of educating and knowledge sharing. You follow sustainability scene and
collaborate with other procurers nationally and internationally. As advisor, you inspire and convey
sustainability vision to your organization; youidentify the method and message according the case.
You are responsible for evaluation of performance of sustainability targets in contracts and strategy.

11.6 Department/Procurement Manager

You lead the day-to-day activities ofthe procurementteam. As a leader, youinspire and convey your
vision to your team members; you identify the right skillset within your team and assign tasks
accordingly while grasping the overall vision. You help to shape procurement policies, planning,
contract information, and contract management activities, for different types of stakeholders. You
contribute to the definition of astrategy. You provide specialistand strategic advice to stakeholders
on procurementpolicies, planning, contract formation and contract managementactivities. You focus
on team and performance management, while guaranteeing process continuity and an efficient
procurementstrategy.

11.7 Strategic procurement officer

You actively contribute to the definition of a strategy. You are responsible for the strategic lead ership
of procurement, so you execute and lead the implementation of the strategy. You organize
procurement resources to focus on specific areas of spend. You focus your time, conduct in depth
market, and spend analysis to fully leverage strategic decisions on behalfofthe whole organization.
You evaluate your unit's performance based on KPIs, review and feedback and actively push the unit
to achieveresults. As a leader, youinspire and conveyyour visionto your unit members; you identify

therightskillsetwithin your unitand assign tasks accordingly while grasping the overall vision of your
organization. You are responsible for ensuring the good operation and performance of the contracts
under your remit. Your mission includes the development and implementation of procedures for
contract managementand administrationin compliance with the organization’s policy.




11.8 Budget holder

You make sure youspend your money according the procurement strategy. You ensure the strategic
goals to be achieved. You tackle organizational challenges accordingly. For example, for circular
procurement, youfocus on life cycles & closingthe loops and keep track ofthe used materials in all
the products. As a leader, you as monitor the progress of individual procurement through your

management system.




