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Significance

ÅIllustrates how Government works
(and sometimes how it doesnôt)

ÅIllustrates how difficult it is to achieve change

ÅUK experience has had major impact on other 

countries

ÅImportant topic - many potential benefits

- many risks

ÅRight results, wrong reasons
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Colin Cram FCIPS

Background

ÅMeteorological Office

ÅCustoms and Excise

ÅCabinet Office

ÅH M Treasury

ÅCentral Unit on Purchasing

ÅDepartment of Social Security

ÅNorth Western Universities Purchasing Consortium

ÅResearch Councils



Background to UK 
Government Outsourcing



Tiers of Government

ÅGovernment Departments

ÅAgencies

ÅNon-departmental Public Bodies

ÅNational Assemblies

ÅLocal Authorities:
ÁCounty Councils

ÁLocal Councils

ÅNational Health Service

ÅPolice

ÅOther

} Civil Service & Defence



Involvement of Private Sector

ÅPrivatisation ïWhole Business

ÅContracting Out ïSupport Operations

ÅPrivate Finance Initiatives ïService Instead 

of Capital Investment

ÅAgencies ïWider Market Initiative

ÅPartnerships : Public Private

ÅBest Value ïLocal Authorities



Privatisation

ÅRail

ÅUtilities ïGas, Electricity, Water, Telecoms

ÅHer Majestyôs Stationery Office

ÅDefence Research Agency (DERA)

ÅAir Traffic Control

Selling a business



Recent Contracting Out

ÅPrisons

ÅIT

ÅEstates



Private Finance Initiatives

ÅPrisons

ÅHospitals

ÅIT

ÅRoads

ÅSchools



History of Outsourcing



Iron Age Settlements



The Roman Empire



Roman London



Saxon Settlements



The Bayeux Tapestry



Field of Cloth of Gold



The British Navy
Pirates!



Toll Roads

Private Canals



The Napoleonic Wars

Railways



Private Sector Involvement

ÅAD 50+ Roman army builds roads

ÅAD 100 Roman army in Dorset contracts out pottery

ÅAD 1100 Land in return for military service (Feudalism)

ÅAD 1520 Field of Cloth of Gold

ÅAD 1530 Start of British Navy

ÅAD 1588 Pirates!

ÅAD 1750 Toll roads (Turnpikes)

ÅAD 1780 Private canals



Private Sector Involvement

ÅAD 1799 Income Tax

ÅAD 1830 Private railways

ÅAD 1870 State education

ÅAD 1915 Breweries nationalised!

ÅAD 1930s Nationalise transport and heavy industry

ÅAD 1945 Health Service

ÅAD 1900s Growth of Social Services



Growth of Central Government

Year Number of óCivil Servantsô

900 1,000+

1100 1,500
1500 3,000
1780 17,000 (Robbie Burns)
1870 50,000
1890 70,000
1914 282,000
1939 350,000
1945 500,000
1976 748,000
1996 500,000
2001 501,000



Public Sector Ownership
Put it into perspective



Conservatives Win Election

1979 ïMargaret Thatcher is Prime Minister

Radical or

Reactionary?



Reduce Size of Civil Service

1981 ïSolution : Contract Out

ÅCatering }

ÅCleaning } target 100% by 1985

ÅSecurity Guarding }

ÅTyping }

Playing with numbers?



1985

ÅLittle Progress



1985

ÅMinimising Stockholding Costs: 

Report into Commercial Practice

ÅOutsourcing Non-Core Activities



1985

ÅCentral Unit on 

Purchasing



1986

ÅCompeting for Quality Mark 1

ÅInvention of ñMarket Testingò



1988

ÅNext Step Agencies

ÅIntroduce Greater Commercial Focus

ÅAnother Way of Reducing Civil 

Service Numbers

ÅFirst Privatisations (BT, British 

Airways, Rolls Royce)



1991

ÅCompulsory Competitive Tendering 

in Local Authorities Proves a 

Qualified Success



Major Benefits!

ÅClear Service / Business Objectives

ÅReduced Costs

ÅReleased Initiative

ÅUse of External Expertise / Business Practices

ÅProperly Costed Services

ÅClearer Specifications

ÅBetter Quality

ÅEnables Focus on Core Activities



1991

ÅJohn Major becomes 

Prime Minister

ÅBoost to Privatisation

ÅCompeting for Quality Mark 2

ÅForces Recognition of Importance of 

Contracting

ÅFirst Big Next Step Agencies



1995

ÅSetting New Standards



1997 ðTony Blair PM

Å1997 : Best Value ïLocal Authorities
Å1998 : Selling Government Services into Wider Market
Å1998 : Modernising Procurement
Å1999 : Gershon Review
Å1999 : Bates Report
Å2000 : Office of Government Commerce
Å2000 : Partnerships UK

Result

ÁRaising Professional Standards

Á Impetus to PFI

ÁMove to Greater Central Control of Purchasing

ÁMore Private Sector Involvement

ÁLess Dogmatic on Contracting Out

ÁConstruction

ÁProject Management



Private Sector Involvement in 
Central Government



Evolution of Purchasing

1979

Mechanical

Purchasing

Arms-length

Relationships

Short-term

Planning

1985

Central Unit

on Purchasing

Catalyst to

Improve

Purchasing

1991

Private

Finance

Initiative

Project

Management

Long-term

Planning

1998

Public Private

Partnerships

High-level

Contracts

Management

Management

of Complex

Relationships

Wider Markets

2000

Increasingly

Strategic



Top 10 Government Suppliers

Supplier Total Spend (£m)

Consignia 800

Trillium / Land Securities 400

EDS Ltd 300

Siemens 200

Sema Group 150

Carillion 130

Costain 120

Group 4 110

ICL / Fujitsu 100

Mediavest Ltd 80



Top 10 Government Commodity Areas

Commodity Area Total Spend (£m)

Management, Business Professionals & Administration3,100

Highway, Street or Road Construction 1,100

Transportation, Storage & Mail 1,100

Building, Construction & Maintenance 1,000

Research & Science Based Services 1,000

Editorial, Design, Graphic & Fine Art Services 700

Labour Training & Development 700

Communications & Computer Equipment 600

National Defence, Public Order, Security & Safety 400

Healthcare Services 300



Best Value - 1997

Local Authorities

ÅCompulsory Competitive Tendering Č Best Value

ÅLowest Price Č Clear Objectives



Best Value : Summary

ÅBest Value is tackling the things that matter

ÅBest Value is changing the way Councils do business

ÅGood management needs good procurement

ÅInnovation in services needs innovation in procurement



Best Value : Tackling the things 
that matter to local people

Good refuse collection 60%

A ótidyô locality46%

Good libraries 32%

Clean streets 31%

Well repaired roads 20%



Best Value : Changing the ways 
Councils do business

ÅProcurement as part of every review

ÅBetter Project Management

ÅMore Partnerships

ÅE-Services, E-Government, E-Procurement

ÅMore complex and valid procurement methods



Best Value : Tackling the big 
themes in public servicesé

ÅBuilding prosperous local economies

ÅGiving children a good start in life

ÅMaking the place attractive, clean and green

ÅTackling crime and making people feel safe

ÅDelivering good health and care services

ÅCelebrating all the communitiesô cultures



Case Studies



History of Private Sector 
Involvement in Department of 

Social Security (DSS)

A Radical Experiment!



Department of Social Security

90,000 Staff

£3,000m  Running Costs

£1,500m  Purchasing Spend



1987

Review of Potential for ñMarket Testingò

ÅCleaning

ÅSecurity

ÅPrinting

ÅCatering

ÅPublishing

ÅAudit



1989

ÅWorking Party to Examine 

Market Testing



A Radical Experiment

1991

ÅNext Steps Agencies : Major Boost

ÅDSS Split into:

ÁBenefits Agency

ÁContributions Agency

ÁInformation Technology Services Agency



A Radical Experiment

1991

ÅBenefits Agency Management Board 

recruited from outside Civil Service



A Radical Experiment

1992

ÅBenefits Agency Develops Market Testing 

Implementation Plan:

ÁAudit

ÁPublishing

ÁOffice / Building Services

ÁCatering

ÁPrinting

ÁDebt Recovery
ÁFraud Investigation



A Radical Experiment

1993 / 1994

ÅAccommodation and Office Services (£100m)

ÅInternal Audit In-House

1995

ÅBA Publishing ïPrivatised

ÅPrinting ïIn-House

ÅIT Processing Centres ïPrivatised

1996

ÅñPRIMEò Project Conceived

ÅChild Benefit Centre Project Started

ÅñADAPTò Conceived and Started



A Radical Experiment

1997

ÅIT Services ïPrivatised 

1998

ÅñPRIMEò Completed ïConsortium Bid

ÅBA Medical Services ïOutsourced

ÅChild Benefit Centre Project Cancelled



Prime Outsourcing

of DSS Estate in Biggest Estates 

Outsourcing in UK

£1,500m



Why Prime?

ÅEstate Often Unsuitable

ÅMuch Unused Space

ÅNo Development Funds

ÅLittle Estates Management Expertise

ÅExpensive to Run

ÅInflexible Accommodation



1995

ÅStudies Abroad

ÅIdentifying Interest

ÅDevelopment of Objectives / Plan



1997

ÅConsortia Formed:

ÁConstruction

ÁService

ÁFinance

ÅExpressions of Interest

ÅShortlist

ÅFinal Selection

ÅCompletion of Negotiations



April 1998

ÅHand Over Estate


