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Public sector procurement amounts to about £225bn pa. This represents an investment of £3500 pa per man woman and child in the UK – £14,000 for a family of 4. It is over 0.5% of global GDP. It would put the UK into the top 10 of national GDPs. It is central to the delivery of public services, has the potential to drive innovation, sustainability and to support employment. 

There is powerful economic competition from around the world and the UK must extract maximum value from its resources to stay in the contest. The world has changed but, despite all the recent improvements led by the Office of Government Commerce and through many individual initiatives, UK public sector procurement has not kept pace. 

The structure of public sector procurement remains too much the legacy of past fragmentation and the independence from the ‘Crown’ of much of the public sector, e.g. local authorities (whose procurement spend is £40bn pa). Arguably there are several thousand public sector procurement organisations and 40,000 procurement points. There are over 40 buying agencies/consortia, some regional, others national or semi national; some co-exist, others compete. There is much product overlap.

Collaborative procurement still accounts for less than 10% of public sector procurement. 

Public sector procurement creates high costs for itself and suppliers through:
· Indiscipline  and disaggregation– failing to make use of existing agreements
· Constant reinventing the wheel – varied specifications for what should be     identical products/services.
· A huge variety of contract terms and conditions.
· Different procedures and standing orders.
· Local and different interpretation of EU procurement directives.
· Multiplicity of tendering, contracts and contract managers.
· Multiplicity of attempts to manage suppliers, markets and supply chains.
· Hugely varied expertise of procurement personnel.

The public sector should have gone out of business many years ago.

There is plenty of evidence to suggest that there is scope for procurement savings to exceed £15bn pa through an integrated and coherent procurement structure. Although twice the figure that the Treasury’s Operational Efficiency Programme suggested could be achieved through collaborative procurement, it still represents only a 7% saving. Given the plight of public sector finances, a requirement to deliver nearer £30bn pa (15% savings) would not seem unreasonable.

Big savings require radical changes. They cannot be achieved through incremental means. The only rational model is for a single integrated procurement structure for the public sector. 

So how would ‘integrated procurement’ work in practice? Government procurement is too big and the range of procurements is too great and complex for a single central procurement unit, but all should be within one overall structure headed by someone with the authority and accountability for delivery. Some of the features should be as follows:

· Leadership provided by the Office of Government Commerce
· Specialist procurements for specialist organisations to be handled by specialist procurement teams
· Large departments such as Revenue and Customs to retain large procurement teams (albeit part of the overall structure) and provide a service for major procurements, the management of major suppliers and market management for the whole of the public sector and to smaller central government departments
· Regional procurement hubs serving the various customer organisations, supported by sub-regional procurement hubs. The model would be fully consistent with and supportive of Total Place.
· Local 'procurement' to be restricted largely to small contracts, procurements and call-offs and providing a link between the commissioners and the appropriate contracting teams.

This structure would be capable of implementing procurement policies, of being accountable for delivery and of providing the data/information for more robust policy and decision making.

Consistency with independence from the ‘Crown and devolving responsibilities from Whitehall could be maintained by giving organisations a choice whether or not to sign up, with no option to change for, say, 3 years. Chief executives who stayed out could be held to account for any failure to deliver procurement policies, targets or value for money. Few would take this option. 
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