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1 A Guideto Measuring Spend and Wider
Impact

1.1 Introduction

This Guide has been developed as part of the EU Urban Agenda Partnership for Innovative and
Responsible Public Procurement. With a key synergy to Action 1 of the Partnership which is about
Building Procurement Strategy, the Guide seeks to provide supportto Cities and other Institutions as
to how they can understand where their Procurement Spend goes and the process of measuring
Wider Impact. It is targeted at the following groups:

e Public Procurement Practitioners;

e Economic Development Practitioners;
e Localand Regional Authorities;

e National Governments;

e European Commission.

The Guide has been developed by Tamar Reay from Preston City Councilland Matthew Baqueriza-
Jackson representing the URBACT Programme?. The Guide is shaped by existing tools and the
experience ofthe authors of undertaking Spend Analysisand wider impactworkand seeks to provide
a clear and concise document.

The Guide consistsofthe following sections:

e Section 2 describes a bespoke Spend Analysis Tool which has been developed by Preston City
Council and Matthew to informthis and other projects;

e Section 3 provides guidance around how cities can measure Wider Impact, through a series of
Steps, considerations and case studies;

e Section 4 provides adescription of existing Spend Analysis and Wider Impacttools. The purpose
of this is to set the context and highlight that there remains a lack of common approach across
Europe;

e Section 5 provides conclusions and recommendations.

1.2 Context

Prior to that, this introduction focuses onwhy public procurementand Measuring Spend is important
and discusses traditional approaches to Spend Analysisand Impact Measurement.

! https://www.preston.gov.uk/communitywealth building

2 https://urbact.eu/; https://urbactewmakingspendmatter
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1.2.1 Scale

The scale of public procurement is significant (14% of EU Gross Domestic Product) and the role
buyers of public institutions play in ensuring that services are effective, efficientand provide value for
money for the public purse, as well as providing a way to boost jobs, growth and investment,
demonstrates the importance of procurement3.

Measuring Spend isimportantasitis a way ofunderstanding how much organisations are spending
on procurement, where the spend goes and who itis spent with. Itis done through the process of
collecting, cleansing, classifying and analysing the spend d atathrough software or other tools.

1.2.2 Progressing Spend Analysis

Most organisations will analyse their procurement spend for profitand efficiency purposes, whether
what they are buying provides value for money in terms of quality and price. It can also be used to
identify savings opportunities, improve processes, ensure effective supplier relationships, manage
risk, ensure compliance and identify spend which has occurred outside approved budgets.

However, Spend Analysis can be used in another way. It can provide an evidence base which enables
places and organisations to better understand how they carry out public procurementand how their
economy works. It acts as a demonstrator, using facts and data, to provide insights into a specific
situation in time as well as trends and disruptive factors. Used like this, spend analysis can be a
powerful tool for cities to deliver more for their communities, place and environment through the
process of Procurement.

There are many tools available which can be utilised to undertake spend analysis. It can either be
undertaken internally by public procurement officers or there are external consultancies which can
undertake the analysis on behalfof organisations (for which thereis usually afee).

Many spend analysis tools use Microsoft Excel because of its ability to be able to make charts and
be able to visualise data. Other tools, such as Microsoft Power Bl (Business Intelligence), are cloud
based and enable reporting and data analysis to be drawn froma wide range of data.

There are pros and cons to using Excel to analyse procurementspend. Prosincludethe fact that a
spreadsheetis inexpensive to work with, itis easy to create data collectiontools and simple to create
charts in excel; and using excel, reporting is usually easier and more hassle free. However,
spreadsheets can also be potentially time consuming and users can spend a significant amount of
time collectingdata, and they can become difficultto manage when multiple sets of data and multiple
locations areinvolved.

The Spend Analysis tool and methodology described in this Guide is based on an excel spreadsheet
because excel is accessibleto all and is straightforwardto use. It is acknowledged itis notthe only
tool, however, its simplicity means thatit can easily be adapted by institutionsand organisations for
their own use and particular needs.

® https://ec.europa.eu/growth/single -market/public-procurement_en
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1.2.3 Towards Impact Measurement

As well as undertaking Spend Analysis, the European Commission, Member States and Cities are
increasingly interested in the Wider Impact that procurement spend is bringing for a range of
economic, social and environmental challenges. Through the EU Directives, Cities in particular are
increasingly thinking about how considerations relating to social and environmental goals can be
embedded at each of the stages of the procurement cycle of: strategy; commissioning; pre-
procurement; procurement and decision-making; and monitoring.

Cities have started to think about which social and environmental outcomes are relevantto the types
of goods and services they are procuring; they have started asking questions about social and
environmental value intender documents and evaluating againstitduring decision-making. However,
very few (ifany) Cities are going to the nextlevel and actually monitoring the extent to which suppliers
are delivering against these outputs and outcomes during delivery. This guide therefore provides a
set of guidelines to undertaking impact measurement, recognising that the approach adopted will

differ on a case by case and organisation by organisation basis.




2 Bespoke Spend Analysis Tool

This section ofthe Guide outlines a bespoke Spend Analysis Tool. Itreflects upon the history of the
tool, where it has been used previously, its relevanceto this Partnership and step by step guidance
onimplementing it.

2.1 The evolution of the Tool

This Tool was originally developed by the Centre for Local Economic Strategies (CLES4), a think-
tank based in Manchester in the UK through their workto assistlocal authorities inthe UK to progress
their public procurementand practice. Prior to the start of their partnership with Preston City Council
in 2013, CLES had worked with 10 other local authorities, undertaking Spend Analysison their behalf.

What was differentabout Preston was the fact the analysis was undertaken on behalf of more than
just the City Council, it also involved six other Anchor Institutions (public institutions with a stake in
place) to understand procurement spend of a place not just a municipality. The analysis was first
undertaken in 2013, covering the period 2012/2013 and then again for the period 2016/17 and
measured the changein how procurementwas undertaken.

From 2015-2018, Preston City Council was Lead Partner for an URBACT Il Action Planning Network
of 11 cities (called Procure) which focused on the cycle of strategic public procurement, including
exploring theimportance of Spend Analysis withinthe cycle.

In 2017, Preston successfully applied to become one of 97 URBACT Good Practice Cities on the
topic ofhowto use Spend Analysis as an evidence base to deliver more for their communities, place
and the environment. Itthen applied to lead Making Spend Matter, an URBACT Transfer Network of
7 cities, to test how this good practice can be shared, adapted and re-used in different European
cities, in this case Pamplona (Spain), Vila Nova de Familicdo (Portugal), Schaerbeek (Belgium),
Kavala (Greece), Bistrita (Romania) and Koszalin (Poland).

As part of improving the Good Practice, Preston and their anchor institutions have undertaken the
spend analysis themselves rather than relying on external supportand have developed and written
a Spend Analysis Guide to supporttheir partner cities (and other European cities in the future) with
undertaking their own Spend Analysis.

At the same time, the Urban Agenda Partnership for Innovative and Responsible Public Procurement,
of which Preston is a member, identified that analysing procurement spend and measuring wider
impactwas an importantelement of strategic public procurement. A specific action dedicated to this
was included in the Partnership’s Action Plan and as part of this action it has been possible to test
the methodology further. A training sessionon this Spend Analysis Tool, and also measuring Wider
Impact, was delivered by Tamar Reay and Matthew Baqueriza-Jackson to the Partnership in May
2019.

* https://cles.org.uk/
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2.2 Aboutthe Tool

The Tool and methodology are described briefly below®:

Thetoolis an excel spreadsheetinto whichthe datais entered and organised in simple excel tabs or
spreadsheets and uses simple excel formulas to generate the analysis results.

The analysis consists of four steps:

e Gathering thedata;

e Checkingthedata;

e Entering the data;

e Analysing thedata.

The mostimportantofthese steps, and the one that is likely to take the most time is the first step —
gathering the data— as institutionswill need to think about:

e Thescale of their analysis, thatis whatnumber of suppliers will provide arepresentative sample
of their procurementactivities;

e Whattimeframe the analysis will cover —monthly, quarterly, half-yearly, or annually, depending
on theindividual institution’s needs;

e Whatgeography the analysis will cover, for example a municipality’s administrative boundaries,
functional economic area, or travel to work area;

e Which oftheir suppliers are small and medium-sized enterprises (smes);

e How theirindustrial sectors are defined, whether thisis broad or very specific.

Once the data has been defined, it can be collected. Where it is collected from will vary from one
institution to another —it may be in a single database but is more likely to be spread across different
departments within the institution, or may noteven be currently collected atall.

For ease of use, a supplier datasourcefile containingthe listofthe supplier sample to be analysed
fora defined period, broken down by supplier name, geography, amountspentwith supplier, supplier
SME status and supplier industrial sector should be created.

Before being entered in the excel Tool, it will need to be uniformly formatted by checking for
consistency, duplication, similarities and/or gapsin the data. Oncethis has been done, the data can
be entered in the Spend Analysis Tool. The analysis is then generated by live formulas (e.g. SUMIF,
COUNTIF) which are already pre-defined in the Tool.

The results ofthe analysis can then be used to inform policy and practice withinthe institution.

*The Spend Analysis Tool and accompanying Guidance will be available from June 2020, following the end of
the Making Spend Matter Transfer Network’s exchange and learning period.
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Figure 1 Spend analysis tool
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3 Measuring Wider Impact

This section ofthe Guide provides advice as to how Cities and institutions can measure the impact
oftheir Procurement Spend. As outlined earlier, this goes beyond the Spend Analysis Tool described
in Section 2 and utilises the examples of wider impact tools as described in Section 4 as its basis.
The below provides a step by step guide to undertaking impact measurement. It is important to re-
iterate that thisis notsomething thatshould be done at the end of a procurement process or during
the delivery of a good or service — it needs to be linked to each of the stages of the cycle of
procurement and linked to much wider global, national, regional, and local strategy and policy
objectives.

3.1 Step by Step Guide

There are six steps to measuring wider impactwhich can be seen in the infographic below. Each step

is explained in more detail in the paragraphs following:
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Step 1 — Political and Strategic Buy-in

Step 2 — Develop an Overarching Wider Impact Framework'

Step 3 — Embed Framework in Commissioning

Step 4 — Embed Framework in Tenders

| e }tep 6 — Deliver, Monitor and Measure

3.1.1 Step 1 — Political and Strategic Buy-In

The first step in measuring the wider impact of Procurement Spend is to make sure you as a City or
institution have the required political and strategic buy-in to undertake that analysis. It is a complex
and timely process, so itneeds to be partofa wider programme of activities seeking to progressthe
way in which procurementis undertaken.

Politicians need to be clear on whatthey are using procurement for—is itbeing used simply to make
costsavings and purchase goods and services orisitbeing used for that AND to address economic,
social and environmental challenges. Measuring the wider impact of Procurement Spend can be a
key leverin realising political visions and priorities.

Procurement Directors and Heads also need to be clear on how they are undertaking procurement
and why they are doing itin a particular way. If they want to use public procurement as a lever o
achieving wider economic, social and environmental outcomes, then this needs to be detailed in a
Procurement Strategy which focuses upon both legislation, compliance, risk AND wider economic,
social and environmental considerations. In this there needs to be a link to wider Strategy including
the Sustainable Development Goals and more national and localised policy priorities.

Step 1 is a pre-cursor to the proceeding steps and as such this guide should beread alongside that
produced by Action Group 1 around Procurement Strategy.

Case Study — Preston City Council

Preston City Council has been working on progressing procurement processes and practices since
2011. Procurement is viewed as being a key componentofthe Community Wealth Building Initiative




which seeks to increase wealth within the Preston and Lancashire economies and create a more
democratic economy through the growth of Worker Owned Cooperatives. Preston City Council
recognised that its procurement spend was not of significant scale alone to realise its ambitions.

Therefore, a key political priority has been to engage wider Anchor Institutions based within the City
and to also influence their behaviour around procurement. There is strong political buy-in to
progressing procurementas partofwider strategy.

3.1.2 Step 2 — Develop an Overarching Wider Impact Framework

The second step in measuring the wider impact of Procurement Spend is to develop an overarching
Framework that enables the consideration of measurement to be built into each ofthe stages ofthe
procurementcycle. These Frameworks will be called differentthingsin different contexts —they could
be called Social Value Procurement Frameworks or Environmental Frameworks or Triple Bottom Line
Frameworks. The name is notimportant; however itis importantthatthey outline the types of things
which acity orinstitution wants to achieve through the process of procurement.

A Wider Impact Framework should consist of several sections and should be driven by an overarching
vision —for example, foraborough where everyone has the opportunity to live agood life and benefit
from economic growth’. All the following sections of the Wider Impact Framework are effectively
driven by that vision:

Section 1 of any Framework associated with Procurement Spend Impact Measurement will be a
series of key overarching themes or domains. These should link to the vision and are effectively
key themes related to economic policy or the Sustainable Development Goals. They can often be
quite broad and include words such as economy, employment, equity, education, health, and
environment.

Section 2 will detail aseries of outcomes — these link to the key themes or domains descried above
and are effectively the key issues orthings which a City or Institution wants to address through the
process of Procurement. They will be derived fromlargely national, regional and local strategies and
will include things like:

e Toincreaselevels of sustainable employmentin the Borough;
e Toincreasethe skills levels ofthe population;
e Toreduce health inequalities across the Borough;

e To mitigate the impacts of climate change.

Section 3 will detail a series of indicators or activities. These are effectively a series of activities
which suppliers to the City or Institution could potentially deliver through a procurement process,
exercise and into delivery. They could include activities around, for example: flexible working amongst
supplier workforces; the creation of jobs and apprenticeships; and policies and practices around
green infrastructure. Each indicator or activity willlinkacross and have synergy with the themes and
outcomes described earlier.

Section 4 will detail a series of measures. These are effectively ways in which the performance of
suppliers against each of the indicators and outcomes can be measured both during procurement
exercises and during delivery. In a UK context and as described earlier, the TOMs are an industry

set of measures which are used for this purpose. They are exclusively guantitative in their nature and
require suppliers to provide information about the number of jobs they are going to create or the




amount of carbon they are going to reduce, for example. Each TOMs indicator is accompanied by a

proxy value which enables a City, Institution or Supplier to understand their wider impact. For
example, to value of moving an unemployed person into work in a UK context is valued at £14,701
in terms of savings to the State in welfare benefits.

Section 5 will detail a series of questions which could be asked as part of a procurement exercise in
relation to each indicator and measure as described above. There are often three principles to such
questions. Thefirstis that it enables potential suppliers to detail what they are already doing as an
organisation around aspects of wider impact; for example, ‘What types of activities do you currently
provideto supportunemployed peopleintowork?. The seconditenables potentialsuppliersto detail
what value they will ‘add’ around wider impact directly related to the procurement opportunity; for
example, whattypes of activities willyou provide as part of the contract to supportunemployed people
into work?’. The third is it seeks to identify a quantifiable number of outputs which will be achieved
through the delivery ofthe good, service or works; for example, ‘how many hours will be dedicated
to supportingunemployed peopleinto work as part ofthe contract?

Section 6 will detail suggested means of evaluating responsesto each question. They will include a
blend of qualitative and quantitative approaches and a blend between what a potential supplier is
already doing in relation to aquestion or widerimpact indicator and whatthey would look to deliver
specifically in relation to the contract in question. On the whole, greater emphasis (or weighting) is
often placed on the quantitative approaches and whatthe potential supplier is going to do as part of
the contract. In relation to the example above: 12.5% is a qualitative assessment of what the potenftal
supplier is already doing around supporting the unemployed; 12.5% is a qualitative assessment of
what the potential supplier would undertake as part of the contract around supporting the
unemployed; and 75% is a quantitative assessment of how much time the potential supplier would
spend providing supportto the unemployed as partofthe contract.

Case Study — Darlington and Mid and East Antrim Borough Councils

Both Darlington Borough Council (North East England) and Mid and East Antrim Borough Council
(Northern Ireland) have recently developed and implemented Social Value Procurement Frameworks
utilising the processes described above. They are utilising the Framework on a case by case basis
and deploying different outcomes and indicators for different procurements. The Framework is
important both strategically and politicallyin enabling the Councils to demonstrate the importance of
their procurementfunction and wider challenges they are contributing towards addressing.

Case Study — In Spain, Portugal, Poland, Romania, Greece and Belgium
As part of the URBACT funded Making Spend Matter projectreferred to earlier, six cities across the

EU countries detailed in the title will be creating a Network Wide Social Value Procurement
Framework. This will identify common wider outcomes across each ofthe Cities that they would like
Procurement to contribute towards delivering. This Framework will be the starting point to the
measurement ofthe Wider Impact of such outcomes. it will be completed in May 2020.

3.1.3 Step 3 — Embed Framework in Commissioning

The third step in measuring the wider impact of Procurement Spend is to embed the Wider Impact
Framework as described aboveinto the procurementcycle. The best placeto consider the themes,
outcomes, and indicators is in the commissioning stage which is where the good or service is

designed. This is often undertaken by Departments of a Municipality who will have the technical
expertise as to what the good or service will look like. The type of wider impact soughtin a




procurement exercise will vary significantly by good, service or department — for example the

construction of a new schoolwill have wider impact potential around job creation, for example;
whereas the purchase of stationary will have wider impact potential around the distance the goods
have travelled, for example.

Cities and Institutions therefore have two options when it comes to embedding Wider Impact
Frameworks into commissioning. Thefirstis to undertake a further piece ofwork to produce ageneral
‘Matrix’, which basically maps Department and or goods and services against the outcomes and
indicatorsofthe Framework. The secondis to explore the outcomes on acase by case basis through
dialogue between commissioners and procurement officers when a good or service is being
designed.

Case Study — Pamplona City Council and the Region of Navarra

The City of Pamplona are seeking to embed social and environmental criteria into all of their good
and service design activities. Thisis framed by regional level policy from the Region of Navarra. It
seeks to ensure that commissioners consider social and environmental value as a matter of course
when designing goods and services and writing specifications.

3.1.4 Step 4 — Embed Framework in Tenders

The fourth step in measuring the wider impact of Procurement Spend is to embed the Framework
into tenders and procurementexercises. This can be simply done by adding the relevant questions
fromthe Framework into thetender documentationinrelation to the areas of wider impact which have
been selected forthe good or service during the commissioning stage.

In addition, itis atthis pointthatthe procurement officers willneed to decide upon how they are going
to ‘weight’ wider impact as part of the evaluation of tender responses. Traditionally, responses will
be evaluated on two factors — cost and quality. However, where a Wider Impact Framework is in
place, cities and institutionscan add awider impact weighting. Again, this can be donein two ways.
First, a blanket 10% could be utilised across all procurements or second, the weighting could be
amended on a case by case basis.

Case Study — Manchester City Council

Manchester City Council has been weighting against Social Value since 2012. Originally setat 10%,
the weighting has subsequently increased to 20% and now stands at 30%. This weighting enables
Social Value weightings to compete with those of cost and quality and potentially steer decisions
towards more socially and environmentally responsible suppliers.

Case Study — The City of Koszalin
The City of Koszalin has been seeking to embed non-price criteriainto procurementexercises since

the transposition ofthe EU Directives in 2016. As opposed to purely seeking responses around price
they nowdo the following:

e Fulllife cycle cost-analysis;
o Explorequality considerations inrelationto the nature ofthe good or service;

e Include a growing number of environmental questions including around emissions and
resources;

e Promote both qualitative and quantitative scoringon non-price questions.




3.1.5 Step 5 — Evaluate Tender Responses

The fifth step in measuring the wider impactof Procurement Spend is to evaluate the responses of
individual potential suppliers utilising the means of evaluation described earlier. The approach ©
evaluation will be dependent on the question asked and the mean of evaluation. For example, if a
guestion has been asked with a pass/fail mean of evaluation and a supplier has not met the
requirement around evidencing a sustainable travel policy, for example, they would score 0% and
would nothave subsequentaspects relating to that measure evaluated.

Responses to qualitative questions would be explored in a subjective way, with decision-makers
exploring the scale and breadth of existing training activities for employees, for example, and the
proposed activities as part of the contract. A greater scale and breadth of response would score
higher on the qualitative mean of evaluation, for example.

Responses to quantitative questionswould be scored on ascale basis dependenton the number of
outputs being proposed by suppliers. For example, using a question around training week: 1 point
would be awarded for 6 weeks; 2 points for 12 weeks; 3 points for 18 weeks; 4 points for 24 weeks;
5 points for 30 weeks. All ofthe questions would utilise the above approach to evaluation, with scores
summed to formthe 10% weighting for wider impact.

Case Study — GovernmentofFlanders

The Government of Flanders actively evaluates sustainability criteria during procurement decision-
making. Forexample, in arecenttender for office supplies, 35 ofthe 105 points awarded were around
responses to questions about sustainability.

3.1.6 Step 6 — Deliver, Monitor and Measure

The sixth step in measuring the wider impact of Procurement Spend is the first time Cities and
institutions actually undertake any measurement. There are three elements to this step. Firstly, Cities
and Institutions need embed the wider impact elements suggested by suppliersinto the contracts of
the chosen supplier. For example, ifasupplier has stated they will create 5jobs as partofthe delivery
of a construction project, then this needs to be detailed in the contract.

Secondly, Cities and Institutions then need to monitorand review performance against each indicator
during the delivery of the good or service. So, contract managers need to be in a dialogue with
suppliers as to theirprogress in creating the 5 jobs and gath er accompanying evidence. Thirdly, Cities
and Institutions need to use the evidence gathered to work out the value of the wider impact. For
example in a UK context, if 5 jobs had been created for unemployed people as part of the contract,
they would multiply the number of outputs (5) by the TOMs financial proxydetailed inthe Framework
(£14,701).

Case Study — Finnish National Institute for Health and Welfare, and Cities of Helsinki, Vantaa, Espoo

and Oulu

This Finnish project looked to encourage the creation of jobs for people in disadvantaged labour
market position through the process of public procurement. The aim of the initiative was to develop
an operating model applicable to public procurementthatwould ease disadvantaged labour towards

employment. The implementation of the model relied on supporting measures such as enhanced




cooperation, capacity and knowledge training for participating Finnish cities, employment services

and suppliers.

A strong partofthe projectwas dedicated to the development of a monitoring system helping p ublic
authorities track contract compliances. The monitoring looked at analysing work contracts and pay
slips of workers, focusing on the workers integrated back into work from a vulnerable community
through the procurement process.

Over the life of the project, more than 20 procurement processes were carried out and monitored.
Whilstthis was a success in itself, it was found monitoring activities should also be extended to the
whole-life costof Socially Responsible Public Procurementas there was a lack of proofin the cost-
effectiveness of the scheme. Froma stakeholders’perspective, the project highlighted the difficuity
to match job seekers to companies. Although the initiative introduced a stronger cooperation between
suppliers and public employment services, opportunities of match arise more naturally from within
established networks.

Following the end of the project, participating cities have embedded the innovative principles into
their public procurement strategy. The city of Helsinki also now provides clear information for potential
suppliers on its website explaining the values it seeks to promote through its public procurement

process.




4 Existing Spend Analysis and Wider Impact
Tools

The Spend Analysis Tool and Impact Measurement process described inthe above sections are not
the only available options. This section of the paper describes a series of existing Spend Analysis
and Wider Impact Tools. Each tool follows the same approach with a brief description, followed by
an assessmentofstrengths and weaknesses. Thetools are as follows:

Table 1 Overview of existing spend analysis and widerimpact tools

Type of Tool Name of Tool

Spend Analysis Local Multiplier 3 (LM3)

Spend Analysis Centre for Local Economic Strategies (CLES) Spend Analysis Approach
Spend Analysis Spend Pro

Spend Analysis Municipal Year Book Public Spend

Spend Analysis Atamis

Spend Analysis The Institute for Public Procurement and Spikes Cavell

Spend Analysis SMART by GEP

Spend Analysis Grant Thornton Supply Chain Insights

Wider Impact Tenders Electronic Daily (TED)

Wider Impact Themes Outcomes and Measures Framework (TOMS)

Wider Impact Manchester City Council Toolkit for Suppliers 2017
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4.1 Local Multiplier 3 (LM3)

Local Multiplier 3 (LM3) was developed by the UK based New Economics Foundation (NEF) in 2002.
Its purpose was to enable local authorities and voluntary and community sector organisations
primarily to understand the local economic impact of relatively small-scale regeneration initiatives.
The tool has evolved frombeing excel based to becoming more digital based. LM3 is a ratio -based
methodologywhich explores the extentto which an initiative brings local economic benefitin relaton
to itsinitial funding.

It explores benefitacross 4 levels. First, it explores the extentto which spendwith suppliers through
procurement is with organisations based in a defined local area. Second, it explores the extent to

which spend with direct employees working on the initiative is with people which livein thatdefined
local area. Third, itexplores the extentto which suppliers re-spend back in the defined local economy




upon suppliers and employees of their own. And fourth, it explores the extent to which direct

employees re-spend theirincomes in the defined local economy in shops and upon services.

The outcome of the analysis is a ratio such as 1:64 which means for every Euro spent, 64 Cents
circulates in the defined local economy through spend with suppliers and employees and their
subsequentre-spend.

LM3 has been widely used in the UK with further reading, examples, and platforms detailed below:

e http://nefconsulting.com/wp-content/uploads/2017/05/TheMoneyTrail.pdf

e https://www.nefconsulting.com/wp-content/uploads/2015/09/Case-Study-LM3.pdf

e hitp://www.apse.org.uk/apse/index.cfm/research/current-research-programmej/creating-the-
resilient-local-economies-exploring-econo mic-footprint-of-p ublic-services/creating-the-resilient-
local-economies-exploring -economic-footprint-of-public-services/

e https://www.Im3online.com/

LM3 has a number ofkey strengths:
e ltuses real data and spend as its starting point;

e Itenables the deliverers of projects to gainarobustunderstanding ofthe wider benefitthey are
bring forthelocal economy in whichthe projectis being undertaken;

e Thereisan existing platformthat enables data to be inputted.

LM3 also has a number of weaknesses:

e |tis resourceintensive, particularly around re-spend analysis, which requires significant survey
work with suppliers and direct employees;

e The coreoutcomeisaratio; of more interestis the process and decision -making that wentinto
defining thatratio;

e lItcan provideamisconceptionthatonlylocal spend isimportant;

e ltrequires significantexpertise and timein its implementation and is largely retrospective.

4.2 Centre for Local Economic Strategies (CLES) Spend Analysis Approach

The Centre for Local Economic Strategies (CLES) started using the principles of LM3 as described
above to develop a bespoke Spend Analysis tool in 2007. The tool was largely designed for local
authorities and other ‘anchor institutions’ to understand in more detail their suppliers and supply
chains, together with the benefitprocurementspend broughtacross a number of indicators.

The CLES spend analysis tool looks atthe top 300 suppliers ofalocal authority or anchorinstitution
for a designated financial year and explores procurement spend across four themes. It explores
spend by geography, exploring the extent to which suppliers and spend is within particular local
authority areas orregions —italso breaks spend down by ward boundaries and areas of deprivaton.
It explores spend by industrial sector, exploring the extent to which spend is with suppliers in

particular industrial sectors such as construction. Itexplores spend by type of business, exploring the
extentto which spend iswith Small to Medium Sized Enterprises (SMEs), for example. And it explores
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‘leakage’, procurementspend which is leaking from adefined geographical area, and which can be

potentially influenced.

Further reading, examples and platforms can be viewed here:

o https://www.youtube.com/watch?v=XSGQAkIGeNM

o http://www.cles.org.uk/wp-content/uploads/2011/01/The-power-of-procurement.p df

e https://cles.org.uk/wp-content/uploads/2017/02/The-Power-of-Procurement-IlI-the-policy-and-
practice-of-Manchester-City-Council-10-years-on_web-version.pdf

The CLES Spend Analysis Approach has anumber ofkey strengths:

e ltuses real data and spend as its starting point;

e It can be used to justify and evidence particular political and policy objectives;
e ltis based around an easy to use spreadsheet;

e |tcan enable local authorities and others to challenges the way in which procurementis
undertaken and bring greater benefits to a defined local economy.

The CLES Spend Analysis Approach also has anumber ofweaknesses:
e ltis retrospective;
e Itcan open up arguments around the protectionism oflocal economies;

e ltreliesupon local authorities and other anchor institutionsto provide the required data.

4.3 SpendPro

Spend Pro was developed by the Greater Manchester authorities in the United Kingdomin the late
2000s. It designed to be used by local authorities and other public services such as Police and Fire
and Rescue to track their procurementspend. Spend Pro is a paid for service and is largely focused
upon exploring the geographical location of suppliers (on an administrative invoicing basis) and the
sectors of suppliers. For the latter, Spend Pro is accompanied by its own classification system, which
breaks down the activities of suppliers beyond broad Standard Industrial Classification (SIC)
categories.

Spend Pro is currently used by local authorities and other public sector organisations in the North
West of England. Spend Pro, through adirectlinkage to the MINT Database also enables suppliers
to be categorised by their size, such as Small to Medium Sized Enterprises (SMES).

Further reading can be viewed here:

e https://uk.linkedin.com/in/spend-pro-1291abaa

Spend Pro has a number of key strengths:
e ltuses real data and spend as its starting point;
e ltis based upon alicensing and cloud based systemwhich makes it straightforward to use;

e lts categorisation system provides amorerobustunderstanding of the types ofgoods and
services which are being purchased.

Spend Pro also has a number of weaknesses:
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e The categorisation system does not easily mirror SIC systems of classification which makes
comparison of datadifficult;

e ltcostsmoneyto purchasealicense;

e Administrativeinvoicing postcodes do notalways truly reflect the geographical location in which
agood orserviceis being delivered.

4.4 Municipal Year Book Public Spend

MYB Public Spend was developed by the Municipal Year Book (a magazine for senior management
in Local Government) in 2018. It is designed to enable all local authorities in the UK to understand
their budgets, particularly important in times of budget reduction. The platform is cloud based and
enables users to do three things: first, it enables them to understand the budgets of other local
authorities and what they are spending money on;second, itenables procurementprofessionals to
understand which suppliers bring risk and also best value; and third it enables them to boost their
negotiating power and save money so thatbudgets go further.

The tool has six core features:

e Search and compare;

e Constantly updated content;

e Extrainsights;

e Collaborationwith other councils;

e A shared multi-user resource;

e A personalised dashboard.

Further reading can be viewed here:

e https://www.mybpublicspend.com/

MYB Public Spend has a number ofkey strengths:

e Ithasinformation onsuppliers whichis notavailable through other resources, such as around the
risk associated with them.

MYB Public Spend also has a number of weaknesses:

e ltis unclear fromthe website as to whether other forms of Spend Analysis can be undertaken,
such as geographicaland sectoral analysis;

e It is a paid for service, with a lack of testimonials to date and a lack of real evidence of
comparisons across authorities;

e ltis notclearhowitlinks to procurementpolicy, strategy and practice.

45 Atamis

Atamis is a leading provider of Contract Lifecycle Management (CLM) and Spend Analysis sol utons
in the UK. The software enables those in both public and private sectors to manage procurement

processes, reduce supply-side risk and realise savings.
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Atamis is a paid for service and cloud based, with Atamis 3.0 being a modular application that

supports strategic procurement operations: from planning and e-sourcing through to the management
of contracts and key supplier relationships. The core focus of Atamis is upon efficiency in
procurement.

Atamis SA (also known as ProSpend) provides asecure web-based interface to improve visibility of
procurementspend. Spend data is automatically loaded and classified, and pre-configured reports
and dashboards are automatically generated, with full drill-down capability provided to invoice line-
level data that will easily enable anomalous spend behaviour savings opportunities to be identified.

Further reading can be viewed here:

e  https://www.atamis.co.uk/

Atamis has a number of key strengths:

e Itiscloud based and intelligent, requiring little information apart fromthe input of direct data about
procurement;

e |t seems to collect a range of data about procurement spend and also information about
procurementprocesses;

e Individual users have control overthetype ofdata and information they wish to analyse.

Atamis also has a number of weaknesses:

e Itis apaid forservice;

e It islargely focused upon using procurement to make efficiency savings as opposed to being
strategic;

e As individual users have control over analysis, thereis little scope for robust comparison across
authorities and institutions.

4.6 The Institute for Public Procurementand Spikes Cavell

The Institute for Public Procurementhas been operating in partnership with Spikes Cavell ona Spend
Analysis tool since 2003. Itis linked to the Gershon Review of efficiency savingsin procurement from
the same year, and focuses upon providing public authorities with the tools, data and insight they
need to find savings, become more transparent, drive economic growth, and benchmark their
performance. Thetool has been used in both the UK and the United States of America.

The toolrecognises one ofthe core gapsin spend analysis, which is around incomplete data being
provided by public authorities —this restricts the ability of public authorities to make effective strategic
procurementchoices. The IfPP and Spikes Cavell tool looksto overcome this by rapidly transforming
spend, supplier and contract data into actionable business intelligence regardless of the
completeness, accuracy or fitness for purpose ofthe source.

Further reading can be viewed here:

e hitp://www.nigp.ora/home/find-procurement-resources/tools/spending -management

The IfPP and Spikes Cavell tool has a number of key strengths:

e It has been operating for a long time and hence has a significant catalogue of data and
information;

e ltcollects dataacross arange ofindicators, including geographical and SME analysis.
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The IfPP and Spikes Cavell tool also has a number of weaknesses:

e It is largely focused upon efficiency and economic growth, and therefore does not enable
reflection upon more social and environmental issues to be identified;

e Itis apaidforand commissioned service;

e |t has questions over its current fithess for purpose, in relation to social value legislation and
associated datarequirements.

4.7 SMART by GEP

SMART by GEP® is an American procurementtool, with SMART by GEP its spend analysis function,
with its website describingitas a powerful, expertly engineered procurement software. As a full spend
analysis platform, SMART by GEP cleanses, validates, classifies and reports spend data from all
source systems to provide accurate, actionable information, with granular, item-level visibility across
the enterprise. Thetool appears to be largely focused upon the private sector.

Spend analysis technology in SMART by GEP® helps organisations to understand what they really
spend on, who’s doing the spending and where, and most importantly, if organisations are getting
value for money. The benefits effectively pay for themselves: reduced maverick buying, lower
procurementcosts, improved efficiency, better compliance and higher realised savings

Further reading can be viewed here:

e https://www.smartbygep.com/

SMART by GEP has a number of key strengths:

e |tenables business efficiency in procurementto be understood,;

SMART by GEP also has a number of weaknesses:
e Itis an American based system, with differentapproaches to procurementpolicies and practice;
e ltis notclear whethergeographical andindustrial considerationsare components ofthe model;

e |tis private sector focused rather than public sector.

4.8 Grant Thornton Supply Chain Insights

Part of Grant Thornton's suite of public sectorinsighttools, Supply Ch ain Insights gives procurement
and finance professionals unique insight into local government, NHS, central government and
emergency services spendto assureits supplychainarrangements. Italso provides robust evidence
to supportfindingtheright suppliers atthe right price. For suppliers, it provides an invaluable resource
to access competitive intelligence and formulate market and bid strategies.

It is different to some of the other tools explored in this guide in that it is for both commissioners in
the public sector, and also existing and potential suppliers. Real-time intelligence based on actual
invoices paid, combined with Grant Thomton's assurance and analytic expertise, gives an unrivalled
view on the public sector supply chain (their website perspective). This information is presented
through an intuitive user interface and suite of visualisation tools to provide a rapid and robust

analytical evidence base. It is supplemented by bespoke consultancy services.
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Further reading can be viewed here:

http://supplychaininsights.grantthornton.co.uk/? ga=2.88354201.384138566.1541498540-
1511844935.1541498540

Supply Chain Insights has anumber ofkey strengths:
e Itcomes fromboth a publicand commercial sector perspective;

e |tis web and cloud based.

Supply Chain Insights also has anumber of weaknesses:
e Itappearsoverly focused upon efficiency as a core decision-making factor in procurement;
e ltis apaid for servicewith links to consultancy support.

4.9 Tenders Electronic Daily (TED)

TED (Tenders Electronic Daily) is the online version ofthe 'Supplementto the Official Journal' of the
EU, dedicated to European public procurement. TED publishes 520 thousand procurement notices a
year, including 210 thousand calls for tenders which are worth ap proximately €420 billion.

TED provides free access to business opportunities from the European Union, the European
Economic Area and beyond. Every day, from Tuesday to Saturday, a further 2,000 public
procurementnotices are published on TED. Users can browse, search and sortprocurement notices
by country, region, business sector and more.

Information about every procurement documentis published in the 24 official EU languages. All
notices fromthe EU's institutions are published in full in these languages

Further reading can be viewed here:

https://ted.europa.eu/TED/main/HomePage.do

Tenders Electronic Daily has anumber of key strengths:

e It provides a comprehensive knowledge base of contracts which are being procured across
Europe;

e |tprovidesageographical and sectoral understanding of who is buying goodsand services;
e Itoperates on an electronic platform basis which makes iteasy in theory for SMEs to bid.
Supply Chain Insights also has anumber of weaknesses:

e It is focused upon advertising opportunities and does not necessarily identify the types of
organisations whichwin tender, northeir geography or sector;

e Itonly provides opportunities above the OJEU thresholds.

4.10 Themes Outcomes and Measures (TOMs) Framework

The Themes Outcomes and Measures (TOMs) Framework was developed by the National Social
Value Taskforce (in the UK), anetwork of (currently) 35 organisations. Its aimis to provide a minimum
reporting standard for measuring social value. It aims to provide an easy to use solution which

enables social value to be morewidely adopted across all sectors and organisations.
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The TOMs Framework also has aset of "proxy values" that allow users to measure the financial scale

and breadth of impact any measure will make. It also enables procuring organisations to compare
tenders in a way that is proportional and relevant to the bid and to better justify a procurement
decision.

The Framework looks to go beyond measuring what has been delivered but also deliver the change
that organisationswantto see. Therefore, each outcome and measure has been developedto reflect
aneed and to encourage businesses to become involved in supporting fulfilment of that need.

TOMs has been designed around 5 Themes (the overarching strategic themes that an organisation
is looking to pursue); 18 Outcomes (the objectives or goals that an organisationis looking to achieve
that will contribute to the theme) and 35 Measures (action based activities that a supplier could
completeto supportaparticular outcome).

Further reading can be found here - http:/socialvalueportal.com/national-toms/

The National TOMs Framework has a number ofkey strengths:
e lItprovidesaconsistentapproachto measuring and reporting social value;
e lItprovides arobust, transparentand defensible solution for assessing and awardingtenders;

e ltallows organisations to compare their own performance by sector and industry benchmarks and
understand whatgoodlooks like;

e |t reducesthe uncertainty surrounding social value measurement for businesses, allowing them
to make informed decisions based on robust quantitative assessments and embed social value
into their corporate strategies;

e Itis anational freeto use tool;

e ltis updated annually.

The TOMs Framework has a number ofkey weaknesses:

e |tonlycoversthe measures that are common to mostparties and does notcover all sectors

e The proxy values have only been developed and validated to a relatively limited extent because
these will be reviewed on an annual basis;

e It can seem quite daunting to an organisation starting out on the journey of embedding social
value into their organisation;

e Appropriateness ofthresholds to whichthe TOMs Framework is applied.

4.11 Manchester City Council Social Value Toolkit for Suppliers 2017
The Manchester City Council Social Value Toolkitfor Suppliers documentoutlines whatthe Council
is seeking to achieve for Manchester’s residents and neighbourhoods through Social Value.

The toolkit provides guidance, information and contact details as a support to suppliers when
considering their “offer” and delivery of social value when engaging in a Manchester procurement

tenders and the successful award ofa contract.



http://socialvalueportal.com/national-toms/

Thetoolkitsets outthe “Manchester Strategy”, along with various other policies, and also details the

Social Value Framework objectives (along with suggested examples) which suppliers can contribute
to.

The toolkit also informs suppliers of the weighting applied to social value criteria in Manchester’s
tenders. Previously this was 20%, it has recently been raised to 30%.

The Social Value Toolkitcan bedownloaded here:
https://www.manchester.gov.uk/downloads/download/6648/social_value toolkit

The Manchester City Council Social Value Toolkitfor Suppliers2017 has a number ofkey strengths:

e ltis clearly linked to Manchester City Council's wider priorities and objectives;
e Itshowstheimportancethatthe Council places on Social Value in procurement;
e |tis short, clearly laid outand easy to follow;

e |t provides alist of useful contacts suppliers can consult when putting together their bids and
considering social value.

The toolkithas akey weakness:

e The level of social value required when tendering may be off-putting to new entrants to
procurement/smaller suppliers.

4.12 Lancashire Enterprise Partnership Social Value Toolkit

The Lancashire Enterprise Partnership Social Value Toolkit aims to maximise the social value (or
social benefit) available through the procurement and commissioning of Lancashire Enterprise
Partnership (LEP) programmes. Its aim is to ensure that public money delivers better outcomes, be
they social, environmental or economic.

The toolkit is designed to encourage project applicants to consider social value d uring project
planning stage and ensure that every opportunity istaken to deliver onthose outcomes during project
delivery, in particular as partof their procurement activities.

The toolkit, much like the Manchester City Council one, provides practical guidance, aframework of
indicative activities, some good practice case studies and signposts project applicants to potental
sources of support.

Further details of the Toolkitcan be found here: http://www.lancashirelep.co.uk/lep-priorities/growth-

deal/social-value.aspx

The LEP Social Value Toolkithas anumber of key strengths:
e ltensures thatopportunities for social value are integrated into projects;

e |ltis clearly linked to the LEP’s Lancashire Skills and Employment Strategic Framework and is
simpleto use;

e ltrecognisesthatno “one sizefits all” and allows for a tailored approach.

The LEP Social Value Toolkithas anumber of key weaknesses:
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e |Itis focused solely on employmentand skillsand does notinclude environmental aspects;

e It is quantitative (numerically based) and does not allow for the measurement of qualitative
outcomes.

(It should be noted thatthis Toolkitis currently being reviewed).

4.12.1 New Economics Foundation (NEF) Consulting — Prove and Improve Toolkits

NEF Consulting have pulled together alarge number oftoolsand resources to measure impact which
are available on their website. The purpose ofthesetoolsisto enable organisations to develop and
understanding of value for money that includes social and environmental outcomes alongside the
economic costs and benefits; integrate social, economic and environmental measurement into their
culture to support the long term sustainability of their activities and investments; and help
organisations to prove the value and improve the effectiveness of what they do.

Thesetools are primarily aimed at social enterprises, charities and other mission-driven organisations
and projects. However, it could also be used by public sector organisations to assist them when
considering how to measure and monitor impact. Alongside the toolkits, NEF offer training courses
which can be tailored to individual organisational needs.

More information on measuring impact and the NEF platform can be found here:
https://www.nefconsulting.com/our-services/evaluation-impact-assessment/prove-and-improve-

toolkits/

The key strengths ofthe Toolkits are:
e Theinformation on the website and the toolkits are free to use;

e They are useful for potential suppliers (particularly social/ voluntary sector organisations) as well
as organisations generally to understand how to measure impact.

The key weaknesses of the Toolkits are:
e Theyare notpublic procurementspecific;

e Thereis alotofinformation available and it can be time consuming to work through to find the
relevantand appropriate information;

e Bespokesupportis available but chargeable.
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5 Conclusion and Recommendations

This Guide has soughtto primarily do two things. First, ithas soughtto introduce a methodology for
Cities and otherinstitutions wishing to undertake Spend Analysis, and has in particular detailed the
types ofdata thatneeds to be collected and howitcan be analysed. Second, ithas soughtto provide
advice as to the steps Cities and other institutions need to go through to measure the Wider Impact
of procurementand its contributionto economic, social and environmental outcomes. We conclude
the Guide with three key recommendations.

1. The Spend Analysis Methodology and Tool should be rolled out across a wider range of Cities
during the URBACT Transfer Network Sharing Period from June 2020;

2. Cities, utilisingthe EU Urban Agenda as the frame, should be encouraged to create Wider Impact
Procurement Frameworks — shaped by their own Priorities;

3. The Guide should be hosted and promoted through various sources including: Preston City
Council, CLES, URBACT, Urban Agenda, and the Commission.




