793 Lessons from experiences of public procurement

793.1 Be Innovative and mark out a niche

Hugh Morgan-Williams attributes Canford's success in winning public
contracts to the fact that it offers innovative technology that is currently
unrivalled in the market place and so has established itself as virtually a
sole supplier of equipment, with almost 90% market penetration: “we’ein
a niche that nobody else is involved in”. He cites the example of recording
technology used by the police, which has never been successfully
challenged by a competitor, and therefore almost every police station
carries Canford equipment.

The business continues to offer innovative solutions. Hugh notes that the
company is currently developing new technology to replace the existing
methods, and is well-positioned at the forefront of the tenders because
of its unique place in the current supply chain. The new technology will
offer advantages over competitors’ less innovative solutions because it
functions remotely, so for procurers there will be “a huge improvement in
work-flow and cost effectiveness’”.

7.9.3.2 Drive high service levels and be prepared to solve clients’
problems

As a niche player, it is critical for Canford to provide high levels of service
for their clients, and not be entirely driven by cost considerations — “we
pride ourselves on service levels." It provides ongoing maintenance on
contracts which, whilst having a high financial value to the company,
provides significant logistical challenges. For example, a 4-hour fault
response time with a client in London requires a significant commitment
of resources from the North East-based company. Whilst this commitment
does present a risk to the company, it is crucial to have it in place in order
to win the contract, and“it’s a risk which, in this case, paid off".

794 Barriers to public procurement

7941 Varied pre-qualification procedures impact upon SME
resources

As Canford works with a broad range of organisations, it has found that
each department has different pre-qualification procedures, before
reaching bid stage. For SMEs particularly this process is time-consuming
and costly. 8% of the contract value of one recent successful bid was
taken up by the cost associated with tendering, whereas larger companies
are more able to absorb these costs into their central overheads. Hugh

proposes that there ought to be a cross-agency standard PQQ:

“...for me to ask for a standard pre-quali cation criteria it's not a
daft ask. Because the amount of time that we spend on lling in
pre-tender forms is quite considerable”

7942 Procurers need to increase the sophistication of their
financial understanding

Hugh also feels that more sophistication in the financial assessment of
companies is necessary, as currently if a company's balance sheet falls
below a million they will only be awarded contracts up to a certain value.

“We have had improvements saying that you don’'t have to submit
3years accounts and all that kind of stu  but it tends to be only
for the lower value contracts”.

Better financial knowledge amongst procurement professionals would
encourage a more accurate determination of a company’s capacity to
deliver on contracts rather the current red line situation. He says “thereisa
lack of training for people involved in procurement”and that some education
of the commissioners in this area would significantly help.

795 Other lessons

795.1 Feedback on unsuccessful tenders is variable

With such variation in tendering processes, there is also a wide variability
in the level of feedback received after unsuccessful tenders. Canford’s
experience with some departments has been positive:

“...probably if we were a runner up or something like that...we
would get good quality feedback because they would see it as
important to promote competition so that if we wanted to bid
again we would be able to sharpen our pencils, as it were”

He offers one particular example where the client gave specific feedback
on an element of the tender that they felt uncomfortable with, which
has allowed the company to reassess this aspect for future bids and
consequently be successful.

However, Hugh often feels that the rudimentary feedback given does
not help the company to improve, and more specific feedback would be
more useful.

“..we want to know where we were too expensive. And quite

often some things were actually cheaper and we would like to
know on which lines or on which services we fell down.”
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Appendices

9.1 FreshMinds survey of SMEs: respondent
profile

’

The majority of respondents were in the EU ‘Micro business
category

As seen in Figure 32, 79% of businesses surveyed had between less than
ten employees, while 17% had between 10 and 49 employees. When
asked about their estimated current annual turnover (Figure 33), 89% of
respondents reported that this was less than £1.6 million.

Respondents were predominantly from the services sectors

19% of respondents came from the professional services sector, while
15% were in the consultancy sector and 10% said they worked in ICT. It is
interesting that another 10% of respondents say that their business is in
the construction sector.

Figure 32:“How many people does your business employ?”
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A third of the respondents would describe their product as
innovative

Figure 45. 33% of respondents felt that their product or service was
innovative, with 4 out of 5 of respondents in the defence sector, 57% of
those in the ICT and 45% in consultancy saying that they would describe
their product or service as innovative, while only 15% of those in the
Construction sector described their product as innovative.

41% of the respondents conducted the majority of their business in the
South East. In addition 18% said that they operate over the whole of the
UK and 9% over the whole of England.

These results are fairly consistent with the BERR/ONS 2007 SME Statistics.
These reported that 11% of SMEs are in the East of England and 16%

in London and 16% in the South East - a total of 43% in the southern
and eastern regions. The question in this survey asked the respondents

Figure 33: What do you estimate your current year’s turnover will be?
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Figure 34: In which sector does your business operate?
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Figure 35: Would you describe the product or service that you provide as innovative?

Don’t Know /
Can't Say 6%

Yes 33%

No 61%
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Figure 36: Where is the majority of your business generated?
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where the majority of their business was generated. It is likely that in

most cases respondents would have chosen a wider region than where
there company was actually based (hence 18% of respondents said that
they operated over the whole of the UK). The total of the southern and
eastern regions for this survey is 49% which is comparable to the result

from BERR.

63% of respondent businesses were over five years old.
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The majority of SMEs are growing at growing at a steady rate

45% of respondents reported that their turnover in the last 5 years had
increased annually between 0-25%. A further 17% reported increases of
25-49%.

81% of respondents were invited to take part in the survey by the
Federation of Small Businesses.



Figure 37: How old is your business?
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Figure 38: What has been the approximate yearly increase in your
business’ turnover, in the past five years?
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Figure 39: Were you invited to take part by any of the following
organisations?
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