


Public Procurement Practice

STRATEGIC PROCUREMENT PLANNING

STANDARD

Public procurement should understand its purpose in relation to the
organization and constituency that it serves.  The purpose should be
clearly stated, in written format, through the development of a Mission,
Vision, and Values statement  that is specific to the procurement
function (See: Values & Guiding Principles).1

Procurement should then develop a strategic plan that aligns goals and
objectives in accordance with the Mission, Vision and Values, while
fulfilling the obligation to meet the needs of the organization and the
public.  The plan should be reviewed and/ or updated annually. 

Definition

Strategic planning is the process of creating alignment and consistency
of action that results in documents that establish the long-range
objectives and overall strategy or course of action by which an
organization fulfills its mission. 

Strategic Procurement Planning (SP2) is the transformation of an
organization’s mission, goals, and objectives into measurable activities
to be used to plan, budget, and manage the procurement function
within the organization.  The ultimate goal is to bring about positive
change in organizational culture, systems, and operational processes.2

Element 1.1:  

Mission Statement: Strategic procurement planning should begin with a Mission Statement.
The Mission Statement should be:

n Specific to the procurement entity’s purpose and role within the organization
n A short statement of the reasons for the existence of the procurement entity3 which

should reflect the Values of Public Procurement.4

Element 1.2: 

Vision Statement: Strategic procurement planning should include a Vision Statement.  
The Vision Statement should:

n Identify where the organization wants to be in the future.
n Develop possible improvement paths that may be linked to the goals.
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Public Procurement Practice

STRATEGIC PROCUREMENT PLANNING (cont.)

Element 1.3:  
Setting Goals: Strategic procurement planning should have clearly defined goals.  The goals
for public procurement will vary based on external and internal factors, and will change over
time; thereby requiring constant monitoring, review, and revision as needed.  At a minimum
goals should be:

n Aligned with the goals of the organization that the procurement entity serves.
n Prioritized and aligned with the procurement entity’s Vision, Mission, and Values.
n Expressed in a communication medium (i.e. written or electronic) that is available to

applicable stakeholders.
n Prioritized and aligned to meet the expressed needs of the community, key stakeholders,

and government.
n Designed proactively with the involvement of all levels and units of government5

n Referenced  when making resource allocation decisions.  
n Specific enough to define the necessary outcome, avoiding ambiguous language, so that

the goal is easily clearly communicated, and makes sense to those inside and outside of
the procurement organization.

Element 1.4:  
Establishing Objectives: Once goals are prioritized, clear objectives should be established to
aid in the attainment of the goal; considering all external and internal factors.6 Objectives
should:7

n Result in the attainment of the goal upon completion.
n Be assigned to an individual or group for action.
n Have clearly defined time frames for accomplishment.
n Be measurable.
n Be tracked to monitor progress. (See Standard of Practice: Performance Management)
n Be specific.
n Be relevant.
n Be ambitious but achievable.

Background

The strategic planning process for procurement is divided into two
parts. The first part is developing the strategic plan which allows the
procurement department to align goals, programs, activities, and
resources with the mission of the organization.  The second part allows
procurement to determine how it is going to accomplish the elements
set forth in the strategic plan (See Standard of Practice: Performance
Management).  Ultimately, the goal of strategic procurement planning
is to effectuate positive change in organizational culture, systems, and
operational processes.

Without a strategic planning process, there will be miscorrelation
between the procurement department’s functions and the overarching
needs of the organization.
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1 The Values & Guiding Principles should be considered when creating the procurement entity’s Value Statement. The Values Statement
should define standards of behavior and reflect what the organization believes in.

2 National Institute of Governmental Purchasing, Inc. (2010). Public procurement dictionary of terms. Herndon, VA: NIGP. 
3 National Institute of Governmental Purchasing, Inc. (2010). Public procurement dictionary of terms. Herndon, VA: NIGP. 
4 National Institute of Governmental Purchasing, Inc. (2010). Values and guiding principles of public procurement. Herndon, VA: NIGP
5 Government Finance Officers Association. (2000). Best practices in public budgeting: Practice 3.1. Retrieved from

http://www.gfoa.org/services/nacslb/
6 Government Finance Officers Association. (2000). Best practices in public budgeting: Monitor, measure, and evaluate external factors.

(Practice 11.4). Retrieved from http://www.gfoa.org/services/nacslb/
7 Doran, G. T. (1981).  There's a S.M.A.R.T. way to write management's goals and objectives. Management Review, 70 (11), 35-36.



Public Procurement Practice

PERFORMANCE MEASUREMENT

STANDARD
Procurement should have a performance measurement system that
assesses progress towards achievement of the strategic plan. 

Definition

Performance measurement is the process by which procurement
establishes criteria, based on strategic planning goals, for determining
the results and quality of its activities.  It involves creating a simple,
effective system for determining whether procurement is meeting its
objectives.

Element 1.1: Methods Used in Performance Measurement 

Methods used to measure performance should be designed to motivate staff at all levels to
contribute to organizational improvement.1 The following are examples of methods that
may be used to measure procurement performance:2

n Performance reviews to share performance measures that identify accomplishments and
areas for improvement.

n Regular staff meetings to share performance measures and progress.
n Benchmarking.
n Performance indicators (See Standard of Practice: Performance Metrics).
n Performance targets (See Standards of Practice: Performance Metrics).
n Quality management tools (i.e. checklists, progress charts, graphs).

Element 1.2: Planning Performance Measures

In order for procurement managers to know “what” they are measuring, accurate 
planning must be completed before the process of developing the performance metrics  
(See Standards: Strategic Planning and Performance Metrics).  To accomplish this:   

n Obtain input from key stakeholders (those to whom performance will be reported).
n Ensure that measures are simple and relevant to the intended audience (e.g. public,

stakeholders, elected officials).
n Ensure that measures are specific, consistently applied, and within the control of the

procurement function.
n Identify any dependencies among other functions or departments that will be related to

the measures.
n Define a specific time period for reporting measures that is directly related to the

attainment of goals and objectives in the strategic plan (e.g. 6 months, 1 year).
n Utilize measures in the decision-making process, that support informed decision making

and lead to appropriate action (See Standard: Performance Management).
n The measures should represent a balance of the types of measures critical to achieving

the specific objective and goals.3 (See Element 1.3: Levels to be Assessed Using Performance
Metrics and Element 1.4: Areas to be Assessed Using Performance Measurement). Pe
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Public Procurement Practice

PERFORMANCE MEASUREMENT (Cont’d)

Element 1.3: Levels to be Assessed Using Performance Measurement 
The performance measurement process may be used at various levels throughout
procurement to assess progress towards the completion of the strategic plan.  Measures
should address:

n Individual performance
n Group performance 
n Organizational performance
n Supplier performance

Element 1.4: Areas to be Assessed Using Performance Measurement 
It is important to measure a variety of areas to ensure that goals are being met effectively and
efficiently, while upholding the Values & Guiding Principles (See Standard: Performance
Metrics).  Measurement of these activities will also help to identify deficiencies and
opportunities for improvement (See Standard: Performance Management).

n Customer satisfaction (internal and external)
n Timeliness (i.e. time in process against agreed upon times)
n Quality (i.e. number of errors, number of change orders)
n Effectiveness (i.e. savings) (See Standard: Performance Metrics)
n Efficiency (i.e. cost of operations) (See Standard: Performance Metrics)

Background

The Performance Measurement System is part of the Performance
Management Program (See Standard of Practice: Performance
Management) and is based on metrics (See Standard of Practice:
Performance Metrics) that are tied to the goals and objectives
established in the strategic plan (See Standard of Practice: Strategic
Procurement Planning). Linking the review portion of the Performance
Management Program to established metrics based on the goals and
objectives, will ensure that progress is measured and managed  against
the strategic plan.4
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1 Government Finance Officers Association. (2007). Best practices in performance measurement: Developing performance measures. 
Lexington, KY: NSAA.

2 McCue, C. P. and Johnson, B. R.  (2010). Strategic procurement planning in the public sector. Herndon, VA: NIGP
3 National State Auditors Association. (2004). Best practices in performance measurement: Developing performance measures. 

Lexington, KY: NSAA.
4 McCue, C. P. and Johnson, B. R.  (2010). Strategic procurement planning in the public sector. Herndon, VA: NIGP
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PERFORMANCE MANAGEMENT

STANDARD
Public procurement organizations should develop a performance
management program  that allows for a continuous cycle of
improvement and added value (See Figure 1).  The performance
management program should be integrated across the procurement
organization, individual, and supplier levels.1

Definition

Performance management is an ongoing, systematic approach to
improving results through evidence-based decision making, continuous
organizational learning, and a focus on accountability for performance.
Performance management is integrated into all aspects of an
organization’s management and policy-making processes, aligning an
organization’s practices so it is focused on achieving improved results
for the public.2

Element 1.1:  Strategic Planning:  

A sound performance management program begins with clearly defined goals and objectives
(See Standard of Practice: Strategic Planning).  Initially, strategic planning is the “design” phase
of the performance management program.  However, as the cycle3 repeats, this step should
act as a “revision” phase, in which the process and components are revised to improve
opportunity for learning, accountability, and results (See Figure 1).

In addition, plans for monitoring progress and establishment of accountability should also be
developed in the planning phase of the performance management program.  In preparation
for the monitoring phase the following should occur:

n Establish who, within the procurement department, will be responsible for monitoring
progress. This may vary based on the level at which implementation occurs, but should
include key decision makers.

n Establish time frames for reporting collected data. (See Standard of Practice 1: 
Strategic Planning)

n Establish what will be measured to monitor progress and how data will be collected.

Element 1.2:  Implementation: 

During this phase of the performance management program, regardless of the level (i.e.
department, individual, supplier) at which implementation occurs, performance should be
measured  against the established goals and objectives (See Standards of Practice: 
Performance Measurement and Strategic Planning).  
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Public Procurement Practice

PERFORMANCE MANAGEMENT (cont.)

Element 1.3: Monitoring Progress:  
Progress should be monitored to ensure that goals and objectives are being achieved in the
most efficient and effective manner.  This should be done by:

n Collecting the data (See Standard: Performance Measurement)
n Preparing the reports
n Delivering reports to the individual responsible for monitoring progress 
n Evaluating the reported measures to identify any explanatory information4 or quality

indicators5 as they relate to the attainment of goals and objectives established in the
Strategic Plan. (See Standards: Strategic Planning and  Performance Measurement)

n Sharing performance measurement reports with customers, stakeholders and other groups6

Element 1.4: Identifying Opportunities for Improvement:  
Identifying opportunities for improvement is critical to improving procurement
performance.  This should be done by:

n Evaluating reports to identify areas for performance improvement. 
n Correcting deviation from established objectives and goals. 
n Noting the successful attainment of goals and objectives.
n Planning to increase effectiveness and efficiency in the next cycle by supporting the

establishment of new goals and objectives, and/or re-prioritizing opportunities for
improvement that were identified (See Figure 1).7

Background

A performance management program begins with planning, followed
by implementation, monitored progress, and identification of
opportunities for improvement (See Practice: Strategic Procurement
Planning).

A sound performance management program will assist the procurement
organization in meeting both internal and external strategic plan goals
and objectives.  Furthermore, a performance management program will
help the procurement department to demonstrate its value to all
stakeholders, in terms of verified improvements and accomplishments.
When done properly, the performance management program will
continuously improve the effectiveness and efficiency of procurement;
thereby improving service to the public and stakeholders.8
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t1 Perez, T. and Rushing, R. (2007). The Citistat Model: How data driven government can increase efficiency and effectiveness. Center for Amer-
ican Progress. [Online] Available: http://www.americanprogress.org/issues/2007/04/citistat.html   “…there must be oversight and coordi-
nation to ensure that data collection is complete and consistent from department to department.” 

2 PM Commission. (2010).  A performance management framework for state and local government: From measurement and reporting to man-
agement and improving. Chicago, IL: National Performance Management Commission.

3 Adapted from Shewhart, W. (1939). Statistical method from the viewpoint of quality control. Washington: Graduate School Department of
Agriculture. “ W. Edwards Deming later adapted the Shewhart Cycle and in the 1950's recommended that business processes be placed in a
continuous feedback loop so that managers could identify and change the parts of the process that needed improvement. As a teacher,
Deming created a diagram to illustrate this continuous process, commonly known as the PDCA cycle for Plan, Do, Check, Act” (Averson,
2010).  Elements of this Standard follow the Shewhart/ W. Edwards Deming PDCA Cycle model.

4 Explanatory information can explain the environment and other factors that might affect an organization’s performance.  This information
may give a more complete understanding of the reported measures and identify variables that affect performance” (NSAA, 2004, p. 6).  

5 Progress and results should be made to be publically visible via an electronic or printed source (i.e. on a website or printed on a poster in
the office waiting area).  The publicity helps to continually drive results, and increases accountability and transparency.  

6 A quality indicator shows the effectiveness in meeting the expectations of customers, stakeholders, and other groups.  Quality indicators
show the quality of the services delivered” (NSAA, 2004, p. 6).

7 McCue, C. P. and Johnson, B. R. (2010) Strategic procurement planning in the public sector. Herndon, VA: NIGP. 
“Successful attainment of lower level strategies would be necessary before higher-level strategies could be enacted”.

8 Op.Cit..
9 Based on W. Edwards Deming’s PDCA Cycle.  Deming, E. (1982). Out of the crisis. (9th ed.). MA: MIT Press. Averson, P. 1998. The Deming

Cycle. An article about the Deming cycle. Accessed on 1 November 2009. http://www.balancedscorecard.org/BSCResources/Arti-
clesWhitePapers/TheDemingCycle/tabid/112/Default.aspx

Figure 1:  The Performance Management Cycle9
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PERFORMANCE METRICS

STANDARD
A standard set of metrics that are aligned with strategic goals should be
developed and regularly measured by all units within the procurement function.1

Definition

Performance Metrics is the term given to the measurement of
performance. An analytical application of measurements that allows
comparison of performance standards.2

Element 1.1: Types of Metrics3

Input Metric
n Inputs are resources used.  They include labor, materials, equipment, and supplies.4

n Demand for services may also be considered an input indicator.5

Output Metric
n Outputs are the recording of activity or effort that can be expressed in a quantitative or

qualitative manner (e.g. total number of new contracts, total number of  employees who
obtained professional certification, total spend).

Outcome Metric
n Outcomes are an assessment of the results of an activity and show whether expected

results were achieved.6 (e.g. customer service, improved performance of supplier,
employee retention).

Efficiency Metric
n Efficiency measures are a ratio representing inputs to outputs or outcomes (e.g.

turnaround time per purchase order processed, average administrative cost per contract,
percentage of small business contracts as a percentage of total contracts issued).7

Explanatory Information 
n Explanatory information should identify internal or external variables that affect

performance. (e.g. staff workload, vendor performance).

Element 1.2: Using Metrics with Targets

Setting performance targets helps to establish an expectation to measure against.  Targets will
vary depending on established goals and objectives (See Standard of Practice: Strategic Planning),
however, quality metrics will allow for the collection of meaningful data for trending and analysis
of rate-of-change over time (See Standard of Practice: Performance Management).

1.2 (a) Trending against known standards
n The standards may come from either internal or external sources and may include

benchmarks and/ or comparing service levels.
n When trending against comparable data, care must be given to ensure that metrics and the

measurement system that are used are the same as those used to establish the comparable
and/ or benchmark. (e.g. organizations of similar size, same start time for measuring
turnaround times, same survey questions used in regard to customer satisfaction, etc.).
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Public Procurement Practice

PERFORMANCE METRICS (cont.)

1.2 (b) Trending with standards to be established
n Usually this type of metric is used in conjunction with establishing a baseline.

1.2 (c) Milestones achieved
n A Yes/ No metric, usually used in start-up cases when trends, baselines, and targets are

not yet established.  Because there is not a valid calibration of the level of performance
for this type of measure it should be used sparingly.8

Element 1.3: Recommended Metrics9
The decision regarding which metrics to use will vary by organizational goals and objectives.
It is recommended that, at a minimum, procurement should track the following metrics:

I. Cost savings/ cost avoidance10

a. Realized/ implemented savings as a percent of identified savings
b. Level of savings due to new contract/supplier arrangements or purchasing initiatives
c. Value of negotiated additional benefits
d. Cost reduction due to using alternative goods or services
e. Value of improved warranties
f. Reduced stock holdings and improved payment terms
g. Savings due to improved waste management
h. Reduction in demand for a good or service (i.e. use of capacity metrics)
i. Percent of spend under management
j. Refunds, credit, and/or rebate payments made by vendors as a result of a savings 

project (e.g. pCard rebate programs)11

II. Supplier and industry development
a. Potential local suppliers identified
b. Number of new sources of particular goods and services
c. Number of firms involved in local supplier development programs

III. Supplier performance
a. Include a range of cost targets
b. Gauge whether contract requirements, service, and quality requirements are being 

met through the use of a consistently applied evaluation procedure

IV. Efficiency of internal procurement systems and processes
a. Volume of procurement spend transacted electronically or through other transaction 

methods like pCards
b. Volume of transactions transacted through aggregated or standing-offer arrangements
c. Reduction in transaction and inventory management costs and distribution costs
d. Internal customer satisfaction with delegation of purchasing processes and 

service levels12

e. Response time between requisition submission and purchase order placement
f. Procurement cycle time from the beginning of a sourcing process to the time that a 

contract is executed
g. Simplicity, convenience, and effectiveness of procurement decision making and 

authority lines, systems, and processes
h. Procurement operating costs as a percentage of managed spend

V. Procurement professional development and employee retention
a. Number of full time employees with a professional certification (e.g. CPPO, CPPB)
b. Number of employees in management that hold a professional certification (e.g. 

CPPO, CPPB)
c. Amount of spending per full time employee for professional development and 

training (e.g. training classes for CEU’s, enrollment in a college degree program)
d. Average number of hours per full time employee spent on professional development 

and training
e. Total number of employees retained year-on-year
f. Total number of new employees as a percentage of total employees
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Public Procurement Practice

PERFORMANCE METRICS (cont.)

Element 1.4 Evaluating Metrics13

Evaluate each metric by determining the following:
n Is it meaningful?14

n Is it relevant?
n Is it focused on customer needs and demands?
n Is the data used for the metric accurate and reliable?
n Is it simple enough to be understood?
n Is it cost effective to collect and report the data?15

n Can the data be compared over time?
n Have those who are responsible for the performance being measured been fully involved

in the development of this metric?16

Background

Appropriate performance metrics are critical to a performance
measurement system (See Standard of Practice:  Performance
Measurement).  Because performance metrics affect the performance
measurement system, they will also affect performance management
(See Standard of Practice: Performance Management).

Appropriate metrics need to be aligned with overarching organizational
goals.  Consideration should be given to collaboratively involving the
individual(s) who will be responsible for decision making and
performance management, when developing the metric.
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1 Adapted from  McClelland, J. (2006). Review of public procurement in Scotland: Report & recommendations. Edinburgh: Crown.
2 NIGP. (2011). NIGP online dictionary. Metric. Retrieved from http://www.nigp.org/eweb/docs/education/OnlineDict/DictM.htm
3 These distinctions in metrics are also commonly made in scorecard implementations that measure “internal process”, along with financial,

customer, and employee learning and growth perspectives.  See Niven, P. (2008). Balanced scorecard: Step-by-step for government and
non-profit agencies (2nd ed.). New York, NY: Wiley.

4 Adapted from NSAA. (2004). Best practices in performance measurement: Developing performance measures. Lexington, KY: NSAA.
5 NSAA. (2004). Best practices in performance measurement: Developing performance measures. Lexington, KY: NSAA 
6 For information see NSAA. (2004). Best practices in performance measurement: Developing performance measures. Lexington, KY: NSAA.

Also see McCue, C. P. & Johnson, B. R. (2010). Strategic Procurement Planning in the public sector.
7 McCue, C. P. & Johnson, B. R. (2011). Strategic procurement planning in the public sector. Herndon, VA: NIGP 
8 Adapted from, Oak Ridge (2005). University of California approach: Developing performance metrics. Retrieved on February 8, 2011 from

www.orau.go/pbm/documents/overview/c.html
9 Adapted from, McCue, C., Johnson, B. (2011). Strategic procurement planning in the public sector. Herndon, VA: NIGP
10 NIGP. (2010. Public procurement dictionary of terms. Herndon, VA: NIGP. Cost Avoidance: Those costs, both direct and indirect, that will be

avoided if a certain action is taken by the government. Usually identified by a cost-benefit study.
11 NASPO. (2007). Benchmarking cost savings and cost avoidance. Lexington, KY: NASPO
12 Hubbard, D. W., (2010). The ultimate measurement instrument: Human judges. In How to measure anything: Finding the value of “intangi-

bles” in business (pp. 221-251). Hoboken, NJ: Wiley & Sons, Inc.
13 Adapted from, Oak Ridge (2005). University of California approach: Developing performance metrics. Retrieved on February 8, 2011 from

www.orau.go/pbm/documents/overview/c.html
14 See Teague (2005) Op. cit.
15 Scholtes, P., Joiner, B., & Streibel, B. (2003). Collect meaningful data. In The TEAM handbook (3rd ed.) (pp. 5-31 to 5-33). Madison, WI: Oriel
16 A measurement system should be designed to support the individual buyer or the buying team in doing a better job.  Correspondingly, these

individuals should participate in designing the system and in establishing the standards that affect them and their work” (p. 689). See
Dobler, D.W., & Burt, D.N. (1996). Purchasing and supply management. (6th ed.). New York: McGraw Hill.
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USE OF COOPERATIVE CONTRACTS 
FOR PUBLIC PROCUREMENT

STANDARD

After conducting extensive due diligence and market research, public
procurement should, where permissible by law or regulation, consider
the use of cooperative contracts, in order to lower prices, lower
administrative costs, increase competition, and obtain more favorable
terms and conditions.  When using cooperative contracts attention
should be given to ensuring legal compliance, open competition, and
effective/ efficient use of time and resources.

Definition

Cooperative Procurement is a term that refers to the combining of
requirements of two or more public procurement entities1 to leverage
the benefits of volume purchases, delivery and supply chain
advantages, best practices, and  the reduction of administrative time
and expenses.

Cooperative procurement efforts may result in contracts that other
entities may “piggyback”. 

Piggyback (Piggyback Cooperatives) is a form of intergovernmental
cooperative purchasing in which an entity will be extended the same
pricing and terms of a contract entered into by another entity. Generally
the originating entity will competitively award a contract that will
include language allowing for other entities to utilize the contract, which
may be to their advantage in terms of pricing, thereby gaining
economies of scale that they would otherwise not receive if they
competed on their own.2

Element 1.1 Conducting Due Diligence 
Prior to making the decision to use a cooperative contract, procurement should conduct
extensive due diligence by following this checklist:

n Compare the cooperative contracts available for the required product or service, conduct
market research, and evaluate whether the use of a cooperative contract is appropriate.

n Analyze all costs associated with conducting a competitive solicitation.
n Ensure that the use of the cooperative contract meets all competitive requirements.
n Review the cooperative contract for conformance with all applicable laws and best practices.
n Analyze the product or service specifications, price, terms and conditions and other factors

such as:  cost to utilize the contract, shipping, minimum spend requirements, and availability
of contract documentation, to ensure that the cooperative contract produces best value.

n Ensure that the organization/ local required terms and conditions are incorporated into
the contract.

n Incorporate or remove3 additional terms and conditions by developing an addendum or
purchase order4 that is signed by both procurement and the supplier.

n Contact the cooperative lead government agency to verify contract application and eligibility
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Public Procurement Practice

USE OF COOPERATIVE CONTRACTS 
FOR PUBLIC PROCUREMENT (Cont’d)

Element 1.2 Obtain the Necessary Contract Documents for File 
Documents in the cooperative contract file should include:

n Solicitation
n The bid tabulation or evaluation with the reason for award
n A copy of the winning proposal/ bid
n A copy of all insurance/ bond certificates required by the contract

Element 1.3 Cooperative Contract Administration 

n Keep the lead agency informed of any problems with the supplier.
n Keep the lead agency informed of any specification adherence problems, issues, etc.
n Resist any tendency to bargain against the contract’s fixed pricing.
n When pricing is established under the cooperative contract, ensure that invoices match

the contract prices.

Background

It is a best practice to consider the use of cooperative procurement
contracts, on a case-by-case basis, and only after proper due diligence
has been performed.  Cooperative procurement contracts are usually
based on the combined requirements of multiple organizations.5

Government entities can save time and money, obtain higher quality
products and services, and standardize products and services by using
cooperative contracts.

Not all jurisdictions allow participation in cooperative contracts, either
as a user or as a lead.  Some jurisdictions restrict or regulate the scope
of cooperatives.6 It is up to the procurement professional to seek
guidance to ensure that compliance with all applicable laws are met.7
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1 Generally, the “entity” issuing and awarding the solicitation must meet the definition of a political subdivision.  The entity must meet the
legal requirements to piggyback.

2 NIGP. (2010). Public procurement dictionary of terms. Herndon, VA: NIGP. 
3 If the procurement professional finds it necessary to add or remove a large amount of terms and conditions, they should carefully consider

whether or not the use of the cooperative contract is appropriate.
4 Terms and conditions that are not present may be added to your purchase order issued pursuant to the cooperative procurement contract.

However, use of a purchase order is a unilateral action.  Procurement professionals should evaluate the frequency of use/ purchase to
determine whether or not to use a purchase order.  If the frequency of use/ purchase is high, then an addendum should be used instead of a
purchase order.

5 Adapted from NASPO. (2006). Strength in numbers: An introduction to cooperative procurements. Retrieved from
http://www.naspo.org/documents/Cooperative_Purchasing0410update.pdf

6 Ibid.
7 U.S. Communities found at uscommunities.org  Participation in a cooperative purchasing agreement does not exempt a procurement entity

from compliance with local laws or policies, whether as the sponsoring agency or a participant in the agreement  A list of statutes that
individual states in the U.S, use for cooperative purchasing can be found at:  http://www.uscommunities.org/purchasing-resources/state-
statutes.aspx
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TRANSPARENCY IN PUBLIC PROCUREMENT

STANDARD

Public procurement should to the greatest extent practicable1, be
transparent in its practices, processes, policies and relationships with
all stakeholders, while ensuring protection of confidential information. 

Definition

Transparency can be defined as timely, easily understood access to
information.  Transparency assists in ensuring that any deviations from
fair and equal treatment are detected very early, and makes such
deviations less likely to occur. It protects the integrity of the process
and the interest of the organization, stakeholders, and the public.2

Element 1.1: Integration of Technology to Achieve Transparency 
Ease of public access to government-generated data greatly depends on the jurisdiction’s use
of technology-oriented operations. Procurement should integrate and utilize technology
systems to enhance transparency.  Steps to accomplish this may include: 

n Establish a Web-based reporting tool for entity data that includes, at minimum, current
bid opportunities, bid results, current contracts, and solicitation schedules3

n Establish a recommended raw data format (such as .txt, .csv, .xml4) for statistical data 
n Establish a Public-Procurement Liaison link on the government procurement site that

provides contact information for an identified procurement professional who can assist
in providing data that is not immediately available through the Website

n Establish and post Terms of Use on the government procurement site to discourage
fraud and misuse of information 

n Establish5 and post an entity statement of commitment to a Code of Ethics on the
government procurement site 

Element 1.2:  Access to Information 
Procurement should provide access to reliable information about the activities of the
procurement organization.  This is a key safeguard against corruption and aids in the
improvement of competition, and the relationships between procurement and stakeholders.
This should be done by:

n Creating and publishing annual reports of procurement activities and spending in a
format that is accessible and easy to understand

n Providing stakeholders and the public access to current, up-to-date information about
procurement processes, procedures and policies

n Providing stakeholders and the public access to information pertaining to proposed
changes in the procurement processes, procedures, and policies

n Providing all bidders, offerors, and the public with easy and timely access to information about:
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TRANSPARENCY IN PUBLIC PROCUREMENT

n solicitation/ tender opportunities
n selection criteria
n the evaluation process
n rules governing the award
n the award decision and its justification
n the terms and conditions of the contract and any amendments
n contract administration
n the role of intermediaries6 and agents
n protest and dispute-settlement mechanisms and procedures

n Providing equivalent information for all procurement transactions and contracts (direct,
limited bidding, formal, informal) and making sure that the information is accessible to
the public

n Limiting confidentiality to legally protected information only7

Element 1.3:  Transparency and Supplier Relationships
Procurement should strengthen relationships with the supplier community through
transparent practices.  These practices should include, but are not limited to:

n Clearly expressed, readily available regulations, policies, and procedures (See Element 1.2)
n Complete, timely, and accurate information
n Equal access and opportunity to all qualified suppliers

n There should be no “insiders”8 when it comes to accessing public procurement 
information or the opportunity to do business with government

n Ensuring that specifications do not limit competition
n Under no circumstances should a competing vendor be allowed to write the 

specifications for a  procurement9

n Open and frequent communication between procurement and the supplier community
n Education opportunities for vendors/ suppliers at regularly held information sessions 

or expos
n Standardization of procurement documents including:  bids, quotes, proposals and

registration documents.  Documents should include:
n specific details regarding the procurement method being used
n specifications of the required goods, works or services
n required time frame for bid submissions 
n the closing date
n date and time for receiving and opening bids
n any appropriate fees required to be paid to receive bid documents10

Element 1.4:  Transparency and the Procurement Professional
Procurement professionals must adhere to a code of ethics11 and declare conflicts of interests
as soon as they become apparent and disqualify themselves if there is a conflict or the
appearance of a conflict, such as:

n Holding a bias or prejudice towards a particular vendor in a procurement
n Have (or appear to have) a direct personal interest in the outcome of the procurement

Element 1.5:  Transparency and the Procurement Organization
Procurement organizations must provide adequate resources and accurate information to
employees in order to achieve a sustainable transparent procurement process.  This process
may include the following steps:

n Identify proposed legislation, regulations, and/ or international agreements12 that will guide
and/or affect transparency-related requirements for the organization
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1 Procurement should strive to be as transparent as possible within reason, while maintaining the integrity of the competitive process, and
protecting confidential information.  Confidential information is information protected under law, or information that would otherwise cause
undue harm if made public.

2 Adapted from UNOPS. (2006). UN Procurement practitioner’s handbook. UNOPS: IAPWG
3 Procurement should aim to expand the web-based reporting tool to include as much information as possible to stakeholders and the public.

This may also include:  an annual procurement schedule, pre-solicitation (tender) notices, sole source and emergency procurement notices,
policies, procedures, forms, answer to frequently asked questions, and department contacts.

4 For more information on publishing and storing government data please view the Government Linked Data Working Group at
http://w3.org/egov

5 The procurement entity must develop their own Code of Ethics, or adopt and existing Code of Ethics (i.e. NIGP Code of Ethics) prior to
posting a statement of commitment to such on the site.

6 An intermediary usually is understood to be a conduit for goods or services offered by a supplier to a consumer.  Hence, the intermediary
can act as a conduit for legitimate economic activities, illegitimate bribery payments, or a combination of both.  This may include:  sales
representatives, consultants or consulting firms, suppliers, distributors, resellers, subcontractors, franchisees, joint venture partners,
subsidiaries and other business partners including lawyers and accountants.  Both Natural and legal persons, such as consulting firms and
joint ventures are included. OECD. (2009). Typologies on the role of intermediaries in international business transactions. Retrieved from
www.oecd.org/dataoecd/40/17/43879503.pdf

7 Transparency International. (2005). Transparency International policy positions #03: TI’s minimum standards for public contracting.
Transparency International: Berlin, Germany.

8 An example of ‘insiders’ would be a department holding a pre-meeting with selected vendors prior to a bid or request for proposals being
issued. Other ‘insider’ examples include refusing to meet with some vendors or failing to answer bid/proposal questions to all by
addendum” (NIGP, Op. cit).

9 Ibid.
10 ODPP. (n.d.). Transparency in public procurement. ODPP: Malawi
11 See NIGP Code of Ethics.
12 International agreements affecting government procurement include, but are not limited to:  the procedures under the plurilateral WTO

Agreement on Government Procurement, the UNCITRAL Model Law, World Bank Guidelines, and any other international instrument to which
the government is a signatory party (e.g. treaties, trade agreements).

13 Adapted from NIGP. (2010). Transparency in government procurement.  Herndon, VA: NIGP
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n Complying with existing legislation, regulations, and/ or international agreements that
guide transparency-related requirements for the organization

n Allocating the financial and human resources necessary to undertake an entity assessment of
the procurement organization’s “transparency friendliness”

n Identifying and requesting the financial and human resources necessary to establish a
systems solution that supports transparency

n Developing policies and procedures for staff to declare any outside employment 
n Requiring disclosure of conflicts of interest from anybody in the procurement process,

including both internal and external staff or consultants

Background

Transparency in public procurement is critical.  The manner in which
government conducts itself in its business transactions immediately
affects public opinion and the public’s trust in good government. In
addition to encouraging the public’s good will and strengthened trust,
the more practical business benefits of transparency are increased
competition and better value for goods, services, and construction. 

Standardization of processes, simplified access to information that is
easy to understand, and availability of information, all make doing
business with government much more appealing to the supplier
community and strengthen the public’s trust.

With the size and scope of government spending activity it is critical
that all stakeholders have confidence in the public procurement
process13. A transparent and informative public procurement process
encourages this confidence through the free and open exchange of
information, enhanced knowledge, improved efficiency, and reduction
of the potential for corruption and waste.
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Public Procurement Practice

RISK MANAGEMENT 

STANDARD

Procurement should identify risk factors associated with each
procurement, analyze the probability of the risk occurring and consider
the potential impacts (See Element 1.1).  Risk management plans should
then be developed, based on the decision to avoid, assume, or transfer
the identified risks. 

Definition

Risk management is a process including the identification and analysis
of risk; and the decision to either accept or mitigate the exposure to
such risk when compared to the potential impact on the achievement
of the organization’s objectives.

Element 1.1: Identifying Where Risk is Located 
Various risks exist for procurement.  These risks can be external and internal, as well as
strategic and operational.  It is important to identify where these risks are located.  The
following are areas to be considered: 

Strategic Risk1

Defined as risks that need to be considered in relation to medium and long-term goals and
objectives of the organization.  They include:

n Political: risks associated with a failure to deliver policy for the entity that is served, or to
meet the local administration’s policy commitments (e.g. a failure to integrate
sustainability considerations into acquisition decisions), and the impact of social unrest,
changes in government, and the potential for political turmoil at home or abroad.

n Economic: risks affecting the organization’s ability to meet its financial commitments
(e.g. failing to consider the consequences of proposed major investment decisions prior
to an acquisition; effects of inflation, recession, and foreign exchange rates).

n Social: risks relating to the effects that changes in demographic, residential or socio-
economic trends will have on the organization’s ability to deliver appropriate services
(e.g. failure to procure sufficient elderly care provision for an aging population).

n Technological: risks associated with the organization’s capacity to deal with the pace/scale of
technological change or its ability to use technology to address changing demands (e.g. a
failure to procure the appropriate software to allow for the efficient financial management
of the authority; failure to manage and protect the security of the data). 

n Legislative/ Regulatory: risks associated with current or potential changes in law (e.g. a
failure to address a legal directive).

n Competitive: risks affecting the cost, quality, or competitiveness of a service (e.g. the
failure to address a failing service through improvement, market testing, or outsourcing).

n Customer/citizen: risks associated with the failure to meet the current or changing needs
and expectations of customers and citizens (e.g. the demand to improve the availability
of public transport).
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RISK MANAGEMENT

Operational risk2

These are risks that managers and staff will encounter in their work. They may be:

n Professional: risks associated with the practice of procurement (e.g. failure to develop and
implement robust procurement processes).

n Financial: risks associated with a failure to secure a most economically advantageous
outcome to an acquisition (e.g. the failure to apply lifetime costing techniques in a
tender evaluation or the failure to apply appropriate financial appraisal techniques prior
to contract award leading to supplier failure).

n Legal: risks related to possible breach of legislation (e.g. failing to advertise a contract under
required directives; failure to include specific contract terms leading to contract failure).

n Physical: risks related to fire, security, accident prevention, and health and safety (e.g.
failing to procure properly labelled cleaning materials).

n Contractual: risks associated with the failure of contractors to deliver services or products
to the agreed cost and specification (e.g. delivery by contractors of substandard or out of
date food products; failure to meet specified outcomes).

n Technological: risks relating to a reliance on operational equipment (e.g. exclusive reliance
on an eProcurement system to deliver critical supply acquisition).

n Environmental: risks relating to pollution, noise or the energy efficiency of on-going
operations (e.g. reliance on unsustainable sources of commodities).    

Element 1.2: Types of Risk Factors
The decision regarding which risk factors to focus on will vary by organizational goals and
objectives. However, it is recommended that at a minimum procurement should consider the
following risk factors:3

n Escalating costs of fuel, energy, and raw materials
n General lack of internal risk management capability on the part of the supplier4

n Exchange rate fluctuations 
n Financial instability of suppliers leading to supplier failure 
n Conflicts in supply chain caused by cost cutting and survival activities
n The amount of emphasis on cost cutting over quality improvement 
n Supplier failure to deliver on contracted obligations 
n Sole sourcing arrangements
n Changes in environment or legislation that affect the supply base 
n Product with no available alternatives
n Changes that result in obsolete technology and/ or products, or new unproven technology

or products

Element 1.3: Methods and Tools to Identify Risk
Techniques and tools that may be used to identify supply chain risks include:

n Brainstorming sessions to identify risks
n Establishment of cross-functional teams
n Risk Registers5

n Total Risk Profiling
n SWOT Analysis
n Balance sheet analysis
n Site observation
n Close collaborative working with suppliers6
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RISK MANAGEMENT

Element 1.4: Understanding Risk7

Analysis should be performed throughout the procurement cycle to understand the
probability of risk, the severity of the risk, and the actions necessary to mitigate such risk.

n Stage 1 (Identification of Need for Procurement) – Once the need to procure is
established the procurement professional should think about the main areas of risk involved
in the specific procurement. 

n Stage 2 (Creation of Procurement Strategy) – This stage occurs prior to the specification
stage, and requires the procurement professional to determine whether or not to carry out a
formal risk analysis.  During this stage it may be determined whether or not to use a risk
register to allocate and manage the mitigation of the procurement risks.

n Stage 3 (Preparing for the Quotation or Procurement) – If it is determined that a formal
risk analysis is necessary during Stage 2, the Lead Procurement Professional, in collaboration
with those drafting the specifications, should produce a Procurement Risk Register that
identifies risks.  The Risk Register will be the document that identifies the risks and the
chosen risk management approach, as well as any related contract provisions. A simple
template for the Risk Register should be provided by the procurement department. 

n Stage  4  (Issue Request and or Solicitation) – The choice of contract type, e.g. fixed price
or cost/labor hours, performance-based vs. design, is sometimes discussed as one of the
fundamental decisions to manage procurement risk during this stage. In appropriate cases,
requirements may include a request that offerors address risk management in their
proposals, e.g. what do they consider the most significant risks to the project; what risk
management model do they use; what specific actions, transfers, reductions, avoidance,
sharing, or acceptance of risk do they recommend for each risk.

n Stage 5 (Evaluation Period) – Consider including risk as part of the criteria for evaluation,
(e.g. understanding of the requirements, soundness of approach, and overall risk of
unsuccessful project performance).

n Stage 6 (Award & Implementation of Contract) – Prior to the award of contract, the Lead
Procurement Professional should revisit the Procurement Risk Register, in collaboration with
the prospective supplier, and check that risk has been appropriately allocated (e.g. avoided,
transferred, assumed) and that it is appropriate to award the contract on this basis.

n Stage 7 (Management of the Contract) – Risk monitoring is considered the last element
of effective risk management.  Contract management arrangements should be sufficiently
flexible to allow for the review of the risk register and revision of the mitigation plans at
appropriate intervals, including exercise of appropriate contract remedies.

n Stage 8 (Review and Consider options for future) – This stage should always include an
assessment of how well risk was managed and comment on the future allocation of risk in
any forthcoming contract.

Element 1.5:  The Risk Management Plan – Allocation and Mitigation8

Procurement should focus on the balance between the severity of the risk and its mitigation.
Mitigation seeks to put measures in place to lessen the severity of an unplanned event should
that event occur.  Mitigation should flow to those risks that have the potential for the most
severe impact and greatest probability.  

Identification of risks, consideration of their probability, and impacts should lead to a risk
management plan that allocates the identified risks appropriately.  This may be done by:

n Sharing the risk – appropriate contract provisions can grant entitlement to equitable
adjustment in schedule and/or price for identified events, e.g. force majeure clauses,
excusable delay for default, suspension of work, differing site conditions in construction,
changes, clauses, and terminations for convenience.

n Monitoring the risk – reporting/notice and dispute elevation provisions as monitoring
methods to forecast events that increase risk may also be considered. In appropriate cases,
the contractor may be required to have a quality management system that includes periodic
reporting requirements and progress meetings between the contractor and agency.
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n Transferring risk – Risks may be transferred via a number of strategies.  These strategies
include, but are not limited to:
n Insurance – care must be taken to ensure that all types of applicable insurance to be 

provided by the supplier are identified (comprehensive, general liability, automobile 
liability, error and omission, and travel-per-occasion) for the term or post contract.

n Bid Deposit, Bond, and Security – should be requested in high risk, high value, and 
highly sensitive requisitions.  The amount of Bid Deposits should be reasonable and 
based on the risk and nature of the acquisition in terms of its technical aspects or 
sensitivity.  A Bid Bond (surety bond, irrevocable letter of credit, a bank note or draft, a
certified or cashier’s check, money order, bearer bond, or an insurance certificate from 
a registered bonding company) acts as surety and when submitted should be retained 
by the public entity until the evaluation process has been completed and contact award
has been determined.

n Performance and Payment Bond – the performance bond should indemnify or protect 
the public entity for a certain percentage of the value of a contract in the event of 
default on the part of the supplier, or the supplier in performance of the work covered 
under the contract; the payment bond should serve as a guarantee that all suppliers and 
sub-suppliers are paid for labour and materials furnished to the prime supplier for use 
on the project and work described in the solicitation document, and agreement.  Clear 
and concise explanation of the bond should be included in the Special Conditions 
section of the contract.

Background

In any procurement there are a variety of risk factors that arise from
external and internal sources that must be assessed.  A precondition
to overall risk management is the risk assessment.   Risk assessment
involves analyzing the probability, the impact, and the effect of every
known risk on the achievement of established objectives, as well as the
corrective action to take should that risk occur. The risk assessment is
therefore a prerequisite for determining how the risks should be
managed and mitigated. Mitigation seeks to put measures9 in place to
lessen the severity of a risk event, should that event occur.10

The formality of the overall risk management plan is a continuum based
on the size or nature of the procurement. Planning can extend from
simple consideration or incorporation of risk registers as a part of the
procurement planning agenda, to inclusion of risks in more formal
acquisition plans, to comprehensive risk management plans on
enterprise-wide projects where their complexity and scope warrants it.

To realize the maximum benefit of risk management, the management
and communication of risks needs to be an integral part of existing
procurement and organizational functions.
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1 Adapted from Carmarthenshire County Council.  (n.d.). Carmarthenshire county council Wales:  Discussion paper on procurement risk and the inte-
gration of procurement risk into the procurement cycle.  Retrieved from www.tenderwise.com/docs/MitigatingProcurementRisk091205.doc

2 Ibid.
3 Squire, B. & Chu, Y. Supply Chains at Risk  EPSRC 2010
4 On critical or complex procurements the purchasing entity may need to do a complete risk analysis at the supplier level and provide an initial level

of support or education
5 A Procurement Risk Register, in its most basic form, is a list of the risks associated with a specific procurement and a response to those risks.

Responsibility for acting on the risk is assigned to a specific person to manage. The “list” is applicable only to the particular procurement and the
principle is to identify risk and allocate this to the party best suited to manage, mitigate or eliminate it. The Register is a live document throughout
the project and should be seen as fluid, responding to developing circumstances as appropriate.”  Carmarthenshire County Council.  (n.d.).
Carmarthenshire county council Wales:  Discussion paper on procurement risk and the integration of procurement risk into the procurement cycle.
Retrieved from www.tenderwise.com/docs/MitigatingProcurementRisk091205.doc

6 Ensuring that key suppliers have Business Continuity Plans, and that they are regularly reviewed can be used as a tool to mitigate risk.
7 Op. cit.
8 Pettijohn, C. and Babich, K.. (2008). Sourcing in the public sector. Herndon, VA: NIGP. 
9 Projects and procurements should be continuously monitored in order to assess the effectiveness of mitigation measures and whether they need

to be adjusted.
10 Carmarthenshire County Council.  (n.d.). Carmarthenshire county council Wales:  Discussion paper on procurement risk and the integration of pro-

curement risk into the procurement cycle.  Retrieved from www.tenderwise.com/docs/MitigatingProcurementRisk091205.doc
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DEVELOPING A PROCUREMENT 
POLICY MANUAL

STANDARD

Procurement organizations should develop a comprehensive policy
manual that clearly defines authority, responsibility, and establishes
guidelines for the organization and the procurement professional to
follow when carrying out their responsibilities.   

Definition

A policy is a governing set of principles which establish the general
parameters for an organization to follow in carrying out its
responsibilities.1

Element 1.1:  Purpose of a Procurement Policy2

The overall purpose of a procurement policy manual should be to:

n Establish the legal authority3 of the procurement function within the organization
n Simplify, clarify, and reflect the laws governing procurement 
n Enable uniform procurement policies throughout the organization
n Build public confidence in public procurement 
n Ensure the fair and equitable treatment of everyone who deals with the procurement

system 
n Provide for increased efficiency, economy, and flexibility in public procurement activities

and maximize to the fullest extent the purchasing power of the entity 
n Foster effective broad-based competition from all segments of the supplier community
n Safeguard the integrity of the procurement system and protect against corruption, waste,

fraud, and abuse 
n Ensure appropriate public access to contracting information 
n Foster equal employment opportunities that are in line with legal requirements, in 

the policies and practices of suppliers and subcontractors wishing to do business with
the entity

Element 1.2:  Definitions 
Many terms and titles that are used in public procurement vary.  Therefore, a procurement
policy manual should include a definition section that:

n clearly defines the use of the terms as they are used in the policy
n clearly defines criteria for any procurement decision that may be unclear without further

explanation (e.g. description of a responsive and responsible bidder)
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DEVELOPING A PROCUREMENT 
POLICY MANUAL

Element 1.3:  Basic Organizational Concepts4
A procurement policy manual should, at a minimum, establish guidance for the procurement
organization and any delegated purchasing authority that includes:

1. Authorities, roles, and responsibilities of the central procurement office
2. Establishment of the Chief Procurement Officer, or other lead procurement professional, as

the procurement authority for the organization5 that includes guidelines for: 
n Appointment and qualifications of the Chief Procurement Officer
n Tenure, removal, and compensation of the Chief Procurement Officer
n Authorities, roles, and responsibilities of the Chief Procurement Officer

3. Authorities, roles, and responsibilities of the delegated purchasing authority6 (if any) 
n Appointment, qualifications, and training of personnel 
n Authorities, roles and responsibilities of personnel
n Reporting and oversight requirements

Element 1.4 Source Selection and Contract Formation
A procurement policy manual should, at a minimum, establish guidance for source selection
and contract formation that at a minimum includes the following contracting methods:

n Competitive Sealed Bidding
n Competitive Sealed Proposals7

n Small Purchase Procedures
n Sole-Source Procurement
n Emergency Procurement
n Competitive Selection Procedures for designated types of services

Element 1.5: Specifications
A procurement policy should provide guidance in regards to specifications including:

n Development of specifications to ensure maximum competition
n Monitoring of specifications to ensure that they are not restrictive
n Use of appropriate types of specifications (e.g. design, performance, brand name or equal, etc.)

Element 1.6:  Ethics and Code of Conduct
A procurement policy manual should provide guidance in regards to ethics and code of
conduct for everyone involved in the procurement process, as well as remedies for violation
of the policy.  This guidance should include:

n Conflicts of interest
n Gratuities and kickbacks
n Contingent fees
n Misuse of confidential information
n Process for disciplining agency employees who violate the procurement policies 

or code of ethics
n Process for debarring and/or suspending vendors under specific circumstances
n Process for handling protests, appeals, disputes, claims, hearings, and contractual remedies
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1 National Institute of Governmental Procurement, Inc.. (2011). Public procurement dictionary of terms. Herndon, VA: NIGP. 
2 Adapted from PPB. (2011). Rules: New York City Public Procurement Policy Board.  Retrieved from

http://www.nyc.gov/html/mocs/ppb/html/rules/rules.shtm
3 The right to perform certain acts or prescribe rules governing the conduct of others. (Nash, Rawicz, 1997) (NIGP, 2010).
4 Adapted from American Bar Association (ABA). (2002). Model Procurement Code. §3-203 Competitive Sealed Proposals.  Washington,  D.C.: ABA
5 Chief Procurement Officer is a common term used for the “lead procurement professional”.  Regardless of the title used, it should be

defined in the Definitions section of your procurement policy manual (See Element 1.2).
6 The conferring of authority by someone who has it, to another person, in order to accomplish a task. (NIGP, 2010).
7 The competitive sealed proposal method (similar to competitive negotiation) is available for use when competitive sealed bidding is either not

practicable or not advantageous (ABA. (2002). Model Procurement Code. §3-203 Competitive Sealed Proposals.  Washington,  D.C.: ABA).
8 Policy for Special Programs may vary by your geographic region and any applicable laws and regulations in regards to same.
9 U.S. Government Accountability Office (GAO). (2007). District of Columbia: Procurement system needs major reform.  Journal of Public Pro-

curement, 7. Retrieved from www.nigp.org  
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Element 1.7:  Personnel and Professional Development
A procurement policy manual should outline:

n Technical and professional qualifications for management and professional staff
n Orientation and training requirements for new employees, and those that will be involved

in the procurement process
n Certification and educational requirements of professional staff

Element 1.8:  Special Programs8
A procurement policy manual should provide guidance for the use of special public
procurement programs, including, but not limited to:

n Minority- and women-owned business (as permitted by agency or law)
n Local or disadvantaged business enterprises
n Sustainable procurement program
n Joint or cooperative procurement 
n Surplus disposition
n Materiel management
n Low value spend (e.g. purchasing card program) 

Background

Procurement is a complex function guided by numerous policies and
statutes. A comprehensive procurement policy manual - one that lays
out these policies and applicable laws is critical to ensuring that
procurement, agency staff, and all stakeholders follow the proper
procedures and rules so all will have a clear and consistent
understanding of the required regulations. In the absence of such
guidance, a lack of consistency in how procurement work is carried out
becomes likely.  This inconsistency results in frustration within and
outside the procurement organization, and the possibility that
procurement actions may appear to be arbitrary and unfair.  It is
therefore critical for procurement to have a comprehensive
procurement policy manual in place.9
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ETHICAL PROCUREMENT  

STANDARD

It is essential that public procurement professionals and stakeholders1

adhere to a well-defined and established code of ethics. The public
procurement organization should have an adopted code of ethics and
require its employees to uphold the code and seek commitment to it by
all those with whom they engage.

Definition

Ethical procurement prohibits breach of the public’s trust by
discouraging a public employee from attempting to realize personal
gain2 through conduct inconsistent with the proper discharge of the
employee’s duties.3

Element 1.1: Conflict of Interest
Public Procurement professionals shall:

n Avoid any private or professional activity that would create a conflict of interest or the
appearance of impropriety

n Avoid engaging in personal business with any supplier representative or similar person
n Avoid lending money to or borrowing money from any supplier4

n Avoid any and all potential for nepotism5

n Avoid any overlap of duties in the procurement process6

n Safeguard the procurement process from political or outside influence

Element 1.2: Conduct with Suppliers 
Business dealings with suppliers must be fair and transparent.  Procurement shall:

n Refrain from showing favoritism or being influenced by suppliers through the
acceptance of gifts, gratuities, loans or favors7

n Safeguard supplier confidentiality
n Refrain from requiring suppliers to pay to be included on an approved or preferred

supplier list
n Refrain from requesting donations of goods or services to the public entity
n Select suppliers on the basis of meeting appropriate and fair criteria 
n Discourage the arbitrary or unfair use of purchasing leverage or influence when dealing

with suppliers
n Avoid the exertion of undue influence or abuses of power8

n Treat all suppliers fair and equal
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ETHICAL PROCUREMENT 

Element 1.3: Corruption9

Public procurement professionals who become aware of any corrupt activity have a duty to
the profession and to their employing organizations to alert their senior management and/or
elected officials. Public procurement shall not tolerate bribery or corruption in any form.
Forms include, but are not limited to:

n Bribery is the offering, promising, giving, authorizing or accepting of any undue
financial or other advantage to, by or for any persons associated with the procurement
process, or for anyone else in order to obtain or retain a business or other improper
advantage.  Bribery often includes (i) kicking back a portion of a contract payment to
government or party officials or to employees of the other contracting party, their close
relatives, friends or business partners or (ii) using intermediaries such as agents,
subcontractors, consultants or other third parties, to channel payments to government
or party officials, or to employees of the contracting parties, their relatives, friends or
business partners.

n Extortion or Solicitation is the demanding of a bribe, whether or not coupled with a
threat, if the demand is refused. Procurement professionals will oppose any attempt of
extortion or solicitation and are encouraged to report such attempts through available
formal or informal reporting mechanisms.

n Trading in Influence is the offering or solicitation of an undue advantage in order to
exert an improper, real, or supposed influence.

n Laundering the proceeds of the corrupt practices mentioned above is the concealing
or disguising the illegitimate origin, source, location, disposition, movement or
ownership of property and/or money, knowing that such is the proceeds of crime.

n Nepotism is the use of authority or influence to show favoritism to relatives or friends
without merit.

Element 1.4: Business gifts and hospitality
The offer and receipt of business gifts and entertainment are sensitive areas for public
procurement professionals, despite being recognized as standard private sector business
practice. Public procurement organizations should develop a clear policy on accepting
business gifts and procurement professionals and suppliers must comply with any such policy
as well as prevailing laws.  Minimal guidelines include:

n Not soliciting or accepting money, loans, and credits or prejudicial discounts, gifts,
entertainment, favors or services from present or potential suppliers which might influence
or appear to influence a procurement decision/ process

n Avoiding meals or other hospitality10 with suppliers11

Element 1.5 Other Policies and Considerations
Ethical practices should be defined and embedded in other policies, procedures and practices
which overlap public procurement.  Other policies in the procurement space which will need
to be considered may include the subjects of: 

n Competition and anti-competitive practices 
n Supplier diversity
n Supplier equality
n Corporate Social Responsibility (CSR)
n Sustainability12

n Anti-discrimination policy
n Transparency13

E
th

ic
al

 P
ro

cu
re

m
en

t

(Cont’d)



1 Any organization, group, or individual that can place a claim on the organization’s resources or services or is affected by what the organization
does or the services it provides (NIGP. (2011). Public procurement dictionary of terms. Herndon, VA:NIGP.)

2 Gain may be monetary, and/or non-monetary in nature.
3 National Institute of Governmental Purchasing, Inc. (2011). Public procurement dictionary of terms. Herndon, VA: NIGP.
4 Adapted from NIGP. (2011). NIGP Code of ethics. Retrieved from http://www.nigp.org/eweb/StartPage.aspx?Site=NIGP&webcode=abt-code-

ofethics
5 Form of favoritism based on acquaintances and familiar relationships whereby someone in an official position exploits his or her power and

authority to provide a job or favor to a family member or friend, even though he or she may not be qualified or deserving “ (Transparency
International. (2009). The anti-corruption plain language guide. Retrieved from www.transparency.org ).

6 For example:   appropriate checks and balances should be in place so that the requisitioning, ordering and receiving functions do not report to the
same supervisor.

7 Ibid.
8 It is important to ensure compliance with all applicable legislation, such as restraint of trade and anti-trust legislation, which address

anticompetitive practices and abuse of dominant position.
9 Adapted from ICC. (2011). ICC rules on combating corruption. Retrieved from

http://www.iccwbo.org/uploadedFiles/ICC/policy/business_in_society/Statements/ICC_Rules_on_Combating_Corruption_2011edition.pdf
10 If engaging in meals or hospitality the procurement professional should pay for meals as frequently as the supplier and be mindful of any policy/

law which limit dollar value of such meals and/ or hospitality.
11 Adapted from NIGP. (2011). NIGP Code of ethics. Retrieved from http://www.nigp.org/eweb/StartPage.aspx?Site=NIGP&webcode=abt-

codeofethics
12 Inclusive of economic, social, and environmental considerations as they relate to the procurement process.
13 Including conflict of interest disclosures for procurement staff and stakeholders involved directly in the procurement process.

Public Procurement Practice

ETHICAL PROCUREMENT 

Element 1.6:  Ensuring compliance 
Ensuring compliance, focusing on high risk areas, understanding suppliers’ operations and
offering guidance and support when improvement is necessary or appropriate should ensure
that the strategic and operational risks associated with unethical practices are minimized.

Public procurement professionals need to focus on ensuring compliance with their ethical
code and the policies that it touches upon. To ensure this compliance, the focus:

n Should take place in parallel with the development of monitoring procedures
n May take time, or need to be introduced in phases 
n May require prioritization of areas associated with ethical issues which might be of 

greater risk to the organization.

Background

Ethics are the principles which define behavior as right, good and
appropriate.   Employees in public service are bound to uphold certain
values (See: Values and Guiding Principles).  Any attempt to realize
personal gain by conduct inconsistent with the proper discharge of the
employee’s duties is a breach of the public trust. 

The value of the transactions in the procurement process along with
pressures to lower costs could result in bribery, corruption and other
practices which could be deemed unethical.  In the public sector where
goods and services are funded by public expenditure, it is imperative
that procurement operates ethically, with impartiality, transparency, and
professionalism.  

Ethical procurement best practice starts with the employees in
procurement following an ethical code which dictates their behavior
and actions while conducting business.  Ethical procurement practices
should be extended to all stakeholders in the procurement cycle.
Ethical procurement should also include an understanding of suppliers’
operations and the procurement professional should offer guidance and
support when improvement is necessary or appropriate.
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PERFORMANCE BASED CONTRACTING

STANDARD

Procurement organizations should seek to improve performance and
lower costs through the use of performance based contracts that: (1)
describe the requirements in terms of results required rather than
specifying how the work is to be accomplished; (2) set measurable
performance standards; (3) describe how the contractor’s performance
will be evaluated in a quality assurance plan; (4) identify and use
positive and negative incentives, when appropriate.   

Definition

Performance Based Contracting is a results-oriented contracting
method that focuses on the outputs, quality, or outcomes that may tie
at least a portion of a contractor’s payment,  contract extensions, or
contract renewals to the achievement of specific, measurable
performance standards and requirements.  These contracts may include
both monetary and non-monetary incentives and disincentives.

Element 1.1:  Developing Performance Based Contracts
Procurement should structure performance work statements in contracts around the
outcomes and timeline of the work to be performed, that is, what is to be performed rather
than how to perform it.1 There are two ways to develop a specification for a performance
based acquisition: by using a performance work statement (PWS) or a statement of objectives
(SOO).2

Performance Work Statement (PWS)3

The Performance Work Statement is similar to a statement of work and is used in
performance-based requests for proposals (RFP).  A PWS should:

n Describe the work in terms of the required results rather than either "how" the work is
to be accomplished or the number of hours to be provided.

n Enable assessment of work performance against measurable performance standards.
n Rely on the use of measurable performance standards and financial incentives in a

competitive environment to encourage competitors to develop and institute innovative
and cost-effective methods of performing the work.
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Public Procurement Practice

PERFORMANCE BASED CONTRACTING

Statement of Objectives (SOO)4

The SOO is a concise and brief document (e.g., under ten pages) that provides high-level
objectives of the acquisition. It is provided in the solicitation in lieu of a written Statement of
Work (SOW) or Performance Work Statement (PWS).  The SOO must include:

n Purpose
n Scope or mission
n Period and place of performance
n Background
n Performance objectives, (i.e., required results)5

n Any operating constraints
n The government-prepared SOO is usually incorporated into the RFP as an attachment.

At contract award, the contractor-proposed statement of work (solution), or final
negotiated statement of work,  must be incorporated into the contract

Element 1.2:  Decide How to Measure Performance6
This component of performance based contracting is as important as developing the
Statement of Objectives (SOO) or the Performance Work Statement (PWS), because this
step establishes the strategy of managing the contract to achieve planned performance
objectives.7 Measurable performance standards should:

n Be set in terms of outputs/outcomes, quality, and timeliness8

n Be carefully chosen and not unduly burdensome
n Not be set so high that they drive up costs
n Not be set so low that they act as a disincentive to good contract performance

Element 1.3:  Identify Incentives and Disincentives
Identify positive incentives and disincentives,9 when appropriate.  Incentives:

n Should be used when they will induce better quality performance
n May be positive or negative, monetary or non-monetary, or a combination of both
n Should apply to the most important aspects of the work, rather than every individual task10

n May vary depending on desired outcome and type of contract

Element 1.4:  Select the Right Supplier11
When selecting the right supplier, care must be given to insure fair, open, transparent, and
equal competition.  Strategies that may be used include, but are not limited to:

n Selection based on qualifications – a process by which the most qualified potential bidders
are selected and the competitive pool is limited12

n Due Diligence – following the selection of suppliers based on qualifications, the qualified
potential bidders may be invited to enter a period of due diligence.  This period of time
should be characterized by very open communications between the potential contractor and
procurement organization, and may include: 
n Site visits
n Meetings with key agency people
n Research and analysis necessary to develop a competitive solution tailored to 

agency requirements
n Use “best value”13 evaluation and source selection criteria
n Use oral evaluations and other opportunities to communicate
n Emphasize relevant past performance in evaluation
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1 U.S. Government Accountability Office (GAO). (2002). Guidance needed for using performance-based service contracting. Retrieved from
http://www.gao.gov/new.items/d021049.pdf

2 Acquisition. (2011). Seven steps to performance-based acquisition.  Retrieved from
https://www.acquisition.gov/comp/seven_steps/step4.html

3 Ibid.
4 Ibid.
5 May be linked to wider government and policy objectives such as social, environmental, and economic objectives.
6 See Also Practice: Performance Measurement,  and Performance Metrics
7 Adapted from Acquisition. (2011).  Seven steps to performance-based acquisition. Retrieved from

https://www.acquisition.gov/comp/seven_steps/step5.html
8 These standards should be definitive and measurable.
9 A negative incentive is any contract provision that causes the contractor to take action in order to avoid an undesirable outcome, including

reduced payment” (www.acquistion.gov).
10 Government Accountability Office. (2002). Contract management: Guidance needed for using performance based service contracting (GAO

Publication No. GAO-02-1049). Washington, DC: U.S. Government Printing Office
11 For further information see Acquisition (2011).  Seven steps to performance-based acquisition. Retrieved from

https://www.acquisition.gov/comp/seven_steps/step6.html
12 Even in full and open competitions, there are means of limiting the competitive pool--providing competition as well as efficiency and cost

effectiveness for the government and contractors as well. Many in the acquisition community are familiar with the establishment of a
competitive range. But there is another technique: using the multistep advisory process in a negotiated procurement. All these methods
provide a means to establish a small pool of the most qualified contractors, competing to provide the solution. In each case, the approach
leverages competition previously conducted” (www.acquistion.gov).

13 ’Best value’ is a process used to select the most advantageous offer by evaluating and comparing factors in addition to cost or price. It
allows flexibility in selection through tradeoffs which the agency makes between the cost and non-cost evaluation factors with the intent of
awarding to the contractor that will give the government the greatest or best value for its money” (www.acquistion.gov).

14 ’Adapted from Acquisition (2011).  Seven steps to performance-based acquisition. Retrieved from
https://www.acquisition.gov/comp/seven_steps/step7.html

15 May include economic, financial, and technical capacity as well as reputational analysis.  Note:  In counties within the European Union,
bound by EU Procurement Regulations, questions about past performance may only be asked at Pre- Qualification Questionnaire (PQQ)
stage, not at the Invitation to Tender (ITT) stage. References may be taken up at the ITT stage.

16 Partnering includes individual employees of the contractor, and/ or any possible sub-contractors. 

Public Procurement Practice

PERFORMANCE BASED CONTRACTING

Element 1.5: Manage Performance
To a large degree, the management of contract performance is guided by the contract's terms
and conditions and is achieved with the support of the business relationships and
communications established between the contractor and the procurement organization.14

For more detail on performance management see practices: Performance Management and
Performance Measurement.

Background

The purpose of performance based contracting is to obtain overall
better value, better performance, lower costs, or both.  Performance
based contracting requires output/outcome-based specifications and
procedures that require the contractor to devise the most innovative,
efficient, and effective way to perform the work.  Because of this, it is
critical that a capable and competent contractor be chosen.  Therefore,
past performance evaluations15 and partnering16 are essential elements
to consider when selecting a contractor.
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Public Procurement Practice

SUSTAINABLE PROCUREMENT PRACTICE

STANDARD

An organization practicing sustainable public procurement should
consider the three aspects of sustainability (economic, social and
environmental) to create a more enduring approach to procuring goods
and services that will contribute positively to the community and
beyond.   

Definition

Sustainable procurement  is a purchasing and investment process that
takes into account the economic, environmental and social impacts of
the entity’s spending.  Sustainable procurement allows organizations
to meet their needs for goods, services, construction works and utilities
in a way that achieves value for money on a whole-life basis in terms of
generating benefits not only to the organization, but also to society and
the economy, while remaining within the carrying capacity of the
environment”.1

Element1.1: People and Leadership
Procurement should serve as the lead for developing, implementing and maintaining a
sustainable procurement policy and program.  To accomplish this it will be necessary to
ensure:

n Clear identification of the procurement staff’s roles and responsibilities for the program,
including a Sustainable Procurement Champion, with support and influence at the
senior management level

n Appropriate training of the procurement staff in sustainable procurement best practices
n Procurement staff are provided with performance goals and objectives including aspects

of sustainable procurement, for which they are held accountable through their personal
development evaluations and assessments 

n Organization reports are available externally that show the achievements in sustainable
procurement (i.e. newsletters, annual reports and/or website communications)

Element 1.2:  Documentation of the Drivers for Sustainable Procurement
Once significant drivers for sustainable procurement activity have been assessed and identified
(See: Background), it is advisable to document and describe the drivers in terms of potential
benefits to the organization, key stakeholder, or beneficiary.  Clear documentation will:

n Effectively develop a clear organizational business case for sustainable procurement
n Assist in the development of policy, strategy, action plans and initiatives, as well as provide a

reference point against which actual outcomes can be compared
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Public Procurement Practice

SUSTAINABLE PROCUREMENT PRACTICE

Element 1.3: Sustainable Procurement Policy, Strategy and
Communications
There should be clear and agreed upon sustainability objectives embedded within
procurement and organization policy, strategies, procedures and process.  These objectives
should ensure that:

n The organization has identified, and regularly reviews, the sustainability objectives to be
achieved through the procurement process

n A sustainable procurement policy is endorsed by the organizational management team,
references any legislative policy on sustainability, and has been communicated to suppliers
and throughout the organization

n The public procurement organization scrutinizes its sustainable procurement strategy
internally and has subjected the strategy to review by one or more external stakeholder
groups (i.e. the public, end users, budget/finance)

n The organization regularly reviews its sustainable procurement strategy covering risks and
supplier engagement

n The organization’s sustainable procurement strategy aligns with the agency’s strategic plan

Element 1.4: Sustainable Procurement Processes
Processes should be developed and adopted to ensure sustainability is considered in the
procurement of products and services.  These processes include, but are not limited to:

n Identification of a high level expenditure analysis of the organization’s spend profile 
(See: Spend Analysis Practice)

n Measurement and mitigation of the key sustainability impacts/risks of each procurement
category

n Ensuring that key contracts have incorporated sustainability criteria; these are decided while
the bid is being developed and carried through into specific objectives in the contract (i.e.
specifying resource efficient products such as energy efficient appliances, and products that
incorporate recycled content). 

n Identification and reduction of supply chain sustainability risks (i.e. risk of supply loss, child
labor, hazardous materials, etc.) at an early stage in the procurement process

Element 1.5: Engagement of Suppliers in Sustainable Procurement
Engaging suppliers in sustainable procurement objectives will result in targets being set for
suppliers that will improve their sustainability performance in relation to their provision of
products and/or services to the organization.  Targets should be achieved by:

n Ensuring that key performance indicators and targets associated with sustainability
performance/impact have been shared and agreed upon with suppliers

n Identifying suppliers with negative sustainability performance/impacts through a review and
analysis of established indicators (e.g. reduction of waste to landfill by x% per annum), and
encouraging identified suppliers to work in partnership with the organization to improve
sustainability performance/ impacts
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1 UK Governments Sustainable Procurement Task Force.  Adapted from the definition by UK Governments Sustainable Procurement Task Force
to which Chartered Institute of Purchasing & Supply (CIPS) was a contributor.  Combined with National Institute of Governmental Purchas-
ing, Inc. (2012). Public procurement dictionary of terms. Herndon, VA: NIGP. 

2 e.g. through supplier diversity, such as subject matter experts (SMEs), ethnic minority enterprises, use of apprentices and training 
3 e.g. water, waste, green house gas (GHG) and emissions, etc. 
4 e.g. Diversity and equality, child labor, forced labor, working conditions, etc.
5 British Standards Institute (BSI). (2010). BS8903: Principles and framework for procuring sustainable. The Chartered Institute of Purchasing

& Supply (CIPS) was a contributor to the formation of the BS 8903 Standard.  

Public Procurement Practice

SUSTAINABLE PROCUREMENT PRACTICE

Element 1.6: Validate Achievement and Measurement Results in
Sustainable Procurement
Identify and implement performance management improvements that will have a positive
impact on sustainable procurement procedures.  The improvements can be substantiated by
ensuring that:

n The organization has identified its key sustainability impacts and developed a process for
managing these through procurement

n The organization has identified a peer group or program for benchmarking its sustainable
procurement performance against other organizations

n The organization has identified management actions to improve practices relating to
sustainable procurement

Background

Effective procurement is sustainable procurement that promotes
positive outcomes for the economy2, environment3 and society4.The
public sector should promote sustainable procurement throughout the
acquisition and disposition process and sustainability should be
embedded in all procurement decision making. Beyond legislative
requirements, there are many drivers (as referenced in the BS8903:
Principles and framework for Procuring Sustainable5) that support
sustainable procurement, such as:

• Financial: Provides the delivery of operational cost savings through 
more efficient goods, works and services; challenging demand at 
source to ensure need; reducing end of life disposal costs; driving 
efficiency in the supply chain; and developing market capacity, 
innovation and competitiveness.  Sustainable procurement should 
reduce waste which, in turn, reduces cost.

• Risk: Significant sustainability impacts should be identified and 
addressed as part of any comprehensive risk management strategy.
Identified risks may include, but are not limited to legal risks, 
financial liabilities, moral/ethical risks, security of supply risks, price
volatility risks and risks to reputation. An organization’s risk profile
will continue to evolve based in part on the rapidly changing 
environments and the growing public awareness and appetite for 
sustainable solutions.

• Increased stakeholder expectations and awareness: Generates 
greater pressure on organizations to consider the environmental, 
economic and social aspects of business and to implement 
sustainable initiatives. Organizations should recognize the need to
foster stakeholder goodwill and proactively and effectively address
expectations and concerns in regard to sustainable procurement. 

• Organizational policy commitments and targets: An expression of 
the culture, values, and vision by which an organization operates. 
This should be supported by procurement and reflected in 
procurement policy, strategy objectives, business practice and 
decision making.

(Cont’d)
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Public Procurement Practice

SPEND ANALYSIS

STANDARD

Procurement organizations should use spend analysis to leverage buying
power, reduce costs, provide better management and oversight of
suppliers, and to develop an informed procurement strategy.  Spend
analysis should include the identification, automated collection,
cleansing, grouping, categorization, and analysis of all spend data for
the goods and services purchased for the organization. 

Definition

Spend Analysis is the process of collecting, cleansing, classifying and
analyzing expenditure data from all sources within the organization (i.e.
purchasing card, eProcurement systems, etc.).  The process analyzes the
current, past and forecasted expenditures to allow visibility of data by
supplier, by commodity or service, and by department within the
organization.  Spend analysis can be used to make future management
decisions by providing answers to such questions as: what was bought;
when was it bought; where was it purchased; how many suppliers were
used and how much was spent with each; how much was paid for the item. 

Element 1.1:  Identify and Collect Spend Data2

Procurement should work to identify all spend data, internal and external, for the
organization.  Once spend data sources  are identified, the data should be collected and
automated.  Gathering spend data begins with:

n Creation and review of a spend data system map: Begin by understanding which systems
contain data required to create a complete spend record. As noted above, this map
should include both internal systems (e.g. ERP, e-Procurement, Accounts Payable) and
external systems (e.g. P-card).

n Performance of a spend data quality assessment: Examine the completeness of spend data,
identify additional data elements that might be required to create a detailed spend record
and  assess the accuracy and depth of existing data classifications

n Assessment of classification schema: Assess the number, type, and usefulness of
classification schemes currently used across the organization. Determine if existing
schemes can be consolidated or if underused schemes can be replaced. Also assess
whether existing schemes can be mapped to an industry standard scheme  to enable
analysis of organizational spend

n Review of data management processes: Understand existing procedures and systems used
for extracting, cleansing, and classifying spend data. Note which functions require spend
data and which resources actually perform the spend data management activities

n Review of data storage, reporting, and analysis capabilities: Examine how your organization
stores and analyzes spend data. Determine requirements for spend data access, types of
reports, and frequency of such requests. Ensure data is accessible and can be efficiently
analyzed and drilled into to meet the needs of decision makers.
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Public Procurement Practice

SPEND ANALYSIS

Element 1.2:  Cleanse, Group, and Categorize Spend Data
Once data is collected, it should be cleansed to remove any duplicates or errors, grouped, and
categorized.  These processes are necessary to insure accurate organization and correlation of
spend data and to enable actionable analyses.  

n Grouping and categorizing spend data should be done by adopting an internal taxonomy or
by adopting an industry-standard classification scheme. 

n Higher-level classification of spend at the category or supplier level is the first step in
grouping and categorizing spend data.  Examples include:  categorizing goods and services
that are being acquired; determining how many suppliers are being used for specific
categories; and how much the organization is spending on specific categories, in total and
with each supplier.

n Item-level detail of spend data enables a precise view of spending with each supplier and for
each commodity on an organizational, departmental, project, and buyer basis.

n Additional enhancements should also be applied to the collected spend data.  These include
but are not limited to:  contract terms, minority or women owned business status,
alternative parts data, industry pricing indexes, average selling prices, supplier financial risk
scores, performance information, lead times, inflation. 

Element 1.3:  Create Repeatable Processes (Automation)
Excellence in spend data management requires that spend data extraction, classification,
enhancement, and analysis activities be supported by automation and services that can
streamline existing procedures and make spending analysis a repeatable process. 

n Creating a repeatable process may require directly licensing automated data cleansing and
classification software or engaging consultants or other service providers that leverage such
solutions to deliver a turnkey spend data management service.  

n Procurement should seek to incorporate the knowledge of internal sourcing and commodity
experts into the automated system through the use of software engine rules and self-learning
capabilities. 

n Procurement should seek to generate automated monthly reports of the most current spend
data to ensure that the most current spend position of the organization is being considered
in new procurements.

Element 1.4:  Analyzing Spend Data
Regular analysis of collected spend data is necessary to support management decisions for the
organization, and better oversight of supplier relationships.  The analysis should:

n Assess whether the current procurement structure, processes, and roles are adequate to
support a more strategic approach to acquiring goods and services (e.g. whether cross-
functional commodity teams would provide more effective, coordinated management of
high-dollar, high-volume categories of goods, services, and suppliers on an on-going basis). 
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1 NIGP. (2012). Spend analysis.  In NIGP public procurement dictionary of terms. Herndon, VA: NIGP.
2 Adapted from Aberdeen. (2004).  Best practices in spend analysis: Cure for a corporate epidemic. Retrieved from www.aberdeen.com 
3 If spend data is in the custody of an external source or department (e.g. audit, finance), it is recommended to take a multiskilled team ap-

proach to gathering and compiling the data.
4 It is important to be mindful that some industry standard schemes were built to classify specific items at the lower levels, while others were

created to identify industry/ vendor classifications.
5 Aberdeen. (2004).  Best practices in spend analysis: Cure for a corporate epidemic. Retrieved from www.aberdeen.com
6 Op. cit. Aberdeen. (2004). 
7 “…there will continue to be needs for commodity managers to classify exceptions that cannot be managed by the system” (Aberdeen,

2004).
8 U.S. Government Accountability Office (GAO). (2004). Best practices: Using spend analysis to help agencies take a more strategic approach

to procurement.  Retrieved from http://www.gao.gov/new.items/d04870.pdf 
9 Specific targets listed here are based on research from the Aberdeen Group.  Aberdeen. (2004).  Best practices for spending analysis: Cure

for a corporate epidemic. Retrieved from http://www.unspsc.org/AdminFolder/Documents/3Q04-Minahan-
BP_Spend_Analysis_Rpt110304f.pdf

10 At a minimum data requested for a spend analysis should include accounts payable transaction data.  
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SPEND ANALYSIS

With the implementation of regular Spend Analysis, procurement should aim to use the 
data to:

n Reduce material and service costs through informed strategic sourcing strategies based on
the data

n Eliminate duplicate suppliers. (Reduction depends on previous efforts.)
n Improve contract compliance
n Use contract pricing to create savings 
n Meet regulatory reporting rules 
n Improve inventory management by cutting excess stocks
n Lower inventory costs
n Reduce expediting costs
n Improve product management by cutting unnecessary part introductions 
n Increase part reuse 
n Align design and supply strategies 
n Facilitate early supplier integration
n Reduce spend analysis project cycles 
n Refocus procurement professionals on strategic tasks

Background

Spend analysis is the first step in developing and achieving an overall
strategic procurement strategy for the organization.  When done
correctly, it allows the organization to identify opportunities to leverage
buying power, reduce costs, improve operational performance and
provide better management and oversight of suppliers, while improving
relationships with internal and external stakeholders.

Spend analysis begins with identifying sources for collecting spend
related data  for the organization.  These sources can be both internal
(i.e. procurement, financial, or logistics systems) and external (i.e.
procurement card).  Once data is collected it should be cleansed,
grouped, categorized and analyzed.  

Finally, the data should be updated regularly and the spend analysis
process should be performed on a continual basis to support decisions
on strategic sourcing and procurement management for the
organization.

(Cont’d)
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LEASE-PURCHASE DECISION

STANDARD

The decision to lease or purchase should be considered on a case-by case
evaluation of comparative costs and other factors.1 Procurement should
conduct a cost/ benefit analysis to determine the appropriate
contracting method. 

Definition

Lease-Purchase Decision is a decision based on the results of a
cost/benefit analysis of the costs to own, costs to lease, and the
advantages and disadvantages of any relevant qualitative factors. (ISM,
2000). 2

Element 1.1:  Factors to Be Considered
A cost-benefit analysis can take several forms, however, procurement (together with finance
and other stakeholders if appropriate) should consider all of the elements involved in the life
cycle of the equipment, including asset management and disposal issues. When making a
decision to lease or purchase, procurement should consider comparative costs and other
factors that, at a minimum, include:3

n Estimated time period the equipment is to be used and the frequency of use within 
that period

n Financial and operating advantages of alternative types and makes of equipment
n Cumulative rental payments for the estimated period of use
n Net purchase price
n Transportation and installation costs
n Maintenance and other service costs
n Availability of funds and cost of capital
n Potential obsolescence of the equipment because of technological improvements

The following additional factors should be considered, as appropriate, depending on the
type, cost, complexity, and estimated period of use of the equipment:

n Availability of purchase options
n Potential utilization of the equipment by others after its initial useful purpose has ended
n Trade-in or salvage value at the end of the lease term
n Imputed interest
n Availability and cost of a servicing capability, especially for highly complex equipment;

e.g., can the equipment be serviced by internal staff or other sources if it is purchased?
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LEASE-PURCHASE DECISION

Element 1.2:  Comparing Contracting Options
There are several options that may be considered when making a lease-purchase decision.
The cost-benefit analysis will help to identify and quantify the available contracting options.
Those options generally include:

n Purchasing  - may be the preferred option if:
1. The equipment is to be used for longer than three years
2. The agency does not have staff and systems to track assets and manage the 
lease with each supplier.

3. Funding is uncertain so that the full term of the lease cannot be met
n Lease-purchasing – may be the preferred option if:

1. The monetary value of the equipment is substantial and its useful life is longer 
than three years

2. The flexibility of spreading out payments would be beneficial
n Leasing – may be the preferred option if:

1. Replacement according to industry life cycles is needed4

2. There is a business need for rapid technological change
3. Agencies are undergoing downsizing or reorganizing
4. There is a business need for quick adoption of new technologies
5. The flexibility of spreading out payments and using operating funds 
(rather than capital funds) would be beneficial5

Element 1.3:  Calculations
Present Value6 – When comparing leasing and purchasing alternatives, the future monetary
value you would expend in a lease or lease-purchase contract must be converted to its value
in present monetary value in order to compare the real costs of each option. Calculating
Present Value can be used as an intermediate step to calculating Net Present Value (NPV).7

Net Present Value8 – When comparing cost of leasing and purchasing alternatives, it may be
necessary to calculate the total costs and benefits over the entire life of a project.  Net present
value analysis involves four basic steps.

n The first step is to forecast the benefits and costs in each year
n The second step is to determine a discount rate
n The third step is to use a formula to calculate the net present value
n The final step is to compare the net present values of the alternatives

Analysts should follow five general rules when forecasting costs and benefits:

n Forecast benefits and costs in today’s monetary value amount
n Do not include sunk costs
n Include opportunity costs
n Use expected value to estimate uncertain benefits and costs
n Omit non-monetary costs and benefits
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LEASE-PURCHASE DECISION

Costs and Benefits to Quantify9

* Staff costs include time spent on installation, maintenance, moves/adds/ changes, de-installation,
and disposal. Costs will vary depending on who is responsible for maintenance in leasing contracts.
** Procurement costs include procurement staff time spent on processing purchase orders, tracking
leased equipment, dealing with surplus equipment, etc.

Note: In the analysis, it is important to use Present Value calculations to equalize price comparisons.
Use the present value formula as a guide. Make sure that the time frames considered for all three
options are the same.

Element 1.4:  Choosing a Vendor
Selecting the right vendor is an important step in any procurement, however, it becomes even more
important when using a lease contract.  Because leasing companies range from equipment
producers to third parties, it is important that both sides understand each other and are committed
to the project.  At a minimum, the following should be considered when choosing a vendor:

n Financing options offered by the vendor
n The type of equipment that is being offered
n The services (e.g. maintenance, troubleshooting) offered by the vendor10

n The needs of the organization or end users
n Use of a Request for Information (RFI) or Request for Proposal (RFP)11

Element 1.5: Negotiating the Contract12
The negotiation process provides an opportunity to develop the specific details of the leasing
agreement and to select the best vendor.  The following should be considered:

n Develop a cross-functional team that includes: end-users, legal, finance, purchasing groups, and
any other areas that can lend their expertise, or may be affected by the procurement method

n Select specific members of the cross-functional team to be responsible for direct negotiations
with the vendor

n Ensure that all viewpoints from the cross-functional team are represented and considered in
the proposal review process

n Ensure that the length of the lease corresponds with the necessary life cycle of the
equipment and with the industry standard for life cycles

n Examine alternative contract scenarios and calculate cost impacts
n Ensure that accounting issues have been resolved for the type of lease contract that is being used 
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Purchasing Lease-Purchasing Leasing

n Equipment Price
n Residual value of

equipment
n Maintenance Costs
n Staff Costs*
n Procurement Costs**
n Disposal Costs

n Equipment Price
n Residual value of

equipment
n Maintenance Costs
n Staff Costs*
n Procurement Costs**
n Disposal Costs

n Equipment Price
n N/A equipment is

returned at end of lease
n Maintenance Costs
n Staff Costs*
n Procurement Costs**
n Disposal Costs
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LEASE-PURCHASE DECISION

Element 1.5: Negotiating the Contract12 (cont’d)
n Cover issues such as early termination or contract extension with all vendors
n Ensure that obligations are understood during the lease period (i.e. achieving residual value

at the end of the lease period)
n Decide what types of flexibility the end user may need within the contract (e.g. equipment

changes, options for increasing/ decreasing service levels) then negotiate for the most
important items

n Ask vendors to provide a copy of the lease agreement and review terms and conditions carefully

Element 1.6:  Managing a Lease Contract13
A lease contract must be closely managed during the course of the contract.  Failure to
implement appropriate controls and oversight will result in unnecessary charges and weaken
the effectiveness of the lease contract.  The following should be considered when managing a
lease contract:

n Assignment of regular staff to manage the lease contract through the term of the lease
n Track the life cycle of the equipment along with the financial plan for making lease payments.

This allows staff to ensure the terms of the lease are being enforced, and enables them to track
the utility of the lease contract and the ability of the vendor to meet business needs

n Develop a method to effectively track leased equipment to avoid additional charges when
returning equipment. Develop a method to effectively track problems with the equipment.
Early identification of potential problems reduces the risk of increased vendor charges

n Be able to measure the performance capabilities of the leased equipment and to identify cost
savings, improved efficiency, and other results due to the leasing strategy

n Make sure that the lease does not automatically renew, and that the leasing company does not
expect certain notification requirements about ending the leasing contract

n Prepare for the end-of-lease by having procedures in place to manage the transition of
equipment, whether it is new equipment from the same vendor, or if an entirely different
vendor or procurement method is chosen

(Cont’d)
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1 Federal Acquisition Regulations (FAR).. (2012). Subpart 7.401: Acquisition considerations. Retrieved from
https://www.acquisition.gov/far/html/Subpart%207_4.html.

2 National Institute of Governmental Purchasing, Inc. (NIGP). (2012).Public procurement dictionary of terms. Herndon, VA:NIGP.  Lease or Buy
Decision. Available from:  www.nigp.org.  

3 Op. Cit.
4 In order to obtain the most cost-effective lease, the lease term should align as closely as possible with the equipment’s recommended in-

dustry life cycle.
5 Government policy can often dictate when a leasing option is preferred (i.e. Public Funding Initiatives (PFI)  to build new hospitals and

schools have been prevalent in the UK and encouraged by the UK Government over recent years).
6 Texas Department of Information Resources. (1998). Lease v. purchase:  Guidelines for lease vs. purchase of information technologies.

Austin, TX: DIR.
7 Note:  Methods for calculating the more advantageous method of purchase will vary by type of procurement.  The most simple situation

would involve calculating Present Value, while more complex situations may require multiple calculations (e.g. Net Present Value), to arrive
at a decision.  Please consult with your local government accounting/ finance professionals to decide which formulas are acceptable when
calculating your specific scenario.

8 The Government Finance Officers Association (GFOA) offers comprehensive guidance on calculating NPV.  For more information see:  Michel,
G. (2001). Net present value analysis: A primer for finance officers.  Government Finance Review, February (2001), 28-31.  

9 Op. Cit.
10 By negotiating a lease contract that includes services, an agency can avoid contracting with a separate vendor for maintenance, thus avoid-

ing the cost of managing multiple vendor contracts. If internal staff was previously responsible for maintenance, staff maintenance costs can
be saved, and personnel can be freed for more complex, strategic work (Texas DIR, 1998).

11 An RFI can be less explicit than an RFP, but should still contain sufficient information so that responses address requirements accurately.
The RFP should include all expectations and relevant information about the needs of the agency. This is the best and often the only opportu-
nity for vendors to demonstrate their understanding of the needs and their ability to meet the needs in a cost-effective manner. Define the
requirements and expectations. Weights may need to be established in order to identify the most critical needs, but requirements should be
listed so that an effective comparison can be made between proposals (Texas DIR, 1998).

12 Texas Department of Information Resources. (1998). Lease v. purchase:  Guidelines for lease vs. purchase of information technologies.
Austin, TX: DIR.

13 Op. Cit.
14 Office of Management and Budget (OMB). (2012). Circular A 94 revised. Retrieved from http://www.whitehouse.gov/omb/circulars_a094
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LEASE-PURCHASE DECISION

Background

As responsible stewards of public funds it is up to procurement to
conduct proper analysis when making any purchasing decisions.  One
such decision, where proper analysis is required, is the lease-purchase
decision. The lease-purchase decision may be necessary when
considering the purchase of equipment or to support decisions to
initiate, renew, or expand existing contracts that would result in a series
of measurable benefits or costs extending for three or more years into
the future.14 In some public sector departments or organizations the
budgets might be fixed annually, therefore the cost analysis of a lease-
purchase analysis might be secondary to functionality and/or services
provided in a lease versus purchase decision. 

The way that individual procurements are conducted reflects how an
organization understands its needs and its current environment. The
advantages and disadvantages of certain procurements should be
weighed according to the situation, then a cost-benefit analysis should
be conducted to assist with the final determination of value. If done
properly and in the right situation, leasing can be cost-effective and
efficient. If done poorly or without due consideration, leasing will be
more expensive and harder to manage than an outright purchase or a
lease-purchase procurement.
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SPECIFICATIONS

STANDARD

Public procurement should understand the elements required to
accurately define, represent and fully express the requirements of the
requestor and should recognize that a specification may form a part of
a wider description of requirements.  The statement of requirements
must establish an accurate description of the need so that the potential
suppliers can provide acceptable solutions.

Definition

Specification:
n A precise description of the physical or functional characteristics of a 

product, service or combination; 
n A description of what the purchaser seeks to buy and what a bidder 

must respond to in order to be considered for award of a contract.

Specifications generally fall under the following categories: design,
performance, combination (design and performance), brand name or
approved equal, qualified products list and samples. Specifications may
also be known as a purchasing description.1

Element 1.1:  Specification Characteristics:
The characteristics of specifications for the provisions of services should state the outcome
that the user wishes to achieve and may contain elements of both design and performance.
(See: Element 1.2, 1.3).  Combination specifications also contain these elements and are often
used for complex requirements (See: Element 1.4). Specification characteristics:

n Are an accurate, clear, concise and unambiguous description of the product or service
including its process and use.  This must be written in language that is understood by
the target market.

n Must be relevant and objectively support the application or intended use.
n Must provide for maximum acceptable tolerances, enabling fair and equitable

competition at both manufacturing and distribution levels.
n Must allow for measurement, performance testing and acceptance or rejection upon

delivery or installation.
n Must allow for alternatives within reasonable and acceptable tolerance levels.
n Identify physical, functional, environmental and quality characteristics such as design,

size, weight, power capacity, output, or grade of component.
n Identify applicable commercial standards. For example, if using brand name or

equivalent, a specific manufacturer’s brand name might be cited to describe the
standards of quality, performance, etc. needed to meet the requirements of the
solicitation.  When a brand or make is identified, there must be a model for comparison
to an “approved equal” or better.2
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SPECIFICATIONS

Element 1.2:  Design/Technical Specification:

n A good design specification should be clear, consistent and exact.  Reasonable tolerances
should be included and should be non-restrictive to encourage competition. 

n A design specification provides explicit information about the requirements for a product
and how the product is to be assembled. 

n Design specifications should list minimum requirements and detail test, sampling and
inspection methods that will be used to ensure compliance with the specification.

n Design specifications may have to comply with industry standards. For example, many
pharmaceutical products are governed by British Pharmacopoeia for the UK and United
States Pharmacopoeia for the U.S.

n A design specification must include all necessary drawings, dimensions, terms, and
definitions of non-standard terms, and the materials used must be described in a manner so
that bidders will be able to logically discern cost, process of construction, delivery and
implementation of the requirements.  

n Design specifications should state the desired outcome. These specifications  carry a high
degree of risk for the buying agency as the buyer will be held responsible for design
omissions and related errors in the specifications.

Element 1.3: Performance/Functional Specification: 
n A performance specification describes a product or service that provides a general functional

recital of performance characteristics required to achieve an end result or outcome desired.
The specification should be capable of integrating with existing systems and be
interchangeable with parts, services or other basic elements of the operation’s or product’s
expected outcome.  

n Performance specifications provide the specific outcome that is required but not the method
to achieve that outcome.

n Performance specifications contain output and outcome measures and for this reason are
often referred to as outcome or output based specifications.  Output measures provide for a
series of outputs that deliver a desired outcome.  Outcomes should be measurable and
define benefits delivered so that corrective deductions may be applied, as applicable, if
service levels are not achieved.
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SPECIFICATIONS

Element 1.4: Other types of Specification:
Commercial Specification: 

n Are usually produced by a national or governing body such as the British Standards Institute
(BSI), the International Organization for Standardization (ISO) or the American Society for
Testing and Materials (ASTM). 

n Set out standards for the quality of materials that should be used, the quality of work needed
in production and any critical dimensions, chemical composition or allowable tolerances. 

n Are used in the production of commercial grade products3 which are sold by the
manufacturer to be more durable, more powerful or longer lasting, or to have a larger
capacity in comparison to its consumer grade product counterpart.  

n Are designed to meet a more demanding application, operating need, or requirements and
generally cost more versus the consumer grade product.  

n Are usually of a higher quality or are made of more durable materials, such as motors and
bearings being made of metal versus plastic, which are generally not visible to the end user
but result in longer product life expectancy and performance.

Combination Specification:

n A combination specification incorporates the features and functionality of a design
specification with the performance specification.4 This type of specification is widely used,
especially for complex requirements.

n A combination specification is often used when a single specification cannot adequately
describe the more complex products and services.

Element 1.5: Writing Specifications:
n Choose the appropriate type of specification for the identified requirement.
n Clearly identify the supplier’s obligations according to the type of specification chosen.
n Include essential characteristics and a clear statement of intended use.
n Explain all terms and conditions and compliance obligations.
n Provide a clear and consistent methodology for determining if all the requirements have

been met.
n Write plainly and concisely, avoiding acronyms and the use of clichés.
n Try to avoid assumptions.  If any assumptions are made they must be clearly stated in the

specification so that potential suppliers can accept or reject them.

Background

A specification may be contained within a wider requirements
description, such as a bid document.  The requirements description
usually describes what is needed by the organization rather than how
it is to be provided.   The intent of a good specification is to enable
suppliers and service providers to compare their products and services
against stated requirements that are presented on an equal basis.  It
will also allow the buying organization to competitively evaluate
solicitation responses and determine functional equivalency, if
appropriate. Sp
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1 NIGP. (2010). Public procurement dictionary of terms. Herndon, VA: NIGP.
2 NIGP. (2010). Op. Cit. Brand name (or equivalent) specification.    
3 NIGP. (2010). Op. Cit. Commercial grade product.
4 Pettijohn C. & Babich K.S. (2008).Sourcing in the public sector.  (2nd. Ed.). Herndon, VA: NIGP. 
5 Ibid.
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DEVELOPING EVALUATION CRITERIA

STANDARD

Before issuing the solicitation, procurement professionals and applicable
stake-holders must establish the criteria by which the resulting bids or
proposals will be evaluated.  Once the appropriate procurement method
is selected, criteria should be established to evaluate bids or proposals
for the most economically advantageous offer for the contracting
authority, or for the lowest price.1

Definition

Selection Criteria: Criteria that may be used to qualify a proposer/ offeror.
The criteria should determine whether or not the proposer/ offeror is
responsible and has the capability/ capacity to meet the requirements of
the solicitation and the subsequent contract. The proposer/ offeror must
possess the full capability and capacity to perform in good faith.  The
criteria may include criterion to assess the proposer’s/ offeror’s financial
condition, ethics, quality of services/ goods supplied, capability of
facilities/ equipment used to provide the good/ service, reliability,
management, experience, and technical ability.

Award Criteria: The criteria identified at the award stage must relate
directly to the goods, services or works to be provided. Award criteria
should evaluate the proposer’s/ offeror’s conformance to all material with
respect to the requirements, including all form and substance.  Public
bodies can award contracts on the basis of the most economically
advantageous tender or the lowest price.

Element 1.1:  Developing Evaluation Criteria
Development of the evaluation criteria will vary depending on the type of procurement
method that is being used, and may include the use of selection criteria, award criteria or
both.2 Generally, evaluation criteria may be established for either a single-step, or multi-step
procurement method.
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DEVELOPING EVALUATION CRITERIA

Selection Criteria (Qualification Criteria)

When a multi-step procurement method is selected, bidders/ offerors may be “qualified”
according to the selection criteria.  The selection criteria may include questions to determine
whether or not the bidder/ offeror is responsible and has the capability and capacity to perform/
deliver.  The selection criteria may include evaluation for: 

n Economic and financial standing (including bonding capacity and applicable insurances)
n Technical and professional ability
n Criminal history/ background/ reference checks (e.g. ensuring that the bidder/ offeror has

not been convicted of bribery, corruption, collusion, fraud, etc.).
n Quality of goods/ services provided
n Reliability (e.g. will the offeror be reliable, ethical, and faithfully complete the terms of the

contract?)
n Ethics (e.g. determined through reference checks, past performance evaluations, company

policy on ethics, etc.)
n Management practices and ability to perform
n Experience

Note: Cost is not a consideration during this phase.

Award Criteria

Award criteria may be used alone in a single-step procurement, or following the qualification
phase (See: Selection Criteria), of a multi-step procurement, to determine which bidder/ offeror
provides the most economically advantageous offer, to further determine the bidder’s/ offeror’s
ability to perform/ deliver as it relates to the contract.

Where resulting bids or proposals will be evaluated for the most economically advantageous3 offer,
award criteria must be linked to the subject matter of the contract and can include criteria for:

n Price
n Quality
n Technical merit4

n Aesthetic and functional characteristics
n Environmental characteristics
n Operational costs
n Cost effectiveness
n Service costs
n Technical assistance
n Delivery date and delivery period
n Period of completion
n Social considerations5

n Sustainability
n Innovation

Note: This is a non-exhaustive list based on the UK Procurement Regulations.6 Criteria may vary
based on the requirements of each contract and/ or local regulations, and the needs of the end user.
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SPECIFICATIONS

Element 1.2:  Weighting Criteria
Each criterion should be weighted to reflect its relative importance to the contracting authority.
The identification of criteria and weights must be carried out with care to ensure that the
contracting authority identifies the most advantageous proposal/ offer.7 To accomplish this task: 

n Weightings may be assigned a range that specifies a minimum and maximum weighting.  The
application of such weightings is up to the contracting authority and appropriate use may be
determined based on the subject matter of the contract.8

n When a decision to split the weightings between price and quality is made, it is best to decide
on an overall split between price and quality first, and then to allocate weighting to the quality
sub-criteria.

n When it is not possible to provide weights that are based on objective grounds, the criteria
should be listed in descending order of importance.

Element 1.3:  Notification of Criteria
Proper publication and notification of intended evaluation criteria, to potential proposers/
offerors will help the proposers/ offerors to meet the needs of the contracting authority.
Furthermore, proper publication and notification protect the authority from challenges on the
grounds that the criteria were chosen post notification to favor a particular proposer/ offeror.
Evaluation criteria and their associated weightings must:

n Be agreed to before the solicitation process begins.  
n Be published in the notice for the contract, or within the solicitation documentation, 

or both.9

n Not be changed once they have been advertised and notification has been sent to the
bidders.  If changes become necessary, all bidders must be notified of the changes.

Background

Establishing evaluation criteria is an important part of many
procurement processes.  When developed appropriately criteria should
determine whether or not the potential proposer/ offeror is suitable,
be directly related to the subject matter of the contract, and be clear
enough to ensure that the potential proposer/ offeror has an accurate
understanding of what is most important to the contracting authority.
Criteria and their assigned weights will vary by the type of good or
service that is being procured.  Extensive market and supplier research,
along with a full understanding of the subject matter of the solicitation,
will aid in the selection of the most appropriate evaluation criteria for
the particular procurement.
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1 Note:  For contracts subject to the European Procurement Directives, the rules regarding tender evaluation criteria are set forth in Regulation 30
of the Public Contracts (Scotland) Regulations 2006. (http://www.scotland.gov.uk/Publications/2006/11/16102303/tenderingprocess#a4)

2 Criteria may also vary depending on the type of service or good being purchased, characteristics of the marketplace, and/ or depending on the
needs and preference of the user.

3 Value for Money is defined as the optimum combination of whole life costs and quality (or fitness for purpose) to meet the customer's
requirements, and can be taken to be largely analogous with "most economically advantageous”. What constitutes the optimum combination of
whole life costs and quality will clearly differ from commodity to commodity and will depend on the outputs required from the procurement
exercises concerned. (Ibid.)

4 Including any special certifications or licenses required, warranties offered, and response times/ staffing levels.
5 Social considerations include positive action towards disabled persons, promotion of equality between men and women and promotion of

ethnic/racial diversity. They do not include “Buy Local” (Marineau, 2010).
6 For a detailed list of UK Procurement Regulations see www.mytenders.com
7 The criteria to determine the “most advantageous” offer will vary depending on the type of procurement that is being considered.  For example, in

some procurements quality may be more important than price, therefore criteria should be weighted to reflect the relative importance as it relates
to the specific procurement.

8 Under EU Procurement Regulations, when awarding a contract on “most economically advantageous tender”, the criteria must be listed in the
original contract notice or in the invitation to tender and the criteria must be weighted either as an exact number (eg price: 25%) or within a
meaningful range (eg price: 20%-30%) (Martineau, 2010).

9 Under EU Procurement Regulations all criteria (including any sub-criteria) and all weightings must be set out in the OJEU notice and/or the contract
documents. The circumstances in which changes can be made at a later date are very limited, and generally not possible (Martineau, 2010).

© 2012 CIPS and NIGP
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OUTSOURCING

STANDARD

Procurement professionals should take the lead in outsourcing activities
by identifying services that could best be fulfilled through the
outsourcing process.1 During the decision making stage, it is the
responsibility of the procurement team to ensure that the process is
competitive, fair, transparent, and capable of delivering the best value
for the public.

Definition

Outsourcing: An informed decision by an organization to contract outside
of the organization for a product, service or business process that had
previously been provided internally (in-house).2

Element 1.1: Considerations in Outsourcing
The following should be considered when outsourcing:3

n Determine which activities can and should be outsourced4

n Select the right vendor
n Write an appropriate contract for the particular outsourcing arrangement 
n Examine internal personnel issues5

n Appropriate controls over the outsourcing activity
n Examine potential hidden costs of outsourcing (e.g. transportation costs, security of

supply, and maintenance of the new contract)
n Plan an exit strategy (i.e. vendor switch or reintegration of an outsourced activity)

Element 1.2: Factors Affecting the Success of Outsourcing
There are many factors affecting the potential success or failure of outsourcing such as:6

n The degree of efficiency in the in-house service
n An understanding of the true objectives (e.g. needs of the end user, customer

satisfaction, cost-savings, and efficiency and effectiveness of the process/ operations)
n The extent to which customers’ needs are already being met
n Overarching legislative provisions and regulations which may affect outsourcing7

n The process used to determine the service provider or vendor, and the outsourced
requirement specification

n Understanding the real benefits the outsourced vendor will bring to the table
n A well written and properly managed contract, (e.g. a service specification which

includes service descriptions and levels)
n The service level agreements reflecting the objectives of the outsourcing
n Regular review of performance against both the service level agreements and/or

performance indicators throughout the duration of the contract 
n Actively managing the ongoing relationship
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OUTSOURCING

Element 1.3: Benefits of Outsourcing
Some benefits of outsourcing may include:8

n Expertise – The level of service may be substantially better than that previously
provided if the right contractor is selected for the outsourcing. 

n Resources – The contractor has probably been providing the service over a period of
time, and to a range of organizations, which means they are likely to have expertise and
experience beyond that of an in-house provider.  Furthermore, the contractor may be
able to invest more in training and development than is possible in-house.

n Compliance with Standards – Compliance to and knowledge of industry standards
may be improved when outsourcing.  

n Transference of Responsibility – Responsibility for work progress and quality, with
proper controls, can be handed over to the contractor, thereby giving the organization
greater freedom to concentrate on core internal processes.9

n Cost Savings - A specialist contractor should be able to more readily provide the
benefits of economies of scale, bulk buying and the lessons learned through experience
of how to produce more cost-effective performance of the work. 

Element 1.4 Challenges of Outsourcing
Challenges associated with outsourcing may include:
n Time and Effort – The time required to choose a contractor and ensure that the

obligations entered into both by the contractor and the organization will be significant.
In order to be truly effective, time will have to be allocated accordingly.

n Losing Key Skills or Equipment – The outsourcing organization may lose the skills of
internal experts and/or equipment that was established over the years and, as a result, the
organization may become too dependent on the contractor.

n Overlooking Policy Issues and Unintended Consequences – If the outsourced, non-
core business area is handed over to the contractor to manage the organization may lose
sight of policy issues and/ or unintended consequences that are relevant to that area of
business.10 The outsourcing organization must make the necessary effort to establish
procedures for regular meetings and reviews with the contractor to ensure the
satisfactory progress for both parties of the outsourcing exercise. 

n Legal Liabilities – There is a risk of the outsourcing organization being held liable in
law for the actions of the contractor when they are done in the organization’s name.
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OUTSOURCING

Element 1.5:  Essential Features of a Public Outsourcing Process
The outsourcing process must be competitive, fair, transparent, and capable of delivering 
the best value for the public. When a potential outsourcing opportunity is identified, the
outsourcing process should embrace the following work flow:
n Comprehensive Change Management Principles – The outsourcing strategy must be

underpinned by sound change management principles.  This is particularly important in
respect to those staff providing the in-house service.11

n Comprehensive Risk Assessment – This assessment should include public interest,
safety, health and security.

n Requirements Determination – An evaluation and statement of what is needed, when
it is needed and how much is needed.  This may include historical usage, future need,
program objectives, trends, demand analysis, market analysis, the use of software or
other forecasting tools, with the objective of satisfying the need.

n Sourcing – A fair and transparent process leading to the selection of a
supplier/contractor whose costs, qualities, technologies, timeliness, dependability and
service best meet the established requirements.12

n Vendor Performance and Accountability – Specific, measurable performance criteria
including service level agreements, performance indicators, and reporting requirements
that are included in the contract.   Customer satisfaction surveys that are distributed and
reviewed on a regular basis can provide valuable insight of the vendor’s performance and
accountability.

n Post-award Contract Administration – Management actions taken to assure full
compliance by the supplier/contractor with the contract terms and conditions including
price, vendor performance and accountability criteria.  Contract administration includes
payment, monitoring of progress and performance, inspection and acceptance, quality
assurance, modifications, negotiations, contract closeout and other activities.

n Communication – A continuous flow of information throughout the outsourcing
process from the public entity to employees, the public and potential contractors, before
and after contract award (See Practice:  Transparency in Public Procurement).

Background

In the public sector, outsourcing is the “contracting out” of functions
that historically have been provided by public employees. The belief
that there are functions which are best performed by the private sector
is not new. Often, non-core functions (e.g. janitorial operations) may be
considered for outsourcing.  However, at times it may become
necessary to outsource core functions (e.g. information technology).
Moving these functions from the public to the private sector requires a
fair and open process in the public’s best interest.13
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1 CIPS. (n.d.). Outsourcing. Retrieved from www.cips.org 
2 NIGP.  (2012).  Outsourcing. In NIGP Dictionary online.  http://www.nigp.org/eweb/docs/education/OnlineDict/DictO.htm
3 Adapted from Barthelemy, J. (2003). The seven deadly sins of outsourcing. Academy of Management Executive, 17(2), 88-99.
4 The easiest and most suitable activities to outsource are: resource-intensive and relatively discrete processes that require specialist 

competencies; activities characterized by fluctuating work patterns, quickly changing markets, and rapidly changing technology; activities
that require expensive investment (Lysons and Farrington, 2006).

5 This may include the examination of internal capability and capacity to end user expectations, and/ or the ability to manage the contract when
the decision to outsource is made.   In Europe and the UK this also includes consideration of TUPE regulations as it relates to personnel who
are affected by the outsourcing process. For more information on TUPE please visit http://www.acas.org.uk/index.aspx?articleid=1655

6 Op. cit. CIPS. (n.d.)
7 e.g. OMB Circular A-76 (United States); TUPE Regulations (United Kingdom).
8 Op. cit.. CIPS. (n.d.)
9 Both the responsibilities and liabilities for the vendor and the organization should be defined and expressly written in the contract.
10 Unintended consequences may include social or economic impacts, decline in quality of service, etc.
11 Op. cit. CIPS.  (n.d.)
12 Note:  local laws may allow for the in-house workforce to be included in the competitive process (bid against the private sector).
13 NIGP. (2012). position paper on  outsourcing in the public sector. Herndon, VA: NIGP.
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TECHNOLOGY IN PUBLIC PROCUREMENT

STANDARD

Procurement professionals should identify and implement technology
that aides the procurement process and supports the overall strategy of
the organization. The technology should create measureable results
(linked to Return on Investment) including, reduced transaction costs,
improved process efficiency, a reduction or elimination in “maverick
spending”, increased contract compliance, improved transparency,
reduced cycle times and improved inventory costs.  Technology can also
increase supplier access to bid opportunities which can result in
increased competition, diversity and inclusion of suppliers.1

Definition

Procurement Technology helps accelerate business improvements.2 It
allows for the making, modification, usage, and knowledge of tools,
machines, techniques, crafts, systems, or methods of organization, to solve
a problem, improve a pre-existing solution, achieve a goal, or perform a
specific function in relation to procurement and the procurement process.  

Element 1.1:  Types of Procurement Technologies
Technology in procurement is a broad topic.  Technologies that are currently available
include, but are not limited to:3

n E-commerce; more specifically– e-sourcing, e-procurement, e-purchasing, e-auctions, e-
tender, electronic payment solutions

n Marketplaces/business exchanges
n Contract registers/databases
n Knowledge portals/supplier databases
n Business intelligence
n E-invoicing/e-payables
n ERP (Enterprise Resource Planning) systems
n MRP (Materials Resource Planning)/Inventory systems
n EPOS (Electronic Point of Sale)
n Bar coding/RFID (Radio Frequency Identification)
n Intranets
n Extranets
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Element 1.2: Benefits of Technology
Technology in procurement can offer many benefits, especially if they are implemented as
part of an overall strategic plan (See also:  Practice:  Strategic Planning). Some of these
benefits include but are not limited to:
n Reduction of time and costs associated with the process (e.g. reduction of the number

of invoices submitted and therefore a reduction in the level of time and effort to match
and pay the invoice).

n Collaboration with suppliers that can improve performance, product and costs.  
n Accurate and Instant Information Flows provide information on the organization’s

total spend, suppliers, and inventory that can be retrieved and analyzed to improve
procurement decisions.  This helps to reduce stock levels, create savings, and further
improve communication with the suppliers who will no longer have to rely solely on
forecasts.

n Improved Management of existing contracts, suppliers, and improved work flow
managements (e.g., approval and release of orders, etc. in real time).

n Risk Reduction in terms of the organization’s exposure to financial risks and other types
of risks (e.g., using the technology to decrease the amount of late payments to suppliers).

n Increased Competition, Diversity, and Inclusion. The use of technology can increase
potential suppliers’ knowledge of, and access to open solicitations, thereby increasing
competition, diversity, and inclusion.

n Transparency. Technology allows greater access to the procurement process for
procurement professionals, suppliers, and the public, thereby increasing transparency
(See Practice: Transparency in Public Procurement).

n Improved Audit Capabilities. Technology contributes to improved information flow
and data collection resulting in improved auditing capability.

Element 1.3: Considerations Before Implementing New Technology
There are many benefits to introducing any of the technologies stated in Element 1.1.
However, at a minimum, the following should be considered prior to implementing new
technologies:4

n Decide the objective before choosing a technology. Before selecting a technology tool,
consider the organization’s objectives, and then select the appropriate tool based on
those objectives to maximize the return on investment.

n Early process reengineering. Business processes must be examined and “fixed” before
applying technological solutions.

n Strong focus on user adoption. Train all stakeholders in the change management
process that will be necessary to achieve the benefits of technology implementation.

n Involvement of all affected stakeholders in system implementation. Gather input
from all internal groups and affected stakeholders.  This will contribute to a smooth
implementation of the new technical challenges.

n Consider the risks. Depending on the type of technology chosen for implementation,
there may be risks associated with that technology (e.g. data security, failure of the
supplier, internet access and security, and the amount of expertise/ experience the
organization has available to implement the new technologies).  These risks should be
analyzed and assessed prior to implementing the technology so that a plan to eliminate
or mitigate such risks can be formulated.

n Define and reinforce metrics. Metrics to measure costs, process efficiency, and
performance of the technologies and processes should be clearly defined.  Where
possible, link the incentives for both the organization and stakeholders to these metrics.
(See also:  Practice:  Performance Metrics).

n Return on Investment. A cost-benefit analysis should be performed to determine whether
or not the technology will be able to produce a quantifiable return on investment.

n Availability of Training. Training on any new technology should be provided to employees
in order to obtain the maximum return on investment and full implementation.
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Element 1.4 Best Practice Uses For Technology
The following is a checklist of best practices to implement the use of technology in procurement:5

n Integration of financial system with procurement system to allow for verification of funds
prior to the order release.

n Automated process flows for approvals.
n Enable the organization to receive electronic requisitions.
n Preparation of solicitations from requisition information.
n Utilization of “push technology” to notify potential bidders/ offerors of available opportunities.
n Preparation of bid tabulations and bid analysis reports.
n Preparation of proposal evaluation reports.
n Preparation and distribution of notices of award.
n Use of a commodity/ service code structure to group and track purchases.
n Automated production of purchase orders for standard inventory items.
n Accumulation of usage data for contract items.
n Track orders released against contracts.
n Implementation of supplier performance reports that reflect customer

satisfaction/dissatisfaction, etc.
n Automate recording and updates to the purchase history.
n Track the status of requisitions and purchase orders.
n Production of essential management reports and summaries.
n Inclusion of contract administration functionality within the technology.
n Use of e-commerce to source and order goods and services online.
n Acceptance of electronic informal quotes.
n Acceptance of formal competitive sealed bids.
n Provide electronic catalogues to the user departments.
n Use of reverse auction processes for high-volume, standardized commodities.
n Use of online surplus auction services.
n Use of solicitation development software with process flow, templates, library of clauses,

approval process, etc.
n Online posting of purchasing, award, and contract information for transparency purposes.

Background

As the procurement function of many organizations is becoming more strategic,
procurement technology allows for a process re-design that makes the
procurement process open with improved accountability, transparency and
reporting capabilities; thereby speeding up the procurement cycle and providing
greater access to more opportunities for suppliers. 

Whatever the technology, consider integration between solutions, obtaining
accurate  information to create accurate  reports, project planning and looking at
the end-to-end process. It is important to remember within the procurement
function that savings come from the goods and services that are bought and how
the goods and services are paid for.  Technology is a tool that can facilitate this
process in a more efficient and effective way.

The use of technologies is not a substitute for the development of comprehensive
and robust strategies.  Technology only facilitates the development and delivery
of a good strategy.6
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1 Adapted from Aberdeen. (2005).  Best practices in e-procurement: Reducing costs and increasing value through online buying. Boston, MA:  Aberdeen Group. 
2 Purch Tips – Edition #164. 2008. Procurement Technology Success Secrets. Charles Dominick, SPSM.  Retrieved from

http://www.nextlevelpurchasing.com/articles/procurement-technology.html.
3 CIPS. (n.d.). Technology in purchasing. United Kingdom: CIPS.
4 Adapted from Op. cit, CIPS.  (n.d.), and Op. cit. Aberdeen.  (2005).
5 Adapted from NIGP’s Outstanding Agency Accreditation Award criteria (2009).
6 Adapted from Op. cit. CIPS. (n.d.).
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