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WWales is a small country with a population of just 
over 3 million people. Whilst Wales is part of 
the united Kingdom, it has its own parliament 
(the national Assembly for Wales) and its own 
government (the Welsh Government). The 
Welsh Government is responsible for both po-
licy and arranging service delivery in relation to 
a wide range of devolved matters. Healthcare, 
housing, education, planning, transport, 
economic development and local government 
are all devolved.

The Welsh Government delivers public ser-
vices through a range of public organisations, 
including councils, local health boards, hous-
ing associations, police and fire authorities 
and national parks. Wales has over 800 public 
bodies, which provide some services directly 

and others through contracts with private and 
charitable sector organisations. (See Figure 1) 
total public spending in Wales is approxi-
mately £27,000 million per year of which ap-
proximately £5,500 million per year is used to 
buy goods and services. The bulk of procure-
ment spend takes place in local government 
and the national Health service.

Public spending in Wales is considerably 
higher than in some other parts of the united 
Kingdom. spending on public services rep-
resents a very significant component of the 
Welsh economy, amounting to approximate-
ly 50% of Welsh Gross Domestic Product 
(GDP).

Welsh public bodies have some significant 
advantages as they seek to procure goods and 
services. They are small enough to have a good 
understanding of local needs and have in-
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depth knowledge of the experience and skills 
available in local labour markets. However, 
the localised nature of procurement in Wales 
results in risks and challenges to the Welsh 
public finances. These include:

economy of scale many of the contracts let 
by individual Welsh public bodies are small 
volume, low value contracts. These contracts 
are often not attractive to medium-sized and 
large private sector suppliers. The level of 
competition for these contracts is often very 
low and the prices bid are often significantly 
higher than the wider market average. conse-
quently, individual Welsh public bodies often 
fail to achieve good value for money in the 
market, unless they procure jointly with other 
public bodies.

lack of professional procurement experience 
and expertise many Welsh public bodies are 
relatively small but are responsible for procur-
ing a wide range of different goods and servic-

es. some procurements (e.g. in health, social 
care, waste management) require specialist ex-
pertise. smaller public bodies cannot employ 
procurement specialists for all the services that 
they are responsible for procuring. some do 
not employ any procurement specialists. For 
complex procurements, many Welsh public 
bodies have difficulty specifying their procure-
ment requirements, evaluating tenders and 
managing contracts.

A review commissioned in 2012 by the 
Welsh Government found that there was sig-
nificant variance between types of public body 
in the availability of specialist procurement 
staff resource. The national Health service 
employed one procurement specialist for eve-
ry £4.5 million of procurement expenditure, 
whilst the Welsh Government employed one 
procurement specialist for every £21.4 million 
of procurement spend. The review concluded 
that public bodies in Wales should have a 

Figure 1

AnnuAl welsh public sector procurement spend – percentAge by sector

Source: Welsh Local Government Association
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minimum of one procurement specialist for 
every £10 million of procurement spend.1 (See 
Figure 2)

The procurement expertise available to 
large private sector tenderers means that these 
organisations often have an inherent advan-
tage when negotiating with the public sector.

ReLiAnce on consuLTAnTs

With a lack of procurement specialists, many 
Welsh public bodies place heavy reliance on 
external consultants to guide them through 
the procurement process, from project de-
sign to establishing contract management 
arrangements. consultancy services cost the 
Welsh public sector approximately £180 
million per year. However, the quality of the 

consultancy delivered is variable. Welsh public 
bodies are not always able to evaluate whether 
consultants have the knowledge and expertise 
to deliver successful projects. There are many 
examples of public bodies managing consultants 
poorly, leading to cost and time over-runs.

Risk of coRRuPTion And coLLusion

many of Wales’ public bodies serve very 
small communities, and many contracts are 
awarded to locally based suppliers. Whilst 
this can benefit the local economy and labour 
market, the risk of corruption and collusion 
is increased. many public officials, including 
those involved in procurement, have social 
connections, or even financial interests, in lo-
cal suppliers. There is a significant risk of local 

Figure 2

AverAge public procurement spend in 2012 per speciAlist public sector 
procurement stAff member (£ million)

Source: Maximising the impact of Welsh Procurement Policy - John f Mcclelland, cBe, August 2012
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suppliers colluding to drive up prices. locally 
based consultants, supporting the design and 
letting of public contracts, may have been 
engaged previously by the suppliers who will 
bid for them. in June 2013, the uK’s national 
Fraud Authority published estimates of the 
cost of fraud to the uK economy. it estimated 
that procurement fraud against the uK public 
sector is worth approximately £2.3 billion per 
annum and is the highest value category of 
fraud in both central and local government.2 
(See Figure 3)

in common with most european countries, 
Wales is facing huge pressure to improve effi-
ciency and reduce the cost of public services. 
many Welsh public bodies are seeking to out-
source services, hoping to use private sector 
competition to drive up value for money. The 
value of goods and services being procured by 

Welsh public bodies is therefore increasing. 
However, they are only likely to achieve the ob-
jective of improved value for money if they ad-
dress the challenges and risks we have described.

THe WeLsH GoveRnMenT ResPonse

The Welsh Government recognises that it needs 
to create a national procurement framework to 
address the challenges faced by Welsh public 
bodies. it has been working to achieve this 
objective for several years.

in 2002, the Welsh Government established 
‘Value Wales’ as the procurement arm of the 
Welsh Government with the objective of:

•	increasing savings through collaboration;
•	improving process efficiency, especially 

through the use of technology;

Figure 3

estimAted AnnuAl cost of frAud within locAl goverment, by frAud type  
(£ millions)

Source: national fraud Authority 2013
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•	enhancing the economy by encouraging 
smaller and more local suppliers and seeking 
re-investment in local communities; and

•	building procurement capability.
Value Wales has been integral to the Welsh 

Government’s efforts to improve procurement 
in the Welsh public sector and realise improved 
value for money. it is responsible for shaping 
policy, monitoring practice, supporting and 
advising professionals, developing the procure-
ment profession, and compliance with eu 
regulations. Value Wales provides guidance and 
a range of services including the ‘Procurement 
route Planner’ (http://prp.gov.wales). The 
planner provides clear guides to buying goods 
and securing services and national e-procure-
ment services for both buyers and sellers.

in 2010, Value Wales, secured £5.7m fund-
ing from the european social Fund conver-
gence Programme towards an £11m, five year 
project to improve procurement across public 
services. The overall aim of this project, called 
‘transforming Procurement through Home-
Grown talent’, was to raise procurement skills 
and capacity in Welsh public services. The ob-
jectives of the project were to:

•	recruit new talent for the procurement 
profession in Wales;

•	create a cadre of trained and experienced 
officials – drawn from both new graduates 
and existing staff – to become procurement 
leaders of the future;

•	Provide a procurement training and men-
toring programme, which integrated 
leadership and management and 
procurement-specific training; and

•	Provide a series of cross-public service 
placements for new recruits, to enable 
them to deliver projects and complete 
assignments specific to procurement.

in november 2015, the Welsh Government 
published a detailed evaluation of the project, 
which found that the objectives of the project 
had largely been achieved.3

in 2006, the Welsh Government set up an 
information source and procurement portal 
(www.sell2wales.gov.wales) for public sector 
bodies. The portal advertises the availabil-
ity of public contracts and provides suppli-
ers with access to contract opportunities. The 
Welsh Government expects all Welsh public 
sector bodies to advertise all contracts over 
£25,000 and publish their forward contract 
programmes through sell2wales. The initiative 
was designed to encourage greater competi-
tion within the market, and improve value for 
money in procurement. it also reduces the risk 
of supplier collusion in local markets.

in February 2012, the Welsh Government 
commissioned an external review into how to 
strengthen the impact of Welsh procurement 
policy. The review gave a detailed critique of 
procurement strategy and delivery by Welsh 
public bodies and set out 28 recommenda-
tions for improvement.4

in December 2012, the Welsh Government 
responded to the review in a Wales Procure-
ment Policy statement5 setting out its expec-
tations of how the Welsh public sector bodies 
should carry out procurements. The document 
identified nine key principles of Welsh public 
procurement policy and what the Welsh Gov-
ernment and Welsh public bodies should do 
to comply with these principles.

Key Principles of Welsh Procurement 
Policy
�Procurement should be recognised and 

managed as a strategic corporate function.
�Procurement should be professionally re-

sourced.
�[Assessment of ] value for money in pro-

curement should [include consideration 
of ] economic, social and environmental 
impact.
�Delivery of added value through commu-

nity benefits policy must be an integral 
consideration in procurement.
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�Procurement should be conducted through 
open, accessible competition.
�Procurement processes should be open 

and transparent and based on standard ap-
proaches and use of common systems that 
appropriately minimise complexity.
�Areas of common expenditure should be 

addressed collectively using standardised 
approaches and specifications to reduce 
duplication, to get the best response from 
the market, to embed best practice and to 
share resources and expertise.
�Dialogue with suppliers should be im-

proved to help get the best from the market 
place, to inform and educate suppliers, and 
to deliver [maximum] value for money.
�Procurement performance and outcomes 

should be monitored to support continu-
ous improvement, and examples of good 
and poor practice openly shared.

The Welsh Government is currently im-
plementing the measures set out in the Wales 
Procurement Policy statement. some of these 
measures are particularly noteworthy.

The Welsh Government established a na-
tional Procurement service (nPs), which 
became operational in november 2013. The 
nPs brings together public sector purchas-
ing power of over £1bn, representing 20% 
to 30% of the Welsh annual expenditure in 
common and repetitive spend. over 70 Welsh 
public sector organisations have made a five 
year commitment to use the nPs. The Welsh 
Government has set a target for the nPs to 
save £25 million per year.

Also in 2013, the Welsh Government began 
a ‘Procurement Fitness check’ programme in-
tended to cover all Welsh public sector bodies. 
The fitness checks measure the development 
of procurement in individual public bodies. 
issues covered include leadership and govern-
ance, strategy and objectives, collaboration, 
contract and supplier management, purchas-

ing processes and systems performance man-
agement and capability. The process results in 
an agreed report with recommendations. Pub-
lic bodies are required to formulate improve-
ment plans to address the recommendations 
made.

in september 2014, the Welsh Government 
established the Wales Procurement board. 
its purpose is to ensure Welsh public bodies 
follow best practice in public procurement 
policy. The board is made up of representa-
tives from across the public sector in Wales, 
including the Welsh Government, local au-
thorities, the nHs, higher and further educa-
tion, and police and fire services. it focuses on 
encouraging all Welsh public sector bodies to 
adopt the procurement principles set out in 
the Wales Procurement Policy statement. The 
board also oversees the work of Value Wales.

in June 2015, the Welsh Government is-
sued a revised and updated Wales Procure-
ment Policy statement. The new statement 
adopts the definition of procurement devel-
oped by the uK Government’s sustainable 
Procurement taskforce:6

“the process whereby organisations meet 
their needs for goods, services, works and utili-
ties in a way that achieves value for money 
on a whole life basis in terms of generating 
benefits not only to the organisation, but also 
to society and the economy, whilst minimising 
damage to the environment”.

Whilst the Welsh Government has worked 
to develop and improve public procurement 
in Wales, as a devolved administration, it did 
not have the power to legislate for public pro-
curement. This has been a significant obsta-
cle to the regulation of public procurement 
practice. in July 2015, the uK Government 
gave Welsh ministers the power to legislate 
for public procurement in Wales.7 The Welsh 
Government is currently drafting legislation 
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to support the Wales Procurement Policy 
statement. The early priority is to require all 
Welsh public sector bodies to apply a commu-
nity benefits approach to procuring contracts 
of over £1 million. such an approach requires 
contracting authorities to take any wider com-
munity benefits, realised because of the pro-
curement, into account when considering the 
value for money of tenders.

THe ResPonse of THe AudiToR 
GeneRAL

The Auditor General for Wales (Auditor Gene-
ral) is responsible for the audit of most public 
bodies in Wales and therefore has a key role to 
play in ensuring that procurement challenges 
and risks are being effectively addressed and 
managed.

As the auditor of the Welsh Government, 
the Auditor General’s role includes assessing 
and reporting on the implementation of the 
Welsh Government’s national procurement 
policy, and whether related actions are achiev-
ing their objectives. The Auditor General is 
currently reviewing procurement in Wales, 
considering whether Welsh Government 
initiatives are improving standards, increas-
ing professionalism and promoting value for 
money in procurement. The Auditor General 
expects to publish his findings in 2017.

As the auditor of local public bodies in 
Wales, the Auditor General is very well placed 
to identify and report on common themes and 
issues that affect procurement practice. Where 
the Auditor General identifies a common 
theme, he may publish a national report that 
highlights the issue and makes recommenda-
tions on how the matter can be addressed. 
recommendations may be at a national or a 
local level. in 2013, the Auditor General pub-
lished his findings of such a review relating to 
the procurement and management of man-

agement consultants. local audit work had 
identified that this was frequently a poorly 
managed area. The Auditor General’s national 
report concluded that:

•	there is scope for the Welsh public sector 
to save some £23 million each year by 
adopting better procurement practices in 
appointing management consultants;

•	few public bodies had a robust strategy 
for the procurement and management of 
consultants;

•	there was little collaboration between 
public bodies in the procurement and ma-
nagement of consultancy services;

•	public bodies were failing to follow good 
practice in the procurement and manage-
ment of consultancy services;

•	the quality of records in support of 
consultancy services projects was generally 
poor;

•	there was an absence of robust systems 
for assessing the need for consultants and 
specifying the requirements;

•	contract management during the delivery 
of consultancy projects was weak in many 
public bodies; and

•	public bodies did not routinely evaluate 
the benefits of, or learn the lessons from, 
their use of consultants.8

The Auditor General also has a statutory 
role when auditing the financial statements of 
all local government and health service bodies 
in Wales. He must satisfy himself that audited 
bodies have in place proper arrangements to 
secure economy, efficiency and effectiveness 
in their use of resources. Auditors, working 
on behalf of the Auditor General, examine 
whether the arrangements public bodies put 
in place to procure goods and services are ro-
bust, effective and designed to prevent fraud 
and corruption. Audit reviews of procurement 
processes often identify deficiencies and poor 
practice. These matters are reported to the au-
dited body with recommendations to enable 
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the audited body to improve its procurement 
practices going forward.

The Auditor General is acutely conscious 
that procurement is an area susceptible to cor-
rupt practices, though he is not responsible for 
detecting corrupt practices. Auditors working 
on his behalf actively consider whether audit-
ed bodies have good arrangements in place to 
mitigate the risk of procurement corruption. 
These arrangements include systems and pro-
cesses to record and manage the outside in-
terests of employees, gifts and hospitality and 
arrangements for the scrutiny of single-tender 
procurements.

The Auditor General also uses data-match-
ing to identify any undisclosed interests public 
sector employees and members of their fami-
lies might have in organisations seeking to 

supply goods and services. This data-matching 
exercise forms part of the national Fraud ini-
tiative (nFi), which matches data within and 
across public bodies in the uK for the purpose 
of preventing and detecting fraud and corrup-
tion. The Auditor General administers nFi in 
Wales.

Procurement continues to be an area where 
public bodies can achieve greater value for 
money. collaboration and increased profes-
sionalisation of processes will increase the 
likelihood that public procurement will de-
liver reduced costs and appropriate service 
quality. The Auditor General will continue 
to examine public procurement through lo-
cal studies, national studies and in response 
to issues identified by auditors, politicians and 
members of the public.
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