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4 December 2013 

 
Dear Maureen 

 
Procurement Reform (Scotland) Bill – Financial Memorandum 

 
The Committee issued a call for written evidence on the FM on 16 October 2013. 17 
responses were received from organisations representing procurement interests 
within local authorities, the NHS, the further and higher education sector and the 
social housing sector. The submissions received can be viewed on the 
Committee’s webpage.1 
 
Issues identified in written evidence 
Responses to the call for evidence which raised some concerns about the Bill came 
from three areas; local government, higher education and the Scottish Federation of 
Housing Associations. The concerns raised, and the responses of the Bill team to 
those concerns, are set out below. 
 
The Scottish Local Government Procurement Forum (and some individual local 
authorities) identified further additional and unaccounted for costs in relation to— 
 

 Strategic and operational administration costs 

 Administration costs to embed new requirements and  track resulting 
benefits 

 Costs to third party suppliers with the addition of community benefits and 
sustainability requirements 

                                                           
1
 http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/68911.aspx 

http://www.scottish.parliament.uk/S4_FinanceCommittee/Procurement_Reform_FM-_call_for_evidence.pdf
http://www.scottish.parliament.uk/parliamentarybusiness/CurrentCommittees/68911.aspx


 Unknown costs associated with any new guidance issued by the Scottish 
Government. 

 
Asked about how these concerns could be addressed, the Bill team set out that their 
discussion with COSLA on the Bill resulted in some specific requests from COSLA 
about keeping arrangements under review but that their understanding is that 
COSLA is “relatively  comfortable” with the Bill as drafted. The Bill team also outlined 
that— 
 

“Our intention to keep the arrangements under review is in line with COSLA’s 
request. If what we have delivered has the negative impact that Aberdeen City 
Council has described, ministers will have the flexibility to adapt their approach 
quite quickly either by changing the substance of what public bodies are asked 
to do or by varying the thresholds at which the requirements apply.” 

 
In terms of costs, the SFHA highlighted additional costs that may arise for housing 
associations as a result of the Bill. Noting that its members have not undertaken 
Procurement Capability Assessments as part of the Procurement Reform 
Programme and that the recent Construction Procurement Review published by the 
Scottish Government acknowledges that PCAs are not useful for associations, the 
SFHA estimated that the cost of implementing the Bill could amount to £50,000 a 
year for each association, or a further £8.5million in further costs. 
 
In response to questioning from the Committee on the issues raised by the SFHA, 
the Bill team said— 
 

“We note from the SFHA submission that, typically, the annual turnover of 
SFHA members is only around £5.5 million. That means that some of the 
more advanced elements of the bill, such as publication of procurement 
strategies, are unlikely to apply to a typical registered social landlord.” 

 
The Bill team also noted that housing associations are covered by the current 
procurement regime and that “the bill should be burdensome only if there is currently 
limited process around the award of contracts”. 
 
In further questioning, the Committee sought to clarify whether the turnover of a 
housing association included capital spending, particularly on building new houses, 
and, if not, whether this might mean that some housing associations would be 
caught by more of the procurement requirements in the Bill. 
 
The Bill team did not give an indication as to whether this might be the case, 
although it did note, in response to another question about possible savings for 
housing associations, that “we do not have a comprehensive picture of the spending 
in that sector”. 
 
Advanced Procurement for Universities and Colleges (APUC) expressed concerns 
about issues such as— 
 

 Whether the requirement to use standard rather than specific PQQs will 
mean that a greater number of bids progress to the tender stage, incurring 



costs on a greater number of businesses for the preparation of tenders and 
administrative costs on staff at the institutions arising from the need to 
assess the tenders. 

 That it is unclear how the use of Public Contracts Scotland will impact on 
joint tendering exercises on UK Higher Education sector-wide contracts. 

 Additional resource required for purchases of £13-£15k a year which are 
agreed for four years being brought within the scope of the Bill by virtue of 
the total value of the contract exceeding the £50k threshold set out in the 
Bill. 

 
The University of Edinburgh highlighted the potential impacts on research-related 
procurement, noting that if this aspect of procurement is not excluded Scottish 
institutions will have to meet compliance obligations for contracts at the £50k 
threshold, a lower value threshold than will apply to institutions elsewhere in the UK. 
 
In relation to the concerns raised by higher education institutions, the Bill team noted 
that “Changes in the approach to funding universities in England mean that they are 
likely – in fact, almost certain – to come out of the scope of procurement legislation 
completely.” The Bill team outlined that, in response to some of the concerns 
expressed, it had “confirmed to APUC in September that we will work to introduce an 
exemption that will cover research and teaching commissions.” 
 
The Bill team sought to clarify what it viewed as some assumptions made in 
submissions that did not reflect what is being proposed in the Bill. For example, in 
relation to PQQS, the Bill team stated that rather than adopting a one size fits all 
policy— 
 

“we are proposing that, for the sorts of questions that are typically asked for 
various categories of contract, public bodies should use the core set of 
questions that we have been trying to promote for a number of years. As part 
of the evidence base for the bill, we have considered what public bodies are 
doing, and we have found that the vast majority of them are not currently 
complying with the core questions that we have agreed with purchasers and 
businesses.” 

 
Costs to the Scottish Government 
In terms of specific costs to the Government identified, the FM states that costs will 
total £3.274 million over these three years. This total is broken down into system, 
staff and non-staff costs. 
 
In evidence, the Bill team confirmed that the system costs to support the Bill’s 
provisions (£560,000 a year) are currently met by the Government and are provided 
for within existing budgets. 
 
Staff (£1,094,000) and non-staff costs (£500,000) are identified between 2014-15 
and 2016-17. However, there is some uncertainty about staff costs beyond 2016-17. 
The Bill team explained that beyond that year a view on further staff costs would 
need to be taken “on the basis of whether the job is done, whether the systems are 
rolled out as required and whether the need for new and additional procurement 
guidance will continue”. 



 
Conclusion 
Your committee may wish to consider the above information along with the attached 
submissions in advance of its further evidence sessions with Scottish Government 
officials and the Cabinet Secretary for Finance, Employment and Sustainable 
Growth. 
 
Yours sincerely 
 

 
 
Kenneth Gibson MSP 
Convener 


