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ABOUT

Re:State is established as the leading Westminster think tank for public service reform. We
believe that the State has a fundamental role to play in enabling individuals, families, and
communities to thrive. But our vision is one in which the State delivers only the services that
it is best placed to deliver, within sound public finances, and where both decision-making and
delivery are devolved to the most appropriate level. We are committed to driving systemic
change that will deliver better outcomes for all.

We are determinedly independent and strictly non-party in our approach. This is reflected in
our cross-party Advisory Board and our events programme which seeks to convene
likeminded reformers from across the political spectrum.

Re:State is a registered charity, the Re:State Trust Ltd, charity no. 1103739.

ABOUT

Re:State’s ‘Plan for Government’ programme provides a series of ready to implement products
that the current or an incoming government can use to rewire Whitehall.

Successive governments have pledged to reform the Civil Service. Yet while there have been
some changes, the fundamental and systemic problems plaguing the Civil Service remain.
While most ministers quickly come to realise that reform is required, by then they are in the
midst of trying to deliver their administration’s priorities, and lack the time and expertise to
achieve fundamental Whitehall reform. Simultaneously, the absence of a self-reforming
culture, and bias towards the status quo, means that the Civil Service is not itself driving the
change required to ensure it is fit for purpose. The result is continuing frustration with a
machine that embraces process over outcome, confuses impartiality with passivity, too often
stifles creativity and dynamism, and fails to reward ownership, drive and delivery.

Rather than producing policy papers and briefings in the hope that civil servants or ministers
will translate them into implementable products, this programme cuts out this translation step.
Re:State’s ‘Plan for Government’ will produce the draft codes, guidance, legislation, rules,
frameworks and management plans that are needed to unstick Whitehall and ensure it is fit
for the future.
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1. Introduction

The successes and failures of the private and public sectors are inextricably linked, and
nowhere is this clearer than in public procurement policy.

Each year, the State buys goods and services from the private sector at a vast scale, in order
to support everyday public services and the core functions of the State. Without public
procurement, the State would grind to a halt: no arms for the armed forces, no medicines for
the NHS, no school buildings for the education system and no cars for the police. There are
whole companies and sectors where the only buyer is government, and many people spend
their whole career delivering for the State without ever being on the public sector payroll.

Procurement rules govern a significant fraction of public spending: in 2024-25 the public sector
spent £395 billion buying from the private sector,! accounting for 35 per cent of total public
sector budgets.? Because of the scale of the State, procurement plays a profound role in
shaping the wider economy — that same £395 billion accounts for roughly 12 per cent of UK
Gross Domestic Product.®

The scale of government buying means procurement policy is often contested. Generations
of policymakers have seen it as an opportunity to use the levers they have over procurement
spending to reshape the rules of the wider economy towards other policy objectives. Andy
Burnham’s first speech on (once again) becoming an MP and the frontrunner for the Labour
leadership promised that “we will make sure that all eligible public contracts are subject to
proper social value weighting”,* and in his first speech as Prime Minister he signalled his
Government would be “re-industrialising Britain, using public procurement to back British
industry”.®> Chancellor John Healey has vowed that he will “buy British on a scale never seen
before”,® while Reform UK’s Robert Jenrick promised “buying British wherever possible”.”

These pledges follow significant reforms to procurement introduced since the Procurement
Act 2023, including the Starmer Government’s focus on “mission-driven procurement” to
support its wider philosophy of “mission-driven government”,® a philosophy which failed to
rewire the State and the language of which quickly disappeared.®

These reforms have been fundamentally flawed. Governments have seen the scale of
procurement, and its significance in the economy, only as an opportunity. Instead, they should
also have recognised it as a risk. Done well, procurement can foster innovation, drive good
value for money, and create a generation of British companies which cannot just compete at
home, but can be successful exporters to other governments. But done badly, it can prevent
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those same outcomes coming to pass, in the process the prioritisation of other social policies
(known as ‘social value’) — which are not best furthered through procurement policies — can
have a disproportionate procurement cost compared to any small social benefit.

Re:State’s 2025 paper Procure and simple: a proportionate approach to public procurement
identified how procurement policy has gone astray.’® The focus on leveraging procurement
rules for other policy objectives has undermined the core purpose of public procurement:
buying the goods and services the government needs at the best possible value for money.™
Despite many mandates to do so, procurement processes do not allow innovative products to
be brought to market — denying contracting authorities the clearest benefit of a competitive
market. 2 And excessive risk aversion and bureaucratisation of procurement processes have
made the market so costly to enter and participate in that in too many areas it is no longer
competitive — a Public Accounts Committee inquiry into procurement in 2023 found that 20
per cent of contracts which were openly competed received only one bid."

In the first weeks of his leadership, Andy Burnham’s Government has recognised some of
these challenges, though its response has been insufficient and, in many ways, will likely
exacerbate the problem. Procurement Policy Note 026: The social value model (PPN 026),
published in August, streamlines the list of ‘social value’ obligations (policy goals for
contracting authorities which go beyond delivery of the contract) which can be used for public
contracts, and removes their use entirely on contracts under the value of £1 million.™
However, it doubles their weighting in evaluation of bids for contracts of £5 million or more
(from 10 per cent of the ‘marks’ in the award to 20 per cent), creating a much larger incentive
for companies to prioritise social value rather than delivering a high-quality bid on the core
objective of the contract.

If the procurement market is freed from the constraints it operates within, and radically
simplified, then the Government will quickly see large benefits to the public sector and the
economy as a whole — by making nearly one eighth of the economy much more productive.

Governments are right to want procurement markets to support British companies growing
and exporting. But they are wrong to believe that mandates to do so are the right path. Not
only is mandating domestic procurement spending against the rules of several of our trade
deals, including the World Trade Organisation’s Agreement on Government Procurement and
the UK’s Trade and Cooperation Agreement with the European Union,'® but mandating that
contracting authorities buy British will not remove the structural and institutional barriers which
prevent new British companies from entering the procurement market to compete. Instead,
the Government should focus on removing these barriers, to allow companies working in the
UK to thrive, bring new products to market, scale, and compete on the global stage.

The Procurement Act 2023 governs the core rules for public procurement in the UK, and there
are areas where amending the Act would support these goals. But the main policy changes
needed can be delivered through amending the National Procurement Policy Statement
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(NPPS) — a statutory policy statement published by ministers and laid before Parliament, which
the Act says contracting authorities “must have regard to”.'® This provides a route for current
and future governments to radically reform procurement policy.

Radical procurement reform should start with a new National Procurement Policy Statement.
This paper provides a full, new draft NPPS to replace the existing one.

6 The Procurement Act (2023).



2. A new National Procurement Policy
Statement

Below is a redrafted National Procurement Policy Statement to replace the existing one, based
on the power provided to Ministers of the Crown in section 13 of the Procurement Act 2023.

2.1 Introduction

2.1.1 The new procurement policy

Public procurement plays a crucial role in the functioning of the government and
society. It is the means by which government uses the best that private enterprise has
to offer in service of the common good.

Through the purchase of goods, services and works, the government shapes the public
services it delivers, and directs a significant share of public expenditure and, by
extension, the wider economy.

Administered well, procurement processes can be part of a dynamic, innovative and
enterprising economy. But administered badly, procurement can be a drag on the
economy: preventing companies from bringing innovations to the market, propping up
uncompetitive businesses, and providing no domestic market for challenger firms to
scale up in.

Over successive years procurement policy has become ineffective at delivering these
core objectives, focusing more on using procurement to drive wider social policy
objectives and shape markets in ways which are poorly evidenced, inefficient and not
in the long-term interests of the State.

It has lost sight of its core objectives, and it has become heavily bureaucratised and
preoccupied with compliance, too often at the expense of the outcomes it exists to
secure.

This Statement reconnects public procurement with its core purpose: buying the goods
and services the public sector needs at the best value for money. It asks contracting
authorities to concentrate on that purpose, to use the discretion available to them, and
to resist the accumulation of process that does not serve these goals.

A procurement market that works well is also a national economic asset.

For UK-based firms to succeed at home and to compete abroad, the market in which
they sell to government must be genuinely competitive, open to innovative new
products, and able to offer successful companies a route to scale. Simplifying public
procurement, and giving contracting authorities greater discretion to act commercially,
will put UK firms in the best possible position to compete for and win public contracts:
not just here at home, but abroad as well, where procurement markets can be a
springboard for some of our leading sectors to export to governments around the world.



Three principles should guide how contracting authorities exercise their procurement
functions under this Statement:

o Value for money — securing the best whole-life value for taxpayers, balancing
effectiveness, efficiency and economy to achieve the intended outcomes of a
contract, and rejecting wider policy objectives which distort the core purpose of
procurement.

o Innovation and growth — treating competitive markets as the best means of
bringing new and better products to government, and stewarding those markets so
they attract new entrants, reward innovation and offer capable firms a route to
grow, so that procurement supports economic growth.

e Proportionality — matching the approach taken, the requirements placed on
suppliers and the process asked of them to the risk involved in the contract, the
type of contract and the size of supplier involved.

At the heart of this policy is a recognition that for procurement to deliver the best value
for the public, it must harness the strengths of competitive markets rather than
hindering them. Key features of well-functioning markets include:

e allowing companies to compete on price and quality, but also to innovate and bring
new products to market which can be adopted.

e having as few distortions as possible in how contracting authorities are required to
buy, to make sure that the companies that deliver the best service or good are
rewarded for doing so.

e keeping transaction costs as low as possible: it should be simple to agree a new
contract, and low cost to exit a bad one, meaning that contracting authorities do
not stick with bad suppliers for fear of the risk of change.

The Government will supplement this Statement by withdrawing Procurement Policy
Notes 001, 002, 003, 006, 016 and 026, alongside amending the Sourcing Playbook
to align with this Statement.

This National Procurement Policy Statement (the “Statement”’) sets out the
Government’s strategic priorities for public procurement. It should be read not just by
procurement teams, but by the strategic leadership and key decision-makers in
contracting authorities.

Contracting authorities must have regard to this Statement in the exercise of their
procurement functions as required by section 13 of the Procurement Act 2023 (the
“Act’).

2.1.2 Scope of the Statement

The Statement applies to all contracting authorities as defined in section 2 of the Act,
with the exception of the authorities and contracts set out in section 13(10), as follows:
private utilities; contracts awarded under a framework or dynamic market;
procurements under devolved Welsh or transferred Northern Irish procurement



arrangements; and devolved Welsh authorities or transferred Northern lIrish
authorities.

This Statement does not apply to the exercise of procurement functions in relation to
contracts which are exempt from the Act under Schedule 2.

Nothing in this Statement should conflict with the Government’s international trade
obligations, contracting authorities’ obligations under other legislation, or with their
obligations to procure goods, works and services in an open, fair and transparent
manner whilst guarding against fraud and corruption.

2.1.3 Duration and review of the Statement

This Statement will come into effect on 1 January 2027. It will remain in place until it is
withdrawn, amended or replaced, and can be reviewed when a Minister of the Crown
considers it appropriate to do so.

2.2 Value for money

2.2.1 Best value for the taxpayer

Priority: contracting authorities should always seek to get the best value for money
from public procurement.

In carrying out a procurement covered by the Act, a contracting authority must have
regard to the importance of delivering value for money. Achieving value for money is
always the overarching priority in public procurement.

This must include consideration of outcomes and quality to avoid waste from low-value,
poor-quality bids which do not deliver for the public.

In practice, this means optimising the use of public funds by balancing effectiveness,
efficiency and economy over the whole life of a product, service or works to achieve
the intended outcomes of the procurement.

Government guidance (e.g. Managing Public Money and Best Value statutory
guidance) sets out how to use public money responsibly.

Value for money is secured by sound commercial judgement, not by the accumulation
of processes to justify value for money having been sought. Contracting authorities
should treat the exercise of discretion as a proper part of their role, and should be
prepared to depart from procedures which are more familiar to them where doing so
delivers better value for money overall, based on straightforward internal business
cases.

Transparency in public procurement is key to driving value for money, by giving greater
visibility of pipelines of future opportunities publicly so firms can plan to bid and deliver
those projects, as well as through transparency on individual contract performance and
giving clear guidance on the performance of individual suppliers.



Transparency should highlight where framework providers charge unusually high fees
compared with benchmarks, and help contracting authorities collaborate to deliver
efficiencies through joint procurement. It also allows contracting authorities to
benchmark themselves against others and learn from best practice.

Contracting authorities can deliver value for money by:

e Procuring the best-quality supplier at the best possible price.

e Using contract terms which incentivise high performance and disincentivise
suppliers from underdelivering and overpricing their work.

o Crowding in new suppliers to keep the market competitive.

e Buying innovative new products and services.

o Supporting suppliers in competing by not overburdening them with excessive
compliance requirements.

2.2.2 Social value

Previous procurement policies have required contracting authorities to evaluate
suppliers based on ‘social value’ criteria — in other words, their contribution towards
wider policy objectives.

This has served as a distraction from the core purpose of public procurement — value
for money for the taxpayer, and the wider economic benefits this can deliver.
Regardless of the relative merits of wider policy objectives, using procurement to
deliver them is inefficient.

This Statement does not ask contracting authorities to use procurement to pursue
social, environmental or economic objectives beyond the successful delivery of the
contract itself. Value for money is the objective of public procurement, and it is best
served by keeping procurement focused on what is being bought and how well it is
delivered, rather than on wider goals attached to the act of buying.

Contracting authorities should therefore assess suppliers only against matters
connected to the delivery of the contract, or against legal requirements that already
apply to them. A supplier bidding for a public contract should be expected to meet the
legal duties that already bind any company operating in the United Kingdom, including
its obligations on tax, employment, health and safety, environmental protection, bribery
and fraud, and to deliver what the contract requires to the standard required. It should
not be expected to do more than this as a condition of winning public work.

There is no reason for government to require of its own suppliers what it does not
require of companies across the wider economy. Holding suppliers to their existing
legal duties, and to the requirements of the contract, is both a fairer test and the one
most likely to secure value for money.

Contracting authorities should:

1. Not evaluate procurements on any categories other than quality and price,
and should not exclude suppliers from competing based on any social value
measures.



2.3 Innovation and growth

2.3.1 Procuring innovation

Priority: contracting authorities should drive economic growth and strengthen public
services by being a customer for innovative new products which suppliers bring to
market where relevant.

Contracting authorities often see competition narrowly as a way of achieving best value
for money on price and quality of the contracts they put out to tender, rather than as a
catalyst for innovation. This is true in many cases, for example when procuring
everyday goods and services.

But the purpose of a competitive procurement market is to also create the conditions
for bringing new and better ways of meeting government needs to market. Procuring
innovative products and solutions can both improve public sector performance and
provide revenue for innovative companies, supporting the pull-through and adoption of
new technologies.

Procurements which only ever begin and end with a requirement defined by the buyer,
and specifications fixed years before award, are failures of a competitive market
approach, not expressions of it. But often these approaches are driven by a narrow
interpretation of short-term competition — that every individual contract should be
competed, based on designs specified by the contracting authority entirely absent from
any engagement or discussion with industry. This is a false understanding of
competition, and one which hampers innovation.

Early market engagement is critical in supporting the development of innovative
solutions. Where possible and proportionate, contracting authorities should procure for
‘problems, not solutions’ — i.e. to give suppliers an opportunity to showcase how they
would fix a problem, rather than prescribing the model the authority is most familiar
with.

This allows contracting authorities to understand the maturity of potential solutions and
to identify risks and challenges before requirements are settled, and it allows suppliers
to propose approaches the authority may not have considered.

Contracting authorities should:

2. Work collaboratively across policy, delivery and commercial functions to
develop a pro-innovation mindset, defining challenges to solve rather than
solutions to buy, and engaging early with the market to consider innovative
products and services.

To make space for innovative and emerging suppliers, this Statement also introduces
Smart Awards: a route by which contracting authorities are encouraged to directly
award contracts more widely, subject to enhanced conditions. These awards should
be used to buy innovative new products directly, based on the exemptions to open
competition allowed in the Procurement Act 2023.

Smart Awards should include staged break clauses as standard, allowing the authority
a no-fault exit at defined points when value for money is not being delivered. They
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should also place payment at risk, whether through contingent fees payable against
key performance indicators or milestones agreed at the outset, or through advance
market commitments under which the full fee is contingent on delivery.

Where a contracting authority procures innovations through a Smart Award, it should
adopt an approach of ‘affordable loss’. Purchases of this kind should be structured as
experiments, in which the potential downside risk is understood and limited in advance,
and in which the authority accepts that some will not succeed. The test is not whether
every individual contract delivers, but whether the approach as a whole delivers value.

Judged contract by contract, innovation will always appear the riskier course. But
judged across a portfolio, refusing to ever buy the new or unproven solution is much
more costly.

Structured in this way, and consistent with the approach of affordable loss, Smart
Awards allow authorities to buy the new and unproven while limiting the risks in
advance.

Contracting authorities should:

3. Aim to direct 5 per cent of procurement spend through Smart Awards, to
catalyse innovations from the market and give these a route to deployment
in the public sector.

2.3.2 Growth and market stewardship

Priority: contracting authorities should drive economic growth and strengthen public
services by supporting new and high-growth companies to enter the procurement
market and find routes to scale.

A procurement market that works well is a route to economic growth — firms that sell
successfully to government in the UK can develop products they go on to sell to the
private sector or export abroad. The firms most likely to bring new products forward
are often (but not always) new and high-growth companies. Generally, these firms face
high barriers to participating in procurement markets.

This Statement therefore replaces the previous focus on directing public spending
towards small and medium-sized enterprises with a ‘growth preference’ for start-ups
and scale-ups.

For the purposes of this Statement, a start-up is a small or medium-sized enterprise
that has been trading for five years or less, and a scale-up is a firm that no longer
meets that definition (of a start-up) but would have done within the previous five
financial years.

Contracting authorities should:

4. Aim to direct 10 per cent of their procurement spend to start-ups and scale-
ups, in order to encourage new firms to take part in procurement markets
and provide capacity for them to grow.

2.3.3 Commercial capability
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Priority: contracting authorities should ensure the right commercial capability and
standards are in place to procure and manage contracts effectively and to collaborate
with other contracting authorities to deliver best value and afttract innovation.

Value for money will be achieved if public sector organisations acquire goods and
services from competitive markets; if efficient and effective processes are in place to
manage commercial delivery with a focus on long-term outcomes; and if the individuals
undertaking the procurement and managing the contract have the capability, skills and
expertise to make informed decisions.

Capability in contracting authorities should go beyond legal compliance. It should
mean the confidence and skill to use the flexibilities and discretion within the
Procurement Act to deliver greater efficiency and better commercial outcomes, to
manage contracts actively once they are let, and to exercise the commercial judgement
this Statement asks of authorities.

Where commercial teams need to bring together deep expertise in procuring
innovative products and services, they should seek to do so in specialist organisations
— either through Advanced Procurement Units as specialist units within large
contracting authorities, or Advanced Procurement Agencies as special-purpose
commercial vehicles created as a shared service by groups of smaller contracting
authorities.

The Government has provided a programme of free training to procurement teams on
the new flexibilities in the Act and on contract management skills, and the Commercial
Playbook series sets out key principles, best practice and sector-specific guidance on
sourcing services and assets.

Contracting authorities should:

5. Apply commercial best practice, including the principles and policies in the
Government’s Playbook series where appropriate, and make decisions
based on value for money and service quality when assessing delivery
models and outsourcing decisions. This should include a named Senior
Responsible Owner for every contract; collection and publication of
procurement spending data across the authority; and the use of Advanced
Procurement Units and Agencies to collaborate on delivering complex and
innovative procurements with other contracting authorities.

6. Benchmark their organisational capability and workforce capacity against
recognised standards, such as the Commercial Continuous Improvement
Assessment Framework and the National Procurement Strategy Toolkit, to
ensure they have the procurement and contract management skills and
capacity necessary to deliver value for money — and report annually the
cost of their own commercial function, so that performance can be
benchmarked against it.

Contracting authorities can often secure value for money through collaborative
procurement arrangements established by centralised procurement authorities such
as the Crown Commercial Service, which aggregate spend for common goods and
services. However, there are currently too many similar agreements across the public
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sector, leading to unnecessary transaction costs for suppliers and confusion for
contracting authorities, and some agreements are operated by private companies not
in accordance with procurement legislation. Contracting authorities should ensure that
any collaborative arrangement they use is transparent about the provider’s’ ownership
and fees, and that it represents good value for money compared with other
agreements.

Contracting authorities should:

7. Use collaborative procurement agreements where appropriate for the
requirement and the market, provided those agreements operate in
accordance with procurement legislation and good practice, are
transparent about ownership and fees, and represent value for money.

2.4 Proportionality

Procurement approaches should be proportionate to the risk, the type of contract and
the size of supplier involved.

Time spent on procurement processes comes at a cost: every requirement placed on
suppliers carries a cost to them, and these costs fall hardest on the smallest firms.
Ultimately, the costs of high procurement compliance, and additional requirements, are
paid by the taxpayer through higher costs charged by suppliers to meet them. The test
for any part of a procurement process is whether it is warranted by the contract in
question: not whether it is customary, not whether it would be defensible in a larger or
riskier procurement, and not whether its existence helps only in theoretical
circumstances which never transpire in practice.

In making commercial decisions, contracting authorities should weigh the risk of poor
or delayed delivery, and the opportunity cost of inaction, against legal and compliance
risk. Legal and compliance risks are not the only risks that matter, and yet often they
are disproportionately mitigated in procurement processes at the expense of more
significant, longer-term risk. Excessive risk aversion is itself a failure of value for
money: a procurement that delivers late, or fails to deliver the outcome sought, has not
delivered value for money. A well-run procurement is one that manages all of these
risks in proportion, rather than one that minimises legal risk at the expense of the
outcome.

The length of tender documentation, the information requested of bidders, and the
duration of contracts should reflect what a given contract actually needs, and should
be limited so that smaller and newer firms are able to effectively participate in
government procurement.

Contracting authorities should:

8. Keep tender documentation, the information requested of bidders, and
contract lengths proportionate to the risk and value of the contract and
the size of supplier being asked to respond.

Consistent with the approach set out in this Statement, tender evaluation should
assess only matters connected to the delivery of the contract itself, or legal
requirements that already apply to a limited company or charity. Contracting authorities
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should not require suppliers to demonstrate previous experience of delivering in the
public sector, whether generally or in a particular part of it; where relevant experience
is assessed, it should be assessed only against experience relevant to the work of the
contract.

Contracting authorities should:

9. Evaluate bids only against matters connected to the delivery of the
contract or to suppliers’ existing legal duties, and assess experience
only where it is relevant to the work being procured.

Proportionality should also apply to policy decisions about how a service should be
delivered. Where a contracting authority is deciding whether to deliver a service in-
house or to procure it, it should apply the public interest test based on the evidence —
comparing a realistic counterfactual of the internal cost, the headcount implications
and the long-term financial liabilities of each option, rather than resorting to a general
presumption of either insourcing or outsourcing.

Contracting authorities should:

10. Base decisions between in-house delivery and procurement on
evidence of comparative cost, capacity and long-term liability, applying
the public interest test without a presumption in either direction.

The Government expects the highest standards of integrity, ethical conduct and
environmental sustainability in business practices from suppliers delivering public
contracts.

Contracting authorities should:

11. Ensure their suppliers are working to meet their legal responsibilities as
private entities.
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3. Conclusion

Politicians and policymakers have a responsibility to steward the functions of the State, not
justin their own interests, but in the interests of their successors over generations. Confronted
by the temptation to pull every lever within their reach to tackle the issue of the day, they rarely
stop to think about the consequences for the myriad of other policy interests they are also
responsible for, and the cost that action today may have for the public tomorrow.

Well-functioning markets are not a given — they are the product of government policy, and in
the case of procurement are shaped by the actions of an incredibly small and concentrated
number of planners who wield far more influence over the fortunes of the companies they buy
from than they realise.

Generations of commercial policymakers have not taken this responsibility seriously. They
have inadvertently layered policy on top of policy, eroding the characteristics of a well-
functioning market which could consistently supply the State with high-quality products at
affordable prices. And in the pursuit of being able to demonstrate that procurement is fair and
open, they have created a system that is unfair and closed — so bureaucratic that new
companies cannot afford to work with government on new products. The public pays the price
for bad procurement every day, in creaking public services and skyrocketing taxes.

The Government understands this — PPN 026 has stripped social value requirements from
contracts valued at under £1 million, while at the same time doubling the impact of this bad
policy on larger contracts where the bulk of public money is spent. One step forward, two steps
back. Measures like this will not make one eighth of the economy more productive.

Ministers do not need a white paper, a review, or a new Act. A new Statement is ready to be
implemented. The Minister for the Cabinet Office can and should consult on this Statement
this autumn, lay it before Parliament, and let contracting authorities spend 2027 buying better
than they have for a long time.
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