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	To:
	Finance Panel

	Date:
	06 December 2018

	Report of:
	Head of Finance Services

	Title of Report: 
	The Social Value Act 2012 and Social Responsibility in Procurement


	Summary and recommendations

	Purpose of report:
	To detail the Social Value Act 2012 and Local Government Act 1999 and how the Council currently comply within Procurement and recommendations for further improvements.

	Key decision:
	No

	Executive Board Member:
	Councillor Ed Turner

	Corporate Priority:
	Vibrant and Sustainable Economy.

	Policy Framework:
	None

	Recommendations:That the Finance Panel resolves to:

	1.
	Note this report and advise of any comments 

	
	


1.
Introduction and background

Within the work programme of the Finance Panel was a request to scrutinise the response of the Council to the Social Value Act including examples of social value which it either provides or requires others to provide and how this is monitored.
What is Social Value? 
Social Value is considered as the wider benefit gained by the local community, businesses and the environment through the better spending of public money.

Examples below of the types of social value that can be evaluated within a tender. 
	Social
	Economic
	Environmental

	Volunteering in the community
	Hosting work placements
	Reducing energy use and carbon emissions

	Hosting community events at your business
	Employing local people and spending with local suppliers
	Supporting improvements to public spaces and parks

	Flexible working policies for staff
	Mentoring and providing career advice to young people
	Using sustainable products and materials


The Public Services (Social Value) Act 2012 is an Act of the Parliament of the United Kingdom. The Act calls for all public sectors to factor in economic, social and environmental well-being in connection with public services contracts; and for connected purposes. It requires that all public bodies in England and Wales, including Local Authorities, and NHS organisations consider how the services they commission and procure, which are expected to cost more than the thresholds provided for in the Public Contracts Regulations (OJEU), might improve the social, economic and environmental well-being of the area.

Additional requirements for local authorities in relation to Social Value are also contained in the Local Government Act 1999. In summary the requirements of these Acts is shown below 

	
	Social Value Act 2012
	Local Government Act 1999



	Requirements to be considered by the Council
	Consider how to improve social, economic and environmental well-being


	Consider value (including social value)



	What Procurement stage is recommended to consider the requirements
	Pre-procurement
	Throughout the process

	Contract Type
	Services only
	Goods, Services and Works



	Value of Contract this effects


	Above OJEU only (£181K)
	Any value




	What is OJEU? – this refers to the Public Contracts Regulations 2015 Public Contracts (Scotland) Regulations 2015

Whether a Contract is required to comply with these rules is based on the following value thresholds



	
	Supplies and Service Contracts
	Works Contracts

	Other public sector contracting authorities


	£181,302|€221,000


	£4,551,413|€5,548,000




2. Social Value Act 

The Public Services (Social Value) Act came into force in January 2013.  

The Act requires public authorities to have regard to economic, social and environmental well-being in connection with public services contracts; and for connected purposes.
The Public Services (Social Value) Act 2012 provides the following broad definition of Social Value. “If a relevant authority proposes to procure or make arrangements for procuring the provision of services, or the provision of services together with the purchase or hire of goods or the carrying out of works, the authority must consider how what is proposed to be procured might improve the economic, social and environmental well-being of the relevant area and, in conducting the process of procurement, how it might act with a view to securing that improvement.” It must also “consider whether to undertake any consultations as to matters to be considered”
The Act refers to service contracts over OJEU only – it does not apply to Goods or Works contracts or non OJEU spends.  

The Council spend is approx. 65% Services as per the details below – however because this is based on figures through Agresso and some contracts can cover both Goods/Services and Works this is only an approximate figure. This also would not include ODS spend.
	 
	 
	% Spend approx.
	Spend approx.

	Services
	Services = defined as where a supplier provides a service
	65%
	£505,687.65

	 
	 
	 
	 

	Goods
	Goods = defined as purchase, lease, rental and hire of goods including electricity, natural and artificial substances.
	15%
	£116,697.15

	 
	 
	 
	 

	Works
	Works = defined as building and engineering work including the installation of
fixtures and fittings 
	20%
	£155,596.20

	 
	 
	 
	 

	Total Spend 
	 Aug1st 2017- Aug31st 2018
	 
	£777,981.00


When considering how a procurement process might improve the social, economic or environmental wellbeing of a relevant area we must only consider matters which are relevant to what is proposed to be procured, or we will not comply with the requirements of OJEU.

The requirements of the Council are to consider the following at pre-procurement phase (this is prior to tender drafting)

· How, what is proposed to be procured might improve the economic, social and environmental well-being of Oxford City Council

· How, in conducting a procurement process the Council might act with a view to securing that improvement and whether to undertake a consultation ( for example with residents, Suppliers (where OJEU compliant) , focus groups and surveys)  on these matters

3. The Local Government Act of 1999

The Local Government Act of 1999 sets out a general Duty of Best Value for Councils to “make arrangements to secure continuous improvement in the way in which its functions are exercised, having regard to a combination of economy, efficiency and effectiveness.”

Under the Duty of Best Value the Council should consider overall value, including economic, environmental and social value, when reviewing service provision. 

4. The Council’s current position

Following the above Act’s the Council incorporated additional requirements for social value within Procurement and has reported on the following areas for a number of years:

a. Use of local suppliers

Using local suppliers clearly will help the local area in terms of employment and wellbeing of residents in the locality. The Council has set a target of local supplier spend compared to total spend. The current target has increased this year to 54% spend with local suppliers. In July we achieved a record of 74.95%

When we compare this with other Authorities with Social Values at the forefront of their agenda – as below: 

Manchester City Council – who are considered a pioneer in Public Sector Social Value Procurement as per the Centre for Local Economic Strategies achieved   73.6% in 2016/17

Preston City Council – 18.2% 2016-2017

Bristol City Council – 25% 2016-2017

Preston Group – consisting of Preston City Council, Lancashire County Council, Preston’s College, Cardinal Newman College, Lancashire Constabulary, and Community Gateway– 59.2% - 2016-2017
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b. Use of SME’s 

The use of Small to Medium size Enterprises (SME’s) is another widely acknowledged measurement of social value. Often the financial standing or lack of it is a first measure of the economic value of a locality. The Council reports on the number SME’s used per month, as per the following.

Although no specific target is in place we do report on SME’s used per month, as per the following and this normally remains round the 50% mark, but June we achieved 66.45%. Consideration should also be made of the amount of spend which is via another larger contractor who then purchases through to a SME – so indirect spend with SME’s is likely to apply for an additional 20/30% of spend.

What is a SME?  The UK government follow the EU’s definition of SMEs, and to qualify as an SME, there are two criteria: staff headcount of between one and 250, and an annual turnover of no more than €50 million (approximately £45 million). 

When we compare this with other Authorities with Social Values at the forefront of their agenda – as below: 

A survey by Oxygen Finance found that the average council spend with SME’s was 25%.

Bristol target for 2017-18 is 25%

Manchester City Council - 59.4% 2016-2017

Across Central Government SME Spend – 27% (2014-15) The Government Target for 2020 is 33%
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c. Oxford and National Living Wage - We request within our standard Contracts that suppliers: 

The Supplier acknowledges the Council’s commitment that a “Living Wage” be paid to all of its employees and the employees of its suppliers over 18 years of age.  The Supplier shall make all reasonable endeavours to ensure that it complies with all such “living wage” requirements as specified by the Council from time to time in regard to all its employees and representatives engaged in providing the Goods and/or Services.  In addition, it shall procure that any Sub-contractor engaged to provide the Goods and/or Services shall also make all reasonable endeavours to comply with the Council’s Living Wage policy in relation to all of its employees or representatives so engaged

Within our Request for Quotation documentation we additionally ask the Suppliers to complete the following:

As a public sector body the Council has a number of obligations.  Please tick the boxes with which you comply below and sign to confirm.


If the service/works are being delivered from within Oxfordshire, please tick to confirm if your employees are paid in excess of the Oxford Living Wage: 


1/4/17 – 31/3/18 £9.26 per hour; 1/4/18 – 31/3/19 £9.69 per hour

So we ensure all Suppliers under contract and through the OJEU process abide by the legal requirement to pay the Living Wage, and within all Request for Quotations we require the Supplier to tick to state whether or not they pay in excess of the Oxford Living Wage. Although we are unable to clarify or check that the tenderers do in fact pay the living wage it is only in very rare cases that all tenderers do not automatically tick this requirement.

Issues around enforcing the Oxford Living Wage

Tender award criteria

We cannot insist a Supplier pays the Oxford Living Wage (or, indeed, that it adopt any pure employment terms beyond those required by law) as we would need to demonstrate the Contract’s subject matter for it to be validly evaluated through award criteria at tender stage.

Contractual terms

Even an approach that includes the payment of staff of the Oxford Living Wage by way of a term of the contract is difficult because:

• suppliers cannot be required to pay all their staff the Oxford Living Wage, only those working under the Contract. Problems will arise where members of staff are employed to work on a mixture of contracts, not all of which require the Oxford Living Wage to be paid, or where some staff are paid at different rates to others;

• contracting authorities will not easily be able to monitor adherence to the contractual term or enforce it; and

• EU case law to date has not been in favour of contractual terms that require minimum wage terms that are specific to that contract and not otherwise a national legal requirement (see the Rüffert Case below) 

Rüffert v Land Niedersachsen C-346/06 [2008]

The ECJ reviewed Directive 96/71 (particularly Article 3) in relation to a requirement as part of a Framework Agreement that contractors pay their employees a certain minimum wage.

The court found the minimum-wage requirement in question was in breach of EU law and that Article 3 of Directive 96/71 did not apply because the wage requirement was not universally applicable (the requirement was site-specific and related to public contracts only).

d. Modern Slavery – within the OJEU Tender documentation we request that Suppliers who operate at all within the UK with a turnover in excess of 36M. complete the following – this is a legal requirement

Are you a relevant commercial organisation as defined by section 54 ("Transparency in supply chains etc.") of the Modern Slavery Act 2015 ("the Act")? 

We also require all tenderers to confirm that within the last 5 years they have not been convicted for, participation in a criminal organisation, corruption, fraud, Terrorist offences or offences linked to terrorist activities, Money laundering or terrorist financing and Child labour and other forms of trafficking in human beings.
e. Other Social Values incorporated into OCC Tenders

Over and above the Act’s requirements the Council have included the following social values within tender questions or Contracts such as the following:

1. Sugar Smart – which is a campaign run by Sustain to help local authorities, organisations, workplaces and individuals to reduce the amount of sugar we all consume, our current tender for vending includes a requirement for tenderers to include the Sugar Smart options of increasing the number of items below 5% sugar and to clearly identify any items over 5% sugar using a traffic light system.

2. Contract for Resilience Support awarded to Northgate for a 4 years term, spend approx. 122k per annum.  We included a question within the evaluation regarding CSR 2.5% Northgate’s response included an offer to pay End Youth Homelessness (part of CenterPoint) or another suitable charity 0.5% of the annual charges that the Council pay to this charity annually. Northgate also offered volunteers to promote community projects from their NPS Community Volunteering scheme, which is a scheme where their employees may take two day’s paid leave per annum to participate in community projects.

3. Contract for Print Framework – included evaluation questions regarding Environmental Policies and use of sustainable products which accounted for 10% of the total quality score.

4. Contract for external Caterers for the Town Hall – included evaluation questions regarding sustainability, developing “Fair Trade” procurement in their supply chain, and how the Suppliers can support local businesses which accounted for 15% of the total quality score.

5. Contract for Banking with Barclays – included a question based on 5% of the score which requested details of the Social, Economic and Equality benefits offered in the Oxford area. Response included examples of employee volunteering, Life skills (Covering the transition into work to 11-19 year olds) and Money Skills (covering young and disadvantaged people assistance in opening bank accounts etc) to over 250,000 in the last 3 years, and have employed over 1000 apprentices UK wide per annum.

6. Contract for the repairs to the Covered Market roof included a provision for the Supplier to employ an apprentice.

7. Barton Park contract included the Contractor employing 8 apprentices, 7 local enterprises being employed on site and have worked with local educational institutes to  organise visits to site for pupils.

8. Tower Block refurbishments Contract included 4 new jobs created, 6 new apprentices, 12 work experience placements – 3 of which were those facing greater social barriers, 8 school visits to provide career advice, 4 visits to provide career advice to long term unemployed, Work with local partners, including OCVA, to support one initiative per year targeted at hard to reach groups, 1 workshop with Chamber of Commerce to support new business start-ups in the contract area, 2 visits to provide business planning support, financial advice, legal advice and HR advice to support community and voluntary organisations / social enterprises, provide 2 events to deliver energy efficiency advice and target fuel poverty within each of the tower blocks at the start of each winter period, support a local charity – in fact Shelter received £2,700 from the Contractor, and protecting bio-diversity with the installation of bird boxes.

9. Contract for insulation included a requirement to insulate the lofts of one of the local homeless hostels free of charge.

f. Oxford Direct Services Ltd

The Councils teckal company, Oxford Direct Services Ltd, ensures provision of social value in many of the areas identified above as well as, charitable donations of pre-tax profits and the employment of employees through Aspire Oxford an employment, recovery and rehabilitation charity that creates accessible, meaningful work placement, training and employment in Oxford. 
g.  Outside of Procurement

Outside of the tendering process the Council has achieved many additional Social Values to both commissioning and work within the Welfare Team.

a. The Welfare team have achieved community savings in 2017/18 of £706,642., based on the cost-benefit analysis, recommended by Central Government to demonstrate the amount of taxpayers’ money saved by working with individuals to obtain full time work. 

b. The Commissioning Team also award many EU Grants to increase social inclusion by supporting residents towards and into sustainable work, and to promote employment opportunities

Projects aim to help residents get skills and qualifications needed in work, to actively promote and engage in partnership working with other key stakeholders within communities and to engage with a range of Oxfordshire employers. 

Projects include:

· helping the long term unemployed and involuntarily workless move closer to the labour market

· employment and training programmes giving residents the skills to find work

· supporting first generation migrant women to access skills training and job opportunities

· access to volunteering

· work placements

· temporary work and training contracts

· other activities offering opportunities to participate and demonstrate commitment

· To help residents become better qualified and raise educational aspirations

Activities include:

· educational programmes for young people who are NEET

· adult education

· youth engagement and youth leadership projects

· mentoring

· community education projects aimed at raising aspirations

· projects that support family learning

Target groups for these projects

· People who are homeless or at risk of homelessness

· Offenders and people with a recent offending history

· ESA claimants who may be able to work

· People affected by chronic ill health, anxiety and depression

· People over 50

· Ex-service personnel and family members

· People recovering from drug and alcohol addiction

· People with ESOL needs

· Refugees who qualify to work in the UK

· Single parents, particularly those entitled to free childcare

· Young people who are NEET

· Adults in the Troubled Families programme

· People who have come off the Work Programme

· People who are long term unemployed and who need intensive support

· People in temporary or low paid work who need intensive support

· Intensive support will have the goal of increasing self-esteem, confidence and core employability skills such as ICT, literacy and CV development.

The current projects are

	Organisation
	Name of project
	Grant awarded

	Ark-T Centre
	Our Voice is Our Power
	£24,350

	Aspire Oxfordshire
	Enabling pathways to employment for refugees and ESOL learners
	£44,900

	Asylum Welcome
	Enabling pathways to employment for refugees and ESOL learners
	£13,080

	EMBS Community College
	Enabling pathways to employment for refugees and ESOL learners
	£13,620

	EMBS Community College, working with Ark T, OYAP Trust, RAW Workshop, Young Women’s Music Project
	Take 2
	£46,740

	Farm-Ability
	Doing, Belonging, Becoming
	£21,244

	Workers Educational Association
	Enabling pathways to employment for refugees and ESOL learners
	£6,855

	Film Oxford & Fusion Arts
	I Creative - Cowley Road Carnival project
	£24,306

	The Porch
	Steppin' Forward
	£18,682

	Yellow Submarine & Friends of Hill End
	Can Do
	£26,400

	Film Oxford & Fusion Arts
	I Creative 3 - Common People Festival Project
	£28,100

	Incredible Edible Oxford
	Incredible Edible Oxford
	£32,841

	Leys News
	Community Learning and Training
	£26,730

	Oxfordshire Play Association
	"Get Qualified"
	£17,543

	Soha Housing and Employment Action Group (Berinsfield)
	Launchpad
	£32,200

	Startuponline
	Breaking the Cycle 2
	£15,864


In addition we have also recently awarded funding to another 4 organisations.

South Oxfordshire Food & Education Alliance (SOFEA)

Oxford Wood Recycling

Bicester Green re-use Centre

Root & Branch

5. Social Value Issues
The legal basis for public procurement in the European Union is provided by within the OJEU Directive and offers some scope for taking account of social considerations, provided they are linked to the subject-matter of the contract and are proportionate to its requirements and as long as the principles of value for money and equal access for all EU suppliers are observed. 

It must be decided case by case based on which social considerations are relevant to the procurement of the requirement, depending on the category and on the objectives, to what social value questions can be incorporated into our tenders.

Obtaining “Value for money” means choosing the supplier that offers “the optimum combination of whole life costs and benefits to meet our requirements.” 

Ethical considerations that are “relevant” to the subject matter of the contract may arise where there is a risk to the Council for instance, from a supplier being unable to deliver the product or service to time and of sufficient quality due to say insufficient health and safety provisions for its employees. If a clear link is established between poor conditions of employment and the ability or motivation of an employee to maintain required equality standards, this will be relevant. But there needs to be a clear link.  

Oxford City Council is keen to improve the way we procure to ensure not only continue to comply with Social Value Act and LGA  but also to increase our social value considerations and value for money in all aspects to incorporate the Council’s corporate priorities.

6. Options for improvement

The Council has looked at the requirements and areas in which we could improve these are listed below, these are optional and can all be independently agreed.

a. Weighting 

It would be useful to consider a change of the Constitution to request all below 150k spends include a minimum of 5% weighting of tenders to be based on social values.

Oxford City Council should aim for 5% social values weighting for all non OJEU procurement requirements to be reviewed annually to look at increasing to 10% 1st year 15% second etc, so for instance we currently suggest asking potential suppliers to provide details and evidence of how they meet the Council’s social value objectives, if no other suitable question is suggested by the stakeholder.

Manchester City Council had a target of initially 10% of the Quality score being based on social value when evaluating non OJEU tenders, but that was increased in November to a minimum of 15% of the overall weighting. Bristol City Councils current target is 10%.

For over OJEU there does need to be more consideration as the social value must be relevant to the requirement.

But where this is possible, for instance – should a service for collection of Cash be required we could add a question relating to what % of your work force are employed on a zero hours contracts as we could take a high percentage of staff employed on zero hour contracts and perhaps less reliable as their loyalty to the supplier maybe in question. We can ensure the question adheres to the social values weighting agreed for non OJEU.

b. Additional/Updated Policies

The Council requires an updated Environmental/Sustainable/Ethical Policies to include more details about the requirements of the Social Value Act.  This can become part of the standard tender pack for use by all service areas across the Council this we can incorporate into any new tenders/contracts which will ensure that Suppliers comply with these requirements. 

This would include, for instance, requirements that the Suppliers agree to buy/use FSC timber only or reduce staff travel wherever practicable or be committed to reduce its reliance on finite/scarce resources and to minimise the environmental impact of its operations including its supply chain.
 c.  SME/VCS Payments

The Council could consider paying SME’s and Voluntary Community Sector within 14 days, as we currently do for Local companies upon request. This gives us more opportunity to work with these businesses and assist in encouraging these businesses to tender for Council projects. This will also support the LGA Small Business: GREAT Ambition which aims to assist small business they account for around half of UK jobs. 

d.  Green Public Procurement (GPP)

The Council should seek to implement the Green Public Procurement policy on all spends, Green Public Procurement (GPP) means that public authorities seek to purchase goods, services and works with a reduced environmental impact throughout their life-cycle compared to goods, services and works with the same primary function which would otherwise be procured, but only if this offers the Best Value. Additional specifications are available through the EU GPP website which we can insert into our requirements. 

Conclusion

1. The Social Value Act introduced a number of requirements for Public Sector organisations to consider the provision of ‘social value’ in the procurement of services under OJEU procurement rules. Oxford Council encourages the inclusion of social values in a number of areas and it fairs well in comparison to other authorities in achieving this although it is not something that can always be enforced within procurement evaluation. The Council will continue to encourage these values and monitor their application
	Report author
	Amanda Durnan

	Job title
	Strategic Procurement and Payments Manager

	Service area or department
	Finance

	Telephone 
	Ext 2095  

	e-mail 
	adurnan@oxford.gov.uk
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				Jul-18		50.93		74.95																								Jul-18		23.79						2131629.26		9023234.7		4837475.16		23.62%		53.61%				4185759.54		50.93%

				Aug-18		50.92		38.56																								Aug-18		51.98						1469999.86		2958652.2		71619.62		49.68%		2.42%				2887032.58		50.92%
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