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	Finance Panel

	Date:
	25th February 2020

	Report of:
	Head of Financial Services

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



	Summary and recommendations

	Purpose of report:
	In December 2018 The Finance Panel considered a report on the Council’s response to the Social Value Act 2012 and Local Government Act 1999 with regards to the Procurement of supplies and services.
This report summaries progress to date.

	Key decision:
	No

	Cabinet Member:
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Introduction and background 
1.1 	Social Value is considered as the wider benefit gained by the local community, businesses and the environment through the better spending of public money.
1.2 	In December 2018 The Finance Panel considered a report on the Council’s response to the Social Value Act 2012 and Local Government Act 1999 with regards to the Procurement of supplies and services. Recommendations from Finance Panel were subsequently approved by Cabinet (formally known as City Executive Board) on 13th March 2019. This report provides an update on progress to date on the embedding of these recommendations into procurement processes.

Progress to date
2.1 	The agreed recommendations were as follows:
	Table 1: Recommendations agreed at CEB in regard to Social Value

	Agreed CEB Milestone Description
	Target Date
	Completion Date
	% Complete

	Minimum requirement of 5% weighting on all non OJEU (below £180k) tenders to be included on all procurement templates
	
December 2019
	
May 2019
	
100%

	Minimum requirement of 10% weighting on all non OJEU (below £180k) tenders to be included on all procurement templates in 2020
	
December 2020
	
	
0%

	Minimum requirement of 15% weighting on all non OJEU (below £180k) tenders to be included on all procurement templates in 2021
	
December 2021
	
	
0%



2.2 	The Procurement Team continually identify and implement improved processes and exceeded the first recommendation above by adding the 5% weighting to all Procurement templates i.e. OJEU, non OJEU and Request for Quotes to capture Social Value on all low and high value projects.
2.3 	In addition to the above the Procurement Team have also introduced the evaluation of suppliers in compliance to the Modern Slavery Act 2015 for both Invitation to Tender (ITT) and Request for Quote (RFQ).

Data report for Social Value proposals 2019

3.1 	The concept of social value and the subsequent agreement to include within the evaluation of the procurement of goods and services when relevant and proportionate, has been introduced not only into the Council but also into the business undertaken by the Councils wholly owned companies, Oxford Direct Services Ltd (ODSL) and Oxford City Housing Limited (OCHL).

3.2 	The data is taken from the suppliers written response/submission to the Council’s requirements for each project and therefore may not have included everything they treat as ‘business as normal’, such as paying the Living wage, using electric vehicles, waste recycling, paperless systems etc.

3.3 	Some Request for Quote Social Value responses are currently not captured on the Contract Register, this is because a formal contract is not required due to a Purchase Order constituting the contract.

3.4 	The award criteria for Social Value when relevant and proportionate is mandatory at 5%, but can be increased if it is felt to be  relevant and proportionate to the project. Supplier’s proposals are evaluated using the scoring framework below and the total pro-rated to give a percentage score out of the maximum percentage set for Social Value:

· Score of zero - Nil Response, or Proposal is so incomplete or irrelevant that it is not possible to form a judgement
· Score of 1 - Almost unacceptable, response is limited or proposal is inadequate or substantially irrelevant.
· Score of 2 - Below expectation, proposal does not fully address the requirement and gives rise to a number of concerns about its potential reliability.
· Score of 3 - Satisfactory, proposal generally meets requirements, gives minor reservations about meeting some of the requirements.
· Score of 4 - Good, meets expectations, proposal provides detail that is directly relevant, gives confidence as to reliability to meeting all key aspects of the requirements.
· Score of 5 - Comprehensive, proposal exceeds expectations, gives high confidence that all key aspects of the proposal may be relied upon without reservation, offers added value and innovation that is relevant to requirement.

3.5 	In 2019/20 to date out of 52 awarded contracts valued between £35,000 and over the OJEU threshold of £180K, for OCC, ODSL and OCHL there have been 75 varying proposals from 33 awarded contracts (19 contracts were not relevant) regarding Social Value and environmental benefits. This information is shown for each organisation in Appendix 2 with a summary shown in Table 2 below.


	Table 2 :  Social value submitted by suppliers

	
	OCC
	ODSL
	OCHL

	Support mentoring, placements and apprenticeships: Offers vary from taking on an apprentice in years 2 or 4 of a contract, or taking one on when the spend is over £5m, or just looking into the apprenticeship schemes/ ex-military schemes
	3
	7
	3

	Recruit/support local subcontractors and SME                Offers vary from using local suppliers as sub-contractors, spending locally for supplies, support local employment, sub-contract 80% to SMEs
	1
	6
	3

	Support a charity donation
Offers vary from charitable contributions, donations to community funds, donations to Oxford based charity, Oxford office to raise money for local hospice
	0
	7
	0

	Support/provide time to volunteer for community work/engagement
Offers vary from providing 1 staff a day to help at a community or voluntary group, provide 1 day voluntary work, 1 hour per week community engagement
	0
	5
	3

	General response in line with our corporate priorities.
Some responses just agreed with our objectives/principles with no specific benefits
	6
	0
	0

	Contribute to the delivery of Oxford’s Zero Emission Zone
Proposals around supporting a reduction in emissions 
	7
	1
	0

	Support Oxford Living wage
Only 3 tender proposals included in SV submissions but all suppliers sign up to Terms and Conditions that state that supplier/sub-contractor shall make all reasonable endeavours to ensure they comply with the “living wage”
	0
	0
	3

	Provide H&S cost advice/awareness training
	1
	1
	0

	Support paperless systems
	2
	0
	0

	Support the environment (reduction of noise, air and chemical pollution)
	1
	1
	0

	Work placements 
Offers vary around work experience, 4 weeks work placement, work placement for Academy
	0
	3
	0

	Work with schools or colleges in Oxford
Offers vary from 40 hours with schools or colleges, attending a school career event, run sustainable design w/shops, career fairs. 
	1
	3
	0

	Increase tourist revenue
	1
	0
	0

	Invest in hybrid vehicles - reduction in carbon footprint
	1
	0
	0

	Specialist advice to local people
	0
	1
	0

	Support disabled residents of Oxford (and their families) 
	1
	0
	0

	Support the eradication of vehicle congestion
	1
	0
	0

	Support waste recycling
	0
	1
	0

	Use environmental friendly packaging
	1
	0
	0

	
	27
	36
	12



3.6 	The Council is not at liberty to legally enforce the payment of the Oxford Living Wage. The Council has recently introduced a Self-Certification Scheme for suppliers to sign up that they pay the Oxford Living Wage and there are currently around 20 suppliers who have done so.  Whilst this is not a specific requirement for a supplier to self-certify currently, this will be introduced as an improvement for 2020.
3.7 	It should be noted there are no specific government guidelines to measuring the value of social value offered by different organisations, therefore in this initial phase of introducing an element of social value into our procurement process, much of what has been put forward can only be checked through appropriate contract monitoring by purchasing managers once the contract has been awarded. In 2020 contract management training is to be undertaken by the Procurement Team and will address the Councils Social Value objectives such as:
· realising Social Value proposals
· supporting the Oxford Living Wage scheme
· annual check on the Council’s suppliers on their Modern Slavery Act Statements

Conducting Business with SME’s and local suppliers
4.1 	Since Social Value is concerned with local communities it follows that undertaking business with local suppliers and indeed, Small and Medium sized Enterprises (SME’s) would add to the Councils embedding of social value. 
4.2 	What is an SME?  The UK government follows 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). The current target for Government spend with SMEs is 33% by the end of the current Parliament in March 2022, a revision of the end date of 2020.
4.3 	The Council report into Corvu on the percentage of spend with national and 
local SMEs used per month.  As of December 2019 the target for the Council’s SME spend was set at 28.53% (taken from Corvu measure FN052). 

Spend for OCC (excluding ODSL, ODST and OCHL) from January 2019 to December 2019 was £33,455,562.43.

From January to December 2019 the Council (excluding ODSL, ODST and OCHL) achieved an average of 64.10% of spend with national and local SMEs, peaking In the month of August at 72.86%. 
4.4 	Consideration should also be given to the amount of spend which is via other large contractors who then purchase through an SME (classed as indirect SME spend) (contractors who sub-contract to local suppliers) Figures indicate for ODSL this is running between 20 and 43%% of spend.
4.5 	In 2020 to try and increase the Council’s and wholly owned companies procurement spend with SMEs, Procurement will look at various options:
· In early 2020, hold a suppliers engagement event, to include local suppliers, SMEs and Voluntary Community Social Enterprises (VCSE).
· To raise awareness of the SME, VCSE and Social Value Agenda across the business via team bulletins, workshops and contract management training
· To engage with local SME representative groups i.e. Federation of Small Businesses

· To review all Procurement processes and identify where we can compliantly assist SMEs to engage and bid for more contracts

· Consistency of approach with other departments within the Council

4.6	The Council has a good track record of work in this area as shown in the following graphs. The graphs below show Information for spend in the Council, Oxford Direct Services and Oxford City Housing Ltd over the period 1-1-2019 to 31-12-2019 split between national and local SME’s







4.7 Use of local suppliers
4.7.1 		Using local suppliers clearly helps the local area in terms of employment and wellbeing of residents in the locality. Oxford City Councils local spend for December 2019 achieved 38.92% and for local SMEs we achieved 31.52% as shown in the following graphs:



4.7.2	It is ODSLs intention to engage with more local suppliers and to find ways to make it easier for SMEs to work and bid for work with ODSL.





4.7.3 	OCHL local (and SME) spend can be unpredictable as the charts show below, the    100% point indicates spend of £8k with local suppliers, whereas for April and May, spend was around £400k (in total) with minimal local suppliers being used, most being National SMEs.





Payment for Goods and Services
4.7.4	In addition to paying 99.9% of our undisputed invoices within 30 days of receipt the Council already pay all local SME’s within 14 days of receipt. 

Key Learning points to date

5.1 	Recent Social Value webinars acknowledge that there are challenges to embedding Social Value into Procurement processes, the three main areas of concern have highlighted that many authorities are:
· still struggling to have a consistent approach with mixed practices from public sector buyers and suppliers, 
· there is no standard effective way to measure SV  and 
· there is no scrutiny or consequence for failing to deliver SV commitments identified during the procurement process.

5.2 	Whilst Oxford City has made a start there is still much to do across the organisation. Issues that have arisen to date include:

· Risk of Internal staff using old templates.
· Risk that Contract Managers will not ‘realise’ the benefits offered on tender proposals.
· Tenderers proposals come in many different formats and often their proposals are difficult to place a value on in GBP.
· Social value should be linked to the subject-matter of the contract and proportionate to its requirements, therefore case by case considerations must be made ensure relevant social value questions are included in the building of tender/quote documents.
· Balancing how we take into consideration and incorporate sustainability, ethical, environmental, social value and working with local SMEs and voluntary enterprises including Social Enterprises into Procurement exercises, as well as obtaining “value for money” and choosing the supplier that offers “the optimum combination” of whole life costs and benefits to meet our requirements.
· We cannot insist a Supplier pays the Oxford Living wage (or, indeed, that it adopt any pure employment terms beyond those required by law). Problems arise where:
· Staff members are employed to work on a mixture of contracts, not all of which require the Oxford Living wage to be paid.
· Where only some suppliers named on Framework Agreements pay the Living Wage. The suppliers who don’t adopt it can win mini competitions on proposing lower prices. There is a risk of challenge from the losing supplier supporting our OLW scheme.
· Contracting authorities cannot easily monitor adherence to the payment of the Oxford Living wage or be able to enforce it.
· SME’s may be disadvantaged if the Council cannot effectively create a level playing field for the scoring of SV , Oxford Living Wage and various other elements
· Not all Contracts are awarded by Procurement and therefore it is unlikely that all Contracts have SV, Oxford Living wage, Modern slavery etc. captured.
· There does not appear to be a SV corporate policy encompassing a procurement element.
· Other Councils and partnerships may be experiencing the same issues and it may be pragmatic to work with those organisations to create an Oxford wide policy.
· If too much weighting is placed on SV, Oxford Living Wage, Environmental impacts etc. it may mean that a supplier is selected who scores highly in this area, but who may not be technically better or provide best value for money to the Council
5.3 	Within the report from Finance a number of other recommendations were put forward for consideration, although little work has been undertaken on these areas to date. These include:
· To update all Environmental/Sustainable/Ethical Policies to include more details on the requirements of the SV Act
· The Council should seek to implement the Green Public Procurement Policy on all spends
· For the Council to consider paying all SME’s and Voluntary Community Sector (to include Social Enterprises) within 14 days, as we do currently for Local companies.

Future Goals and Milestones 
6.1 		Whilst some good progress has been undertaken to date on establishing Social Value offered by suppliers there is more to be done. It is an area which is taxing most local authorities, whilst they understand the principles they have yet to start implementing it in earnest, by benchmarking our local and District Councils we feel Oxford City Council has made an earnest effort to implement it with further improvements defined for 2020.
6.2	A survey of our neighbouring authorities indicates that some do not have any firm processes for dealing with the Social Value element of procurement, whilst others do not have mandatory weightings but ask around social value in individual procurement projects according to what it is they are sourcing and whether Social Value is relevant.
6.3 		The Councils Procurement Strategy is in the process of being redrafted and social value and green procurement will form a major part of this strategy going forward. Future actions over the coming 12 months are shown below:

	Milestone Description
	Target Date
	% Complete

	Redraft Procurement Strategy
	April 2020
	20%

	Apply the Green Public Procurement Policy in the  Procurement Strategy for 2020
	December 2020
	10%

	On award, contract handover document to include any Social Value benefits proposed
	February 2020
	25%

	Contract Management training to include the benefits of realising SV
	Start February 2020
	0%

	‘Meet the Buyer’ event to include Voluntary Community and Social Enterprise sector
	
April 2020
	
20%

	Review 4 toolkits to aid embedding SV and working with Voluntary and Social Enterprises into all procurement processes from pre tender to realising the benefits
	
September 2020
	
25%

	All RFQ contracts SV responses to be detailed on the Contracts Register on set up of contract/supplier
	April 2020
	25%

	Consider increasing Social Value weighting to 10% where relevant and proportionate
	December 2020
	0%



6.4	As part of 2020 Social Value improvements the Procurement Team would like the Council to adopt a question on Social Value (Appendix 1) where relevant and proportionate, the benefits for adopting this will be:
· Council stakeholders and Tenderers will have a better understanding of the areas encompassed in Social Value and the Council’s objectives
· Tenderers responses will be closer to being ‘like for like’ and therefore fairer and more transparent to evaluate
· Making this an approved approach will make it easier to embed into Procurement processes and templates, with communication ranging from internal training workshops, Intranet updates, contract management guidance and one to one advice as required
With better understanding of the benefits proposed and any additional value this offers the Council, we may be in a position to increase the weighting. 
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Appendix 1

Oxford City Council are seeking to engage with providers who will be able to promote 
and deliver to the economic, social and environmental well-being of the City as part of 
the contract, as covered under the Public Services (Social Value) Act 2012.

Please demonstrate where your organisation is able to meet Social Value considerations and your direction of travel over the past 2 years as part of the wider impact of goods, works or services, giving specific details of what will be delivered in line with this contract.

To help Tenderers understand Oxford City Councils commitment to Social Value, we have listed ideas below which the tenderer may wish to consider, these may promote good ideas or are practices/processes already in place and counted as business and usual.
	Weighting 5%

	Jobs: Promote Local Skills and Employment (incl. schools and colleges) 
· Supporting payment of the Oxford Living Wage, align with the Councils self-certification scheme
· Number of meaningful apprenticeships, work placements and mentoring opportunities that pay the Minimum, Local or National Living wage
· Number of hours supporting unemployed people into work by providing career mentoring / CV advice / career guidance
· Number of hours supporting local schools/colleges with career talks / curriculum support / literacy support / workshops / career events
· Supporting opportunities for disadvantages people, long term unemployment / rehabilitating young offenders / people with disabilities
· Improving skills for local people, training opportunities.
· Supporting the Council’s vision of an inclusive economy

	Tenderers response:
Please state if you are willing to support payment of the Oxford Living Wage and  align with the Councils self-certification scheme                                          Yes/No




	Growth: Supporting growth of responsible local business 
· More opportunities for local SMEs and VCSEs, equipment or resources donations to local VCSEs
· % of contracts that include commitment to ethical Procurement 
· A workforce and culture that reflect the diversity of the local community, diversity training for contractors and sub-contractors
· Amount spent in local supply chain through this contract
· Amount spent with local micro, small and medium enterprises (SMEs)
· % of contracts with Social Value embedded in the supply chain, how this is measured and monitored 
· Supporting the Councils vision of delivering more affordable housing

	Tenderers response:




	Social: Healthier, Safer and more resilient Communities 
· Initiatives to help crime reduction
· Creating a healthier community, initiatives taken or supported to engage people in health activities or initiatives
· Vulnerable people are helped to live independently, initiatives taken to support elderly, vulnerable, disabled people
· More working within the Community, hours volunteered to work on local projects, support provided to help local Community
· Supporting the Council’s vision of flourishing communities

	Tenderers response:





	Environment: Protecting and improving our Environment 
· Savings in the reduction of air pollution and how it will be achieved
· Better places to live, voluntary time dedicated to the creation or management of green infrastructure, keeping green spaces green
· % of contracts that include sustainable Procurement commitments
· Saving CO2 emissions and how it will be achieved
· Number of low or no emissions vehicles
· Climate impacts are reduced
· Reduction in waste, recycling / paperless systems / food waste
· Supporting the Councils vision of a zero carbon Oxford

	Tenderers response:



	Innovation: Promoting Social Innovation
· Please describe any other initiatives you are committed to or willing to commit to if awarded this contract i.e. local charity donations / staff or company voluntary time / improving staff wellbeing

	Tenderers response:
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Social Value supplier proposals (May 2019-December 2019)
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Oxford City Council National SME Spend %
National SME Spend %	43466	43497	43525	43556	43586	43617	43647	43678	43709	43739	43770	43800	54.032215649286762	65.670413030007708	69.861157843879951	61.51268182734885	67.249868456534401	60.405945611007098	45.643545642731141	72.860909679752126	70.584747650911112	71.133311743587967	61.151471500782343	69.080216978138509	



ODSL National SME Spend %
National SME spend %	43466	43497	43525	43556	43586	43617	43647	43678	43709	43739	43770	43800	57.722308435074545	64.433567993272973	69.916127682388208	64.124955114365022	61.089681641427717	58.27819983662318	64.081967669174986	68.701031933519047	63.51675407668629	63.136598168934597	74.748837255103339	67.969013734437709	



OCHL National SME Spend %
National SME spend %	43466	43497	43525	43556	43586	43617	43647	43678	43709	43739	43770	43800	96.036149315554496	100	100	98.547913938059764	100	48.255445197160668	100	88.456646622552341	96.126983307298048	48.860195373482327	99.973267621132337	99.869768001356235	



Oxford City Council Local Oxfordshire Spend %
Local Oxfordshire Spend %	43466	43497	43525	43556	43586	43617	43647	43678	43709	43739	43770	43800	36.588795994979606	35.992225977399556	49.428908196514179	48.113948112156059	34.047376049600771	47.12883947340881	29.080386226606038	37.946744978798506	43.727189245039355	46.188561151010404	36.874589531392573	38.915852019667199	



Oxford City Council Local SME Spend %
Local SME Spend %	43466	43497	43525	43556	43586	43617	43647	43678	43709	43739	43770	43800	35.355379329886766	33.780536983880715	43.068091685168618	38.133467987750144	30.991682931453312	39.12530069225442	20.730091991188164	36.586842085830973	39.672026443266738	43.067605528761632	28.309393811898808	31.519491462108494	



ODSL Local Oxfordshire Spend %
Local Oxfordshire Spend %	43466	43497	43525	43556	43586	43617	43647	43678	43709	43739	43770	43800	39.891565275107702	40.101771357814528	39.399509477378686	49.369795295530913	44.869814422560154	44.134508407247409	35.905386925298721	39.424181780945318	53.757545488737435	34.69390533631951	63.420081013730723	48.450552481643612	



ODSL Local SME Spend %
Local 	&	 SME spend %	43466	43497	43525	43556	43586	43617	43647	43678	43709	43739	43770	43800	35.572888579908245	32.073317344668105	35.147473607053563	41.445114852031622	38.141543422591759	37.605776444929781	28.731961259740295	31.809135940369316	39.294665336456944	33.349527883540361	52.953336182670753	44.662135853718908	



OCHL Local Oxfordshire Spend %
Local Oxfordshire Spend %	43466	43497	43525	43556	43586	43617	43647	43678	43709	43739	43770	43800	2.5269345958572424	3.7549661057485197	100	0	0	40.784134537529354	2.8526082275415452	3.7107464692475429	4.3420038049454908	9.3742885140112975	2.6732378867660892E-2	3.7477801070530647	



OCHL Local SME Spend %
Local 	&	 SME Spend %	43466	43497	43525	43556	43586	43617	43647	43678	43709	43739	43770	43800	2.5269345958572424	3.7549661057485197	100	0	0	40.784134537529354	2.8526082275415452	0	4.3420038049454908	9.3742885140112975	0	3.6175481084093137	
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