A step-by-step guide for procurement professionals
involved in buying complex service categories.
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Introduction.

Buying complex services is by definition
never going to be a straightforward process.

In some respects the traditional
procurement approach has to be
set aside and a more ‘agile’
approach adopted.

If you don’t get the buying process right,
you’ll be accused of not understanding
the business and run the risk of
stakeholders buying extensively off
contract. Your credibility will suffer.

It’s important therefore to deliver a

thorough tender and pre-tender process.

This guide is aimed at procurement
professionals and other stakeholders
involved in the buying process. Whilst
Comensura’s expertise lies in the
temporary, permanent and contractor
labour as well as Statement of Works
categories. We however expect this
guide to be a useful accompaniment to

support the purchasing of other complex
services, such as marketing, accounting,
consulting, engineering, financial
advisory, legal and tax, etc.

What is a complex service?

We define a complex service as one

that involves multiple stakeholders

and multiple decision makers in the
buying process and, often for strategic
purposes, where needs will often change
from day to day. The Chartered Institute
of Procurement and Supply apply the
following definition:

“Complex procurement occurs when
the specification is difficult or is
an innovative or bespoke product
or service. Therefore, procurement
becomes higher risk to the organisation
given the degree of competition which

is often restricted to a limited market.
The contract will often be more detailed
and agreed using different commercial
models.”

Basically the buying of complex services
is by definition, complex. This therefore
requires the buyer to develop

a far broader understanding of the
service, stakeholder requirements and
political ramifications, to ensure that
the service is bought effectively.

Complex services often deliver outcomes
on which your organisation is dependent.
Stakeholder views and needs have to

be taken into consideration. The tender
process should not solely be about

price negotiation.
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There are a number of complex services.

Permanent
Recruitment

Professional Statement

of Works
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Before you start.

If you want to buy complex services effectively it’s important that
you understand the service itself, the way that stakeholders across
your business use it and the options that are available in the market.

If there are any gaps in your We recommend three stages to
understanding try to address these before undertake before you even begin
going to market. You may wish to: the process of creating a tender

specification.
v Engage external

consultancy support These are:

« Canvass the views 1. Conduct a discovery analysis

of relevant suppliers 2. Engage with stakeholders

« Establish the views of stakeholders 3. Market test

The aim of all this pre-tender work
should be to not only fill the gaps in your
understanding of the category, but also
to establish the relevant factors that will
define the success of the service.
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If all you know about the service is that
you’ve paid supplier/suppliers a headline
figure for it, then you should carry out
some discovery analysis to get a feel for
how those costs have been put together.
A discovery analysis is research on the
category to truly understand what is
spent, with whom and for what reason.

For example, in the temporary agency
staffing category, the unit cost for a
worker supplied will typically consist
of a number of components:

Pay

Employers national insurance
Working time regulations
Pension auto enrolment

Agency workers regulations
enhancements

Margin

Agencies calculate their margins in
different ways — some as a percentage of
pay, some on pay plus statutory on-costs,
some on pay plus some of the statutory
on-costs and so on. Margins differ
depending on the type of worker
supplied and the level that they are at.

Pay rates for the same type of worker
may be uneven. There may be stealth
costs where actual usage has exceeded
planned or permitted usage.

The best way of finding out this
information is to ask suppliers to explain
how their charges are put together and
then make a comparison between them
where like for like services are provided.

Better still, if you are considering
managed services as well, find out if a
managed service provider will do the

discovery analysis for you and at no cost.

This is something Comensura undertakes
for potential customers, as it helps us be
clearer about the savings and benefits
we can deliver.

If you are unsure of a process or require
clarification, ask two or three suppliers
for an explanation. You will be able to
bypass any sales rhetoric where they
provide common answers on the

points raised.

Smarter
sees

everything.
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Before you start

2. Engage with stakeholders

The next step...

Once you have completed the
three steps above and taken
stock of the findings, you will be
in a significantly better place to
construct the tender process.

Some key steps on the tender
process are highlighted on the
following pages. These aren’t
meant to be definitive steps,
3. Market test rather key steps to follow and
add to, subject to your own
organisation’s approach
to tendering.
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The 6 steps to buying complex services.
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The specification

This will normally cover: The specification should outline the market has no experience of delivering
benefits that you expect to receive and it you could be creating a recipe for

the minimum standards expected. disaster, and an expensive one at that.
Where the stakeholder has a request

for a technology based process to be
incorporated, remember that the Internet

Key aspects of how the service will
be delivered on a day to day basis
This should flow from your stakeholder

AEEEUM TEITEE 2T engagement sessions and be placed into

Implementation context of what offerings are available 1) o s G A e A
i SIS (EL SN RO EUERIICS G772l but even they have their limitations
Added value and continuous discovery analysis. .
!mprovement PEREIIETEE Trv to st lear kina bidders t The more detailed the specification,
T el e (Ll ry to steer C sar froft a8 '?g IGAETS €0 the fewer questions you will get from
. create a service that doesn’t currently el e e S, e he etis
Any applicable systems to be used exist. Some stakeholders will tell ’

the quality of response should be.
you what they want to see, but if the g v &
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Step 2 -

The questions section should ask bidders to detail
how they will deliver against the specification.

Before drafting your questions have a
think about the tender process and its
different stages. If you are not planning
to hold interviews with bidders then

the tender responses should carry a

high level of detail to enable you to
evaluate the bidder properly. If you are
interviewing bidders, it may be prudent
to limit the word count on responses so
that bidders provide a summary in the
tender and a more detailed response

at the interview. This is particularly
important if you have asked stakeholders
to attend the interviews as they are more
likely to read tenders in advance where
the responses are brief.

A way to work

Some bidders will provide an executive
summary of how they plan to deliver the
service. This may be a generic summary
or tailored to your specification. In order
to assess bidders on a like for like basis
we would recommend that the first
question you ask of bidders is how

they would deliver the specification.
This not only ensures that you receive
an executive summary from all bidders,
but also enables you to identify those
that have read the specification and
those that haven't.

It’s important to remember that the

service you are tendering for is complex.

Use open questions throughout so that
bidders can discuss their service in their
own terms. Use generic questions for
generic topics only — for example ‘outline
how your account management structure
operates’.

If you are looking for a specific response,
place a context to the question before
asking how the bidder would act.

You may want to incorporate stakeholder
questions or concerns here.
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Step 3 - .

If you have carried out some discovery analysis prior to tender, or have
asked a service provider to do this for you, you should have a good
handle on the varying pricing structures associated with the category.
Share the discovery findings with bidders in the tender process.

Margin pricing Gain-share or shared savings pricing
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Step 3 - .

If you have carried out some discovery analysis prior to tender, or have
asked a service provider to do this for you, you should have a good
handle on the varying pricing structures associated with the category.
Share the discovery findings with bidders in the tender process.

Gain-share or shared savings pricing Service provider fee

9

Add-on costs Smarter

saves
money
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Step 4 - Process.

Having engaged stakeholders prior to going to market,

it is advisable to incorporate them in the tender process.

Complex services are often emotive
for the stakeholders that use them,
so it is important to involve them in
the tender process so that they too
become accountable for the choice
of provider.

Given that the service is complex,
it will likely attract different
interpretations from different
potential providers, so a supplier
interview process with stakeholders
involved is recommended, once
bidders’ submissions have been
received and marked. If you don’t
involve stakeholders, you may find
them exerting influence to delay or
prevent an award of contract.

AdD
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Encourage the stakeholders to ask
bidders difficult questions. It is
likely that stakeholders will focus

on exceptions ‘what happens if...’
type scenarios. This is a good way
of testing bidders’ capability, cutting
through the sales veneer.

Remember to send copies of the
tenderers’ responses prior to the
interviews, or even better, be
prepared to give stakeholders a
high level overview of the suppliers’
tender response. In our experience,
stakeholders rarely read bidders’
tenders prior to interview, and often
at best print the tenders off on the
day for a quick skim through.

Set a timetable in the tender
outlining key milestones:

« Tender return date
« Date of supplier interviews

« Anticipated date for notification
of successful and unsuccessful
bidders

« Expected service go-live date

By providing bidders with a timetable
you should be able to avoid spending
time dealing with status update
questions from bidders, as well as
setting expectations internally.
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Step 5 - Evaluation.

Once you have completed your pre-tender research and analysis, you should
have established a number of relevant success factors, and have incorporated
these within the service delivery questions and interview process.

We would not wish to be prescriptive
about the percentage score weightings
applied to service delivery, interview
and pricing as these can be determined
by a number of factors. You may be
able to drive a harder bargain on price
negotiation in a recession for example.

If you have market tested thoroughly and
you understand the category you should
be able to establish a reasonable picture
of market provision. If all bidders are able
to deliver the required success factors to
an acceptable level, the weighting placed
on price could be justifiably high. If it is
obvious that some bidders deliver a low

level of service compared to others,
a higher weighting on quality should
be applied.

In terms of assessment, we'd recommend
asking each evaluator on the assessment
team to mark independently. This will
give a balanced opinion when the results
are put together. Evaluation by verbal
consensus is very dangerous, as it can
allow certain people to dominate or
overtly influence proceedings.

Smarter
thinks
differently
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Step 6 - .

If you typically use a standard ‘goods’ contract,
it is unlikely to be suitable for complex services.
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About Comensura.

Comensura is obsessive about delivering a smarter
way to work for customers with complex resourcing
requirements. We give them access to the contingent
and permanent labour they need through a network

of specialist recruitment suppliers. Our independent
approach helps them resource all their staffing
requirements, with efficiency and control at every step.

Comensura is a supply management specialist who manages the supply of temporary, permanent and consultant labour into large organisations in the
public, private and not for profit sectors.

Comensura Limited, a wholly owned subsidiary of Impellam Group Plc.

Comensura Ltd, 800 The Boulevard, Capability Green, Luton LU1 3BA

This Comensura publication provides information on issues and developments of interest to our clients and friends. The material is not a comprehensive
treatment of the subject matter covered and is not intended to provide legal advice. Readers should seek specific legal advice before taking any action
with respect to the matters discussed in this publication.

The information contained in this document is for general guidance of matters of interest only. While we have made every attempt to ensure that the
information contained has been obtained from reliable sources, Comensura is not responsible for any errors or omissions or for the results obtained
from the use of this information.
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