Representing more than 100
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...with a combined annual turnover of over £3bn...
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Others 3%
Training providers 2%

Contractors 40%

Distributors 6%
Consultants 14%

Procuring
for the

future

Manufacturers 35%

The objective of ‘Procuring for the future’
is to promote a dialogue between all
stakeholders in the water industry which leads
to more transparent, efficient, cost-effective
procurement in future AMP periods. In other
words, the delivery of capital investment at
lower unit cost.
Manufacturers, distributors, contractors,
consultants, service providers and water
companies: we are all part of a single supply
chain delivering water and sewerage services
to the general public and industry.
This report is based on the responses of SBWWI member
organisations to a questionnaire which was circulated in
May 2010.
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Water industry supply chain - future procurement report

The report’s author, John Batty – Bluejohn Marketing Ltd,
presented the report’s interim findings to delegates at an
SBWWI waste water seminar on 1st July and a ‘Procuring for
the future’ workshop was held on 15 September 2010.
The questionnaire and the workshop sought to obtain the
views and opinions of SBWWI members in order to provide a
framework for a public document, ‘Procuring for the future’.

Water industry supply chain - future procurement report

There is considerable concern within the membership of the
SBWWI regarding the cost, administrative burden, and general
inefficiencies in water industry procurement practices.
The general philosophy of this SBWWI research
and report is that the water industry supply chain,
including the water companies themselves, has a
finite amount of resource. Better that this resource
be directed towards activities such as training and
research and development rather than absorbed
by procurement practices which are viewed
by many as inefficient, ineffective and which
frequently leave all parties dissatisfied with the
outcome as well as the process.

Our objectives
• Identify the costs and inefficiencies in water
industry procurement practices
• Put forward proposals as to how procurement
practices could be improved for the benefit of
all parties
• Stimulate engagement and discussion with the
wider water sector on procurement practices

Improve communications
• Procurement processes and objectives are
frequently framed in high-level strategic language.
SBWWI members need to understand the
terminology used by procurement professionals:
procurement strategies and documentation should
adopt Plain English. Clearer communications
benefit all parties by eliminating misunderstandings,
reducing errors, and allowing all parties in the
procurement process to focus on best value.
• Suggestion: SBWWI to host seminars run by
water industry procurement specialists.
• Suggestion: There may be scope for a short
course water industry procurement qualification
valid for both water company and supply chain
executives. The Institute of Water may be a
suitable awarding body for such a qualification.

Agree fundamental principles

Minimise waste

Increase understanding

• When analysed, many of the ideas generated
through SBWWI workshops and questionnaires
are simply advocating a ‘return’ to common sense,
fundamental principles. These include for example:

• Current procurement pre-qualification procedures
are perceived as overly bureaucratic and
repetitive. There exists major scope to remove
cost from certain aspects of the procurement
process for water companies and suppliers alike.
Achieving many of these cost and time savings
simply requires a collective approach on the
aspects of procurement – pre-qualification and
documentation – which are equally burdensome
for all parties.

• SBWWI members need to better understand
the water companies’ procurement drivers and
expectations.

Clarity
o Binding timetables for both the water companies
and suppliers
o Provision of a clear log of changes to tender
documents as the procurement process
progresses
o Greater clarity about the true drivers which will
frame the final procurement decision
Equity
o A willingness to meet, or at least share,
unforeseen additional costs which arise during
the procurement process
o Water is a ‘long-term’ business. Whole life costs
should be clearly identified in the procurement
evaluation process
Engagement
o Water companies would benefit, in terms of speed
and accuracy, from earlier input from suppliers on
matters such as specifications and timescales
o Tender ‘kick-off’ meetings and briefings as early
as possible in the procurement cycle
o Engagement of client managers, operations
and delivery teams in the procurement event.
Procurement operating in isolation delivers suboptimal outcomes
o Technology has a role to play, but it is secondary
to face-to-face communications
• Suggestion: Water UK and Ofwat to provide
a forum in which a set of fundamental guiding
principles can be formulated and signed up to by all
parties. These principles to form part of the Ofwat
price review process.

• Suggestion: Universal acceptance and
endorsement of Achilles Verify by water
companies. In return, a major reduction in the cost
burden of the Verify procedure for suppliers and
water companies alike.
• Suggestion: Universal standard procurement
processes and documentation for each major
product/service category. Possibly along the lines
of the New Engineering Contract (NEC) prevalent
in the civil engineering sector. Water UK could
play the role undertaken in the NEC process by the
Institute of Civil Engineers with SBWWI and other
stakeholders also involved in formulating standard
processes and drafting documentation.

• The Strategic Direction Statements provide a
long-term strategic framework for water company
procurement. Ofwat price review guidance
documentation/notes provide the context for each
AMP period.
• Suggestion: Exchanges – water company
personnel placed in supply chain companies and
vice-versa.
• Suggestion: SBWWI to get closer to the price
review process and provide earlier guidance for
members.
• Suggestion: Short course water industry
procurement qualification.

Embrace innovation
• Supply chain members need to improve their
market research and build better, financially robust
business cases for their innovations.
• Water companies to provide more ‘go and show’
opportunities for innovators.
• Ofwat, working with the water companies and the
supply chain, needs to ensure that innovation is
correctly valued and promoted in the price review
process.
• Innovation isn’t just about ‘product’, it’s about
process as well. The water industry is too
‘conservative’. There needs to be a shorter process
for the adoption of new ideas.
• Suggestion: Water company structures where
innovation reports directly to the Chief Executive
– the key strategist – is one way of shortening
implementation cycles.

Use representative bodies to facilitate
change
• Water UK represents the collective voice of
the water companies; SBWWI/British Water
represent the collective voice of manufacturers,
distributors, contractors and service providers;
Ofwat represents the voice of the government
and the public interest. Together they provide a
forum in which issues relating to procurement
can be debated and resolved to the benefit of all
parties – but only if the proposals put forward by
such a forum are supported and respected by their
constituent members.
• In particular, Ofwat should recognise it has a role
to play in creating conditions which facilitate more
effective and efficient procurement.
o Ofwat to recognise the supply chain as a key
stakeholder in the water industry and provide a
platform for greater supply chain involvement
in the price review process
o Water company delivery costs could be reduced
by ‘flattening’ the profile of water industry
spend. Currently, procurement costs peak
(years 1 and 5) when spend is at its lowest:
procurement costs for framework suppliers,
consultants and contractors can reach 5% of
turnover for the year in which the AMP tender
process takes place. Ideas could include, for
example, staggering price determinations
• Suggestion: Creation of a water industry
procurement forum tasked with developing,
for example, standard documentation and
fundamental principles in advance of PR06. The
forum could play a part in breaking down the
‘them and us’ culture in the water industry. In
reality, we are all part of a single supply chain that
delivers water and sewage services to the general
public and industry.

Recognise and value water industry
procurement as a specialist role
• The supply chain perception is that the role
of procurement in the water industry has
been devalued. In particular, there has been a
breakdown in holistic thinking due to the lack of
technical knowledge and understanding on the
part of many of the ‘supply chain professionals’
recruited from other industrial and commercial
sectors.
• Suggestion: The water industry should aspire to
become recognised as leaders in ethical, effective
and efficient industrial procurement. All water
company procurement professionals should
possess an understanding of water operations
and engineering processes in order to recognise
the impact the decisions they take have on service
delivery as a whole.

