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Glossary of Procurement Terms

A
Aggregation

Bringing together requirements for similar supplies, works or services so that they can be addressed in one procurement exercise

Award of contract

Confirmation from the buyer (a Local Authority for example) that they agree with the proposed terms of contract, thereby creating a binding contract

B
Benchmarking

Comparison of performance against other providers of similar services, particularly those recognised as adopting best practice

Best Value

Arrangements to secure continuous improvement in the exercise of an Authority’s functions, having regard to a combination of economy, efficiency and effectiveness as required by the Local Government Act 1999; the relationship between worth and cost

C
Call-Off Contract (see also Framework Arrangement)

A contract following a formal competitive process with one or more contractors, suppliers or service providers for the provision of a defined range of works, goods or services which users ‘call off’ to meet their requirements

Category Management

A structured approach to identifying key categories of goods and services and managing these as business units

Collaborative Procurement

Working with other parts of your own organisation, or with external organisations, to undertake procurement activities in order to achieve value for money benefits 

Common Procurement Vocabulary (CPV)

The list of reference numbers that are used to identify goods and services for procurement purposes so that there is a common understanding of what is required across the EU Member States

Competitive Dialogue 

One of the four key procurement processes allowed under the EU Procurement Directive.  Can only be used in defined circumstances – broadly for complex contracts where the final specification is yet to be decided

Competitive Tendering

The process of seeking competing bids from more than one contractor, supplier or service provider in order to identify the one offering the best value for money

Consortium

An unincorporated group of organisations or individuals, often formed to tender for a contract with a view to working together

Contract

A binding agreement made between two or more parties, which is intended to be enforceable at law

Contract Award Notice

Notice of an award of a contract published in the Official Journal of the European Union (OJEU) in line with a template provided by the EU, in fulfilment of the requirements of EU Procurement Directive
Contract Documents

Documents incorporated in an enforceable agreement between a buyer and seller, such as conditions of contract, specification, pricing document, form of tender and the successful tenderers’ responses and relevant correspondence

Contract Notice

Notice, in line with a template provided by the EU, published in the Official Journal of the European Union (OJEU) by contracting authorities, seeking expressions of interest or inviting companies to tender

Contract Value

The total monetary value of a contract over its full duration (not annual value)

Contractor

An organisation or individual who has made a contract to undertake works, supply goods or provide services

Cost Plus

The method of payment by which providers are paid a lump sum or % addition to their costs

D
Daily Rates

The method of payment by which providers are paid per chargeable day.

Default

A breach of a contract condition, foe example, failure to deliver on time

Deliverables

A collective name for the tangible goods and/or services that the supplier or contractor is required to supply
E

e - Auction 

An online exercise in which potential suppliers anonymously compete against each other to lower their tender price

e -  Marketplace

An internet based facility that enables trade between one or more purchasing organisations and a variety of suppliers

e - Procurement

The use of electronic methods in the procurement process.  These can be used every stage of the purchasing process from identification of requirement through to payment, and potentially to contract management

e - Tendering
Sending requests for information and prices to suppliers and receiving the tender responses from suppliers using Internet technology

European Union Procurement Directive
Procurement legislation that is binding on all EU Member States but which must be implemented through national legislation in a prescribed timescale.  This has been incorporated into law in England, Northern Ireland and Wales by the Public Contracts Regulations Statutory Instrument 2006 No. 5 

Evaluation

Detailed assessment and comparison of contractor, supplier or service provider offers, against financial and quality criteria

Expression of Interest

Where prospective contractors, suppliers or service providers provide a response to an advertisement in the Official Journal of the EU (OJEU) indicating that they are interested in being considered further
F

Firm Price

A price which is not subject to variation

Fixed Price

A price which is subject to variation at an agreed period using an agreed mechanism such as Retail Price Index

Framework Agreement (See also ‘call-off contract’)

An arrangement by which a buyer (such as a Local Authority) establishes with a provider of goods, works or services, the terms under which contracts subsequently can be entered into or called off (within the limits of the agreement)

I

Invitation to Tender (ITT)

A collection of documents sent to prospective providers, inviting bids for the provision of works, goods or services. Comprises, in particular, instructions to tender, terms and conditions of contract and the specification


K

Key Performance Indicator (KPIs)

Tools that help to measure the performance of suppliers against their contractual obligations. KPIs are normally detailed in the service specification
L

Liquidated damages

A genuine pre-estimate of the loss that buyer will suffer if the contractor defaults when performing the contract. This may form the basis of deductions from payments, which will be calculated according to the specific circumstance relating to each type of contract

Letter of Acceptance

A letter stating that the seller’s proposals (offer) have been accepted which creates an immediate binding contractual relationship between the buyer and the seller (such as a tenderer).

Letter of Intent

A letter informing a successful tenderer that it is the Council’s intention to enter into a contract with them in the future but creates no liability in regard to that future contract

Lowest Price 

One of two systems which the EU allows for tender selection (Most Economically Advantageous Tender being other). This allows for selection on the basis of price alone
M

Method Statement

The document used in a tender process which sets out questions for the suppliers to answer which helps the purchaser or procurement officer to understand how the goods or services will be delivered

Most Economically Advantageous Tender (MEAT)

One of two systems which the EU allows for tender selection (Lowest Price being the other). Allows for selection on the basis of the tender offering the greatest benefit in terms of quality, as well as cost

N

Negotiated Procedure

One of the four key procurement processes allowed under the EU Directive.  Can only be used in very limited circumstances defined by the EU Procurement Directive 

O

Offer

A supplier’s offer (such as a tender document) to provide goods and/or services for a consideration (usually money) in response to a buyer’s enquiry (such as an Invitation to Tender)

Official Journal of the European Union (OJEU)

OJEU can be viewed at http://ted.europa.eu/.  Requirements should be advertised in the supplement to the journal (TED).  There is no charge

Open Procedure

One of the four key tendering processes allowed under the EU Procurement Directive.  All potential providers who express an interest in an advertisement in the OJEU are sent an invitation to tender
P
Parent Company Guarantee

A parent company guarantee binds the guarantor (the ‘parent company’) to fulfil and complete a subsidiary company’s obligations and liabilities in the event of a failure by that subsidiary to fulfil the terms of a contract

Part B Services

Services listed in the EU Procurement Directive, including some health and social care requirements, which do not need to comply with all of the regulatory requirements

Performance Bonds

Bonds or guarantees given to buyers by specialist insurers, on behalf of contractors and at their expense, binding the insurers to compensate clients (up to the amount of the bond obtained) in the event of a default

Preferred Suppliers List

A list of organisations which meet defined criteria, and are preferred to compete for the delivery of certain works, supplies or services

Pre-Qualification Questionnaire (PQQ)

A questionnaire completed by potential contractors, suppliers or service providers who wish to be considered for a procurement activity, which allows assessment on key fundamental areas and the production of a shortlist of suitable companies to be identified for further consideration

PRINCE2

(PRojects In a Controlled Environment) An internationally recognised project management methodology which may be used to manage a procurement projecr
Procurement

The process of acquiring goods, works or services from third party providers. The process spans the whole life cycle from identification of needs, through to the end of a services contract or the end of the useful life of an asset

Public Contracts Regulations 2006

Procurement legislation which incorporated the EU Procurement Directive into law in England, Northern Ireland and Wales.  The full name is Public Contracts Regulations Statutory Instrument 2006 No. 5

Purchase Order

An official template used to place an order with a supplier

Q

Quality

The fitness for purpose of any service, work or product

Quotation

A verbal or, preferably, written price given by a contractor, supplier or service provider in response to a Request for Quotation

R

Request for Quotation

A verbal or, preferably, written request from a buyer to a potential contractor, supplier or service provider, asking for the price of meeting a requirement.  Used for lower value requirements as an alternative to an Invitation to Tender 
Restricted Procedure

One of the four main tendering processes allowed under EU Procurement Directives.  This requires a shortlisting stage (‘selection stage’) to identify which potential providers to invite to tender

Risk

The probability of an unwanted event occurring and its subsequent impact

Risk Transfer

The allocation of risks to the party best able to manage them

S
Single Tender Action 

The award of a contract to a supplier, contractor or service provider without undertaking a competition.  Should only be used in exceptional circumstances such as for the procurement of very low value, non-repetitive requirements

Spot Purchasing

Procuring on an ‘as and when needed’ basis rather than planning the procurement strategy that might achieve the best value for money. 
Stage Payments

An agreed percentage or part of the contract price, which is payable when specified stages of completion/delivery have been reached

Stakeholder

An individual or organisation that has an active interest in an issue (for example finance team, Members, users) and has the ability to derail a project if not correctly involved

Subcontracting

The process where a contractor assigns part of the contract to another contractor(s)

Supplier Relationship Management

A structured approach to managing contractors, suppliers or service providers which focuses resources on relationships which are most important to the buying organisation  

Supply Chain Analysis

The identification of the chain of parties who contribute to the delivery of a requirement with a view to maximising value and minimising risk

Sustainability

The environmental or social issues to be considered in a procurement exercise


T

Tender

An official written response to an Invitation to Tender that contains a costed proposal for performing the works, services or supplies required

Tender Documents

The documents included in an Invitation to Tender such as instructions to tenderers, contract conditions, specification, pricing document, form of tender

Tender Evaluation Panel
A group of people who analyse tenders received and make recommendations on the award of contract

TUPE Regulations

The Transfer of Undertakings (Protection of Employment) Regulations which aim to safeguard employment rights of employees transferring to a new employer


V

Value for Money

The optimum balance of quality that meets the client’s requirements, and whole-life cost


W

Whole Life Costs

All relevant costs associated with the acquisition, ownership and disposal of goods, services or works.
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