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Summary

This government intends to use public procurement as a key strategic tool for
delivering mission-led government. Each year, it buys more than £400 billion of goods,
works and services, giving procurement the power to shape markets, drive innovation
and align public sector activity with its five missions.

However, there are several barriers to effectively using public procurement to
support the government’s missions and new ‘mission-led’ ways of working, including:

+ insufficient clarity about the government’s missions, which limits the public sector’s
market shaping ability

* pervasive aversion to risk and uncertainty

* alack of forward planning, which means there is often not enough time to explore
how the market could provide new solutions

« commercial professionals being brought into the policy process too late

* procurements starting with over-specified solutions rather than outcomes

* innovation often being initially available at a small scale

* low quality of procurement data

* insufficient senior commercial capacity and contract management capability

* limited cross-government working between commercial professionals.
Overcoming these barriers demands a different approach. Cultural, organisational
and practical changes will be needed to harness the power of the market to develop
innovative solutions to public sector challenges and deliver the outcomes that matter

to citizens.

This report sets out recommendations for how the public sector should do things
differently so that procurement can play a key role in enabling mission-led government.
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Recommendations in brief
Using missions to shape markets

1. The government should provide greater clarity on how the market can help
deliver the missions

* Mission boards should identify and publicly announce key ways that
procurement can support the missions.

* The commercial leads for each of the five missions should work with senior
commercial leaders across central government to proactively identify new
opportunities for the market to support delivery of the missions.

2. The missions should drive a more outcomes-led approach to procurement

+ Public sector organisations should take a more outcomes-led approach to
procurement and contract management.

+ KPIs should focus on outcomes, rather than inputs and outputs, and be aligned
with missions where possible.

3. Government departments should publish longer pipelines

+ The Cabinet Office should update The Sourcing Playbook to require central
government departments and their associated arm’s-length bodies (ALBs) to
publish commercial pipelines covering at least three financial years.

Bringing innovation to the public sector
4. Ministers should provide strong political support for procuring innovation

* Ministers must continue to make the case for a 'test and learn’ approach, and
show willingness to publicly and privately defend procurement of innovation
following failures.

5. Government should take an outcomes-led approach and engage more extensively
with the market when procuring innovation

+ Senior commercial leaders should encourage a greater risk appetite for
preliminary market engagement and ensure that it is carried out as a core
procurement activity.

+ Contracting authorities should make greater use of the competitive flexible
procedure to run multi-stage procurements, including pilots, that enable a test
and learn approach.
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* The Cabinet Office and the Department for Science, Innovation and Technology
(DSIT) should publish further guidance on procurement of innovation.

6. Multi-disciplinary teams within contracting authorities should horizon scan for
opportunities to take a more innovative approach

+ Contracting authorities should systematically horizon scan for programmes
where contracts are due to expire or be renewed at least two years in advance.

* Multi-disciplinary programme teams should review how innovation could
improve outcomes.

+ The Cabinet Office should develop and publish brief guidance to support
contracting authorities in horizon scanning.

7. DSIT should proactively co-ordinate procurement of innovation across the
public sector

+ The Commercial Innovation Hub should lead efforts to share best practice in
procurement of innovation across the public sector.

* DSIT should co-ordinate procurement of innovation by actively engaging with
commercial teams across central government and monitoring early market
engagement notices to identify opportunities for collaboration.

8. Central government should make greater use of ‘pull’ mechanisms to
promote innovation

+  Commercial leads for each mission should propose areas where pull mechanisms
such as advance market commitments or contracts for innovation could support
and incentivise scalable innovation.

Strengthening procurement capability and data

9. Government should improve the quality of procurement data through increased
transparency and the central digital platform

* The Treasury should update the Managing Public Money guidance to make
accounting officers responsible for their organisation maintaining and publishing
high-quality procurement data.

+ Future updates to the central digital platform should support government to
shape markets by giving suppliers improved visibility of live and upcoming
contracting opportunities, and providing contracting authorities with a clear
overview of procurement spend.
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10. Commercial capability should be strengthened across the public sector

+ The Government Commercial Function (GCF) should develop a long-term strategy
for boosting the number of senior commercial specialists within government
departments and their ALBs.

+ The GCF should establish an expectation that all those managing contracts are
commercial specialists.

* The missions should be used to guide prioritisation in commercial
workforce planning.

+ Local government leaders, supported by the Local Government Association,
must ensure that commercial capability is strengthened, rather than fragmented
and weakened.

11. The GCF should lead efforts to enhance cross-government working between
commercial professionals

* The GCF should have a strategy to sustain and build on improvements in cross-
public sector collaboration, including by supporting communities of practice.

+ The GCF should break down silos across the function in central government -
for example, by creating an internal directory of key commercial contacts
across departments.

12. Any new procurement legislation should avoid creating unnecessary
complexity or instability

+ The Cabinet Office should ensure that future procurement legislation is focused
on providing clarification and standardisation, and enables procurement to be
used as a lever, without adding unnecessary complexity or instability.
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Introduction

In opposition, Keir Starmer set out his ambition for ‘mission-driven government”. In
government, he has reiterated his commitment to this approach, which focuses on five
core missions — growth, clean energy, safer streets, opportunity and the NHS —and
embraces mission-led ways of working.

The government'’s Plan for Change, published in December 2024, set out six milestones
for measuring progress against the missions, and also provides more detail on mission-
led ways of working.! Key features of this new approach include:

+ making better use of "technological deployment, innovation and learning
from experiments”

* building a culture of "continuous improvement”
* breaking down silos between departments in Whitehall

+ delivering the missions through “partnership between public and private
sectors, national and local government, business and unions, alongside the
whole of civil society”.

The prime minister has recently said that government is now in "a delivery phase”.?

But for mission-led government to bring real change, the five missions and new ways
of working must shape how government spends money. This includes the more than
£400bn that government spends on buying goods, works and services each year.”
Given the fundamental role procurement plays in the delivery of essential services,
construction of vital infrastructure and purchasing of goods used by millions of people
every day, the government needs a strategy for how its mission-led approach applies
to public procurement. The prize for getting this right is enormous.

In February 2025, the government published the National Procurement Policy Statement
(NPPS). The guidance, which all public organisations must “have regard to” under the
Procurement Act 2023, sets out principles for how procurement can be a “key lever”
for delivering the government’s missions.“ It features high-level ways that procurement
can support each mission and broader principles for delivering value for money. These
principles include driving economic growth by spending with small and medium
enterprises (SMEs) and voluntary, community and social enterprise organisations,
delivering social and economic value through cross-organisational collaboration and
ensuring the right commercial capabilities are in place. The NPPS sets the direction for
mission-led procurement in public sector organisations, but stops short of providing
practical guidance.
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The government’s commitment to the five missions has been questioned in recent
months. In the June spending review, the chancellor set out three top priorities —
security, health and the economy —rather than framing her spending plans around
the five missions.” But the importance of the missions and key milestones was evident
in how spending was prioritised. More recently, No.10 has also shifted its focus on

to these three areas but has said that "the missions remain absolutely in place™” The
broader mission-led approach will likely continue to guide how ministers want this
government to deliver for the people that elected them.

Whatever the status of the five missions, the government has been clear that it sees
procurement as a key strategic tool for achieving its objectives. In June, further
procurement reforms were announced that build on the Procurement Act 2023

and focus on ensuring "public procurement plays its full role in delivering the
Government's industrial strategy and fostering a resilient economy”.” Making this
ambition a reality, however, will require more than just further legislation. It will
depend on cultural, organisational and practical changes in how the public sector, and
the people who work in it, do procurement.

Based on interviews with those inside and outside of government and desk research,
this report sets out the positive role procurement can play in delivering mission-led
government, the barriers to realising these benefits, and recommendations for how
they can be overcome.

How procurement can contribute to mission-led government
Proactively shaping markets

The government is a major —and in some cases the only — customer for many of the
things that it buys. As such, it does not have to accept what the market currently offers.
Rather, it can use its immense buying power to shape markets to provide more of the
goods, works and services that it wants to buy.®? It can also shape public and private
sector markets to align with wider economic and social policy goals.*® Market shaping
can be targeted at specific markets, such as promoting innovation in low carbon
technologies. Alternatively, it can be broad-based and impact all public sector markets,
such as through widely applied social value criteria. In both cases, government can use
its buying power to align markets with its missions.

Procuring new solutions for mission priorities

Making use of innovation was identified in the Plan for Change as a key aspect of
mission-led government.”* More recently, the industrial strategy said that "government’s
procurement power” would be used for “shaping markets for innovation”.*” Procuring
forinnovation is, at its most basic level, buying a new solution to a challenge facing the
public sector. Alongside efforts to boost in-house technological capabilities'® and adopt
test and learn methodologies, procurement of innovation enables government to make
use of new market solutions —where industry has products, skills and capacity that the
public sector lacks — to deliver on mission priorities.
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Supporting a focus on challenges or outcomes, rather than highly

specified outputs

A key element of mission-led government is aligning activity towards delivering a set of
outcomes, rather than inputs or highly specific outputs. When done well, procurement
supports an outcomes-led approach by starting with clear challenge statements and
desired objectives, and by collaborating with the market to find solutions.

Contract management also offers an opportunity for procurement to focus on
outcomes. This is achieved by monitoring well-defined KPIs and working with suppliers
to learn and adapt delivery to better achieve desired outcomes.

Enabling collaboration across government

Different organisations jointly orienting their activity around shared outcomes, and

a shared vision for delivering them, is key to a mission-led approach. This is reflected
in the NPPS's stated priority for public organisations to "collaborate with other
contracting authorities to deliver best value”. The wide reach and strong professional
identity of the Government Commercial Function (GCF) means it is well placed to break
down organisational barriers and make progress on issues that cut across departments
or levels of government.
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Barriers to procurement supporting
mission-led government

A lack of clarity about the government’s missions limits the public sector’s
market shaping ability

The public sector can more effectively shape markets when industry understands and
has confidence in government'’s policy goals, and can direct activity towards meeting
them.** However, a long-standing weakness of successive UK governments has been
the lack of clarity and coherence in defining key priorities and developing strategies to
deliver them.*> Labour’s missions are an opportunity to counteract this. Their evolution
from opposition priorities to manifesto commitments, and concrete milestones in Plan
for Change, is a positive step forward.

However, the ability of Plan for Change to shape markets is limited by a lack of coherence
between some of the missions, milestones and theories of change. For example, the
milestone for the NHS mission is to reduce elective waiting lists in hospitals, but two

of the government's three strategic shifts envision more preventative care and more
services being delivered outside of hospitals. It is not clear what the government
actually wants to prioritise — at least in the short term. Unclear spending priorities for
the rest of the parliament weaken the signal central government is sending to industry —
and the wider public sector —about how to orientate their activity in the years ahead.

The spending review was the government’s best opportunity to provide clearer
commitment to the missions, a more detailed strategy for delivery and multi-year
funding to give departments and suppliers confidence in their longevity. The missions
partly influenced prioritisation in the spending review, and resulting settlements
provided welcome certainty for many budgets where procurement will play a key
role. For example, the £13.2bn commitment to the Warm Homes Plan over the
spending review period should give industry confidence to increase capacity to
deliver energy efficiency improvements and low-carbon technologies in homes. The
industrial strategy, published shortly after the spending review, provided more detail
on delivering the growth mission and highlighted eight priority sectors needed to
make it happen. However, the spending review did not provide further details on the
theory of change for delivering the other missions. As a result, it weakened rather than
deepened the government’s commitment to mission-led government.*

Market shaping relies on government communicating its priorities in a way that the
market can respond to. The NPPS provided some useful detail on more specific ways
that procurement can support each of the high-level missions. For example, building
an "NHS fit for the future through: supporting good physical and mental health by
providing high quality jobs and encouraging suppliers to recruit from economically
inactive cohorts”. The incorporation of the missions into the social value model is
also helpful for suppliers trying to align their activity with government priorities. But
the ability of this high-level guidance to embed the missions into the prioritisation
and commercial decisions of contracting authorities will depend on continued public
commitment to the missions and funding tied to the delivery of specific outcomes.
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Pervasive aversion to risk and uncertainty leads to public sector officials not
engaging effectively with the market or exploring new solutions to problems
Risk aversion is widely recognised as an issue across the public sector. In procurement
it can prevent government from benefiting from new opportunities available in the
market. In many cases, this risk aversion can be more accurately described as aversion
to uncertainty, which can mean new approaches, where outcomes are inherently more
uncertain, are less likely to be pursued.”’

A degree of caution about uncertainty and risk is necessary in the public sector, where
vital services are being delivered using taxpayer money. However, there are particular
culture and practice problems in how the public sector approaches risk and uncertainty:

+ Status quo bias and loss aversion, which means that the risks of the status quo are
not weighted as heavily as the risks of new approaches

* Risk aversion that is appropriate for individuals or individual teams, but leads to an
unintentionally over-cautious risk appetite at an organisational level*®

+ Atendency to respond to risk and uncertainty with aversion, rather than mitigation.

The culture and practice of risk aversion created by these factors means that officials,
right up to senior responsible owner (SRO) level, often do not want to be the ‘first-
mover’ in adopting new approaches. This includes procuring innovation because of
the potential professional risks if things go wrong. In procurement, there are three
main categories of risk that individuals express concern about: risk of service failure,
financial risk and legal risk.

Risk of service failure

Procurement plays a central role in the delivery of many important public sector
functions — from adult social care for vulnerable adults, to construction of new
prisons or electronic patient records in the NHS. Failure of these goods, works and
services could have highly damaging consequences for the public, potentially putting
lives at risk.

Public sector officials are rightly cautious about making changes that could lead

to the failure of critical services. Individual officials may be concerned about the
impact on service users, as well as their own professional reputation and that of
their organisation. However, the risk of a change leading to service failure should

be assessed against the risks from expected future performance if no change is
made. Instead, a bias for the status quo often leads government to stick with existing
approaches, even when they guarantee poor performance, rather than risk changes
that could lead to improvements.
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When a new approach involves a downside risk of service failure — as it often will — loss
aversion by individuals and organisations compounds this tendency to avoid change.
This is a barrier to procurement of innovation, and is recognised at the very top of
government. As Pat McFadden, then the chancellor of the Duchy of Lancaster, said in
December 2024: "If we are terrified of failure we will never innovate and we’ll carry on
doing what we've always done."*

Financial risk

Judicious use of taxpayer funds is rightly valued in the public sector, and getting good
value for money is particularly important in the current fiscally constrained context.
Butimproving value for money in the long run requires being open to procuring new,
innovative solutions that may improve performance and/or lead to savings over time —
rather than sticking with the status quo.

However, changing supplier, service or product often has up-front costs, such as on
pilots or new infrastructure. It also involves a degree of uncertainty about whether

the new approach will deliver the intended improvements within a given budget. The
financial risk of up-frontinvestment in new solutions for potentially uncertain benefits
can limitinnovation and prevent government funding activity that would otherwise
reduce uncertainty, such as pilots. Similarly, financial risk aversion can lead the public
sector to favour low-cost bids over those that offer better long-term value for money.

Concern about financial risk is exacerbated by short-term budgets, where up-front
costs of innovation will feature on the balance sheet, but longer term benefits may not.
Single-year budgets and spending constraints in local government over more than a
decade have particularly impacted councils’ ability to procure innovation.

Legal risk

The fear of legal challenge, and associated costs and delays, is widespread across
the public sector. However, according to interviewees, the risk of successful legal
challenge is frequently overestimated by officials.

A key reason for overestimating legal risk is a lack of senior commercial expertise and
experience in contracting authorities, particularly in smaller organisations. We were
also told that legal advice is often not sought at early stages of procurement due to
costs and tight time frames. This reduces opportunities to identify legal risks early
and de-risk the process by, for example, changing how the tender is designed or
product is specified.

A common and damaging example of legal risk aversion is fear of engaging with

the market at an early stage of a procurement, or outside of a procurement process
entirely. A frequent concern is that early market engagement may favour particular
suppliers, leading to legal challenges by their competitors. This contrasts not only with
the private sector, where open communication with suppliers is seen as good business
practice, but also with The Sourcing Playbook, which recommends early engagement
with the market so that suppliers can understand the challenges the buyer is facing,
and buyers know what kinds of solutions the market can offer.
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A lack of forward planning means there is often not enough time to explore
how the market could provide new solutions

Defining a problem facing a public sector body in a way the market can engage with,
working with industry to explore potential solutions and running a procurement
process for innovation typically takes up to two years for major projects (though it

is possible to speed up the process with sufficient funding and input from senior
ministers and officials). However, too often a lack of forward planning means
government does not identify, early on, contracts due to expire or be renewed where
new approaches could support better value for money. This means contracting
authorities tend to keep doing things in a similar way; for example, by rolling over

contracts or sticking with similar specifications.

Commercial professionals with market expertise are frequently brought into
the policy process too late

Commercial professionals can be valuable in identifying opportunities for the
market to provide new solutions. They can also help define policy problems facing
organisations to enable suppliers to propose solutions. However, commercial
specialists are often brought in too late to influence the early stages of policy design.
A key reason for this is that procurement is frequently not seen as a tool for achieving
policy goals.?® Instead, there is a perception that procurement equals contracting,
which leads policy and delivery teams to seek commercial input at the contracting
stage, rather than before.

The late involvement of commercial specialists is a particular barrier for effective
procurement of innovation, where collaboration with potential suppliers is often
necessary to support the design of a policy solution that is as yet unspecified. Earlier
involvement of commercial experts can also help identify and mitigate potential
commercial problems at an early stage, and counter risk aversion.

Procurements too often start with an over-specified solution, rather than being
led by clear outcomes and well-defined problems

A focus on outcomes over inputs and outputs is fundamental to mission-led
government. Clearly describing the problem and defining outcomes in a way that
industry can engage with can enable more effective procurement activity across the
board. This is particularly important for procuring innovation, where a contracting
authority is going to market to find new solutions to problems they are facing.

However, the public sector finds it difficult to take a more outcomes-led approach
to procuring innovation for a number of reasons. First, a lack of clarity about the
overarching priorities — or missions — guiding an organisation makes it difficult to
define outcomes for the market to engage with. Second, aversion to legal risk can
lead contracting authorities to use highly specific criteria when going to market and
assessing tenders, as these are easier to evaluate objectively and may be less open

This two-year time period is comparable to that needed to prepare for a major insourcing, as found in Sasse
T, Nickson S, Britchfield C and Davies N, Government outsourcing, When and how to bring public services back
into government hands, Institute for Government, 2020, www.instituteforgovernment.org.ulk/publication/
government-outsourcing-public-services-back-government-hands
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to legal challenge. A broader aversion to uncertainty also means that officials may
be generally more comfortable running a procurement process where the solution
eventually purchased is more clearly defined.

Third, more outcomes-led approaches require collaboration between relevant
commercial, technical and delivery experts (and in some cases service users) to define
the policy problem and intended outcomes in a way that the market can engage with.
This is particularly crucial in complex systems, where the relationships between inputs,
outputs and desired outcomes can be difficult to disentangle. However, this expertise
can be hard to come by, and effective collaboration across different teams can be
difficult and is often limited. Finally, taking an outcomes-led approach is often more
time consuming, and timelines for purchasing a product or service are frequently tight.

This over-specified approach to procurement reinforces a tendency to award contracts
to the bidder offering the lowest cost, rather than the best value for money for the
taxpayer. A further damaging consequence of this approach is the use of KPIs that are
poorly aligned with desired outcomes. Performance monitoring, and consequences
for poor performance, are important for accountability and driving value for money

in procurement. However, this misalignment risks incentivising suppliers to focus on
activities that do not deliver the outcomes an organisation wants. The increased KP!I
reporting requirements under the Procurement Act 2023 make getting this right even
more important.

Innovative solutions are often initially available at a small scale, which makes
it more difficult for central government to use them

Novel solutions are initially developed at a small scale and for specific contexts.
Scaling up can be time-consuming and complicated,’* and central government is often
looking for larger scale solutions.?” This mismatch in scale can be a barrier to central
government procuring smaller scale innovative solutions, particularly when provided
by SMEs that may struggle to scale up new products or services.

A lack of procurement of smaller scale innovation from central government reduces
competition, and the ability of the public sector to use innovation. It also stops
government from sending a demand signal that supports innovation that the wider
economy can benefit from.

Scalability may be somewhat less of a problem in local government, where the median
contract is about two thirds of the size of those in central government. Additionally, the
proportion of total procurement spending that goes to SMEs is more than three times
higher, and goods and services are provided at a local rather than national level.**

A lack of co-ordination also prevents scaling of new solutions across all levels of
government. Suppliers are more likely to invest in developing scalable innovations
where they have confidence in the existence of future demand. When multiple
contracting authorities may benefit from a new solution, collaboration can increase
public sector buying power, share procurement costs like pilots and send a stronger
demand signal to suppliers, which could incentivise scaling. A lack of co-ordination
therefore risks government missing out on scalable innovation.
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Low quality of procurement data limits the public sector’s market

shaping potential

The quality and accessibility of procurement data in the UK has been poor in recent
years.”* This has been due to inaccurate or late publication of relevant notices required
under previous legislation, and a fragmented landscape of procurement systems and
reporting platforms that makes it difficult for contracting authorities and suppliers

to access the relevant data.”” The poor quality of procurement data limits oversight
of contracts across the public sector, and makes it harder to identify opportunities
for collaboration that would increase the buying power of the public sector?® or spot
where competition is weak.”” A lack of transparency and accessible data also reduces
suppliers’ visibility of upcoming public contracting opportunities. Together, this
reduces the market shaping ability of the public sector.

The Procurement Act 2023 aims to fix these problems by requiring public sector
organisations to publish a wider range of notices across the contract life cycle — from
preliminary market engagement to contract termination. These have been built into
the procurement workflow — for example, notices now effectively legally start a
procurement —to make publishing them harder to avoid. It is yet to be seen whether
this will work as an effective mechanism for requiring publication. Requirements under
the previous, less stringent legislative regime were often unmet, and the Cabinet
Office had little ability to enforce these requirements.

The Act also created a new central digital platform with unique identifiers for

all contracting authorities, suppliers, procurements and contracts. While some
functionality is still being rolled out, this could play an important role in fixing the
existing patchwork of procurement platforms.

A lack of commercial capacity and capability can worsen risk aversion and limit
procurement of innovation

There have been substantial improvements in government commercial capability

in recent years. The Government Commercial Function (GCF) reports that every £1
invested in the function saves the taxpayer £6.50,”° and the number of commercial
professionals in central government increased by 44% from 2016 to 2025.%° Although
this growth outpaced the overall civil service increase over this period (34%), it is
substantially less than other areas, such as the policy profession, where headcount has
more than doubled since 2016.
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Figure 1 Change in civil servants, all civil servants and selected professions, 2016-25
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Despite improvements in public sector commercial capability, particularly in central
government, interviewees highlighted two specific commercial capability gaps that
could limit the contribution of procurement to mission-led government. First, there
are not enough senior, strategic commercial experts —and those that are in place
are typically stretched too thin — limiting commercial teams’ ability to support policy
making and effective market engagement from an early stage. Second, contract
management is too often left to junior officials without commercial expertise, which
can risk reducing accountability for performance,* particularly for contracts for
innovative solutions.

The Procurement Act 2023 makes capacity and capability even more important for
getting good value for money through procurement. Expertise is needed to take
advantage of the more flexible regime and meet increased transparency requirements,
including on performance.

Cross-departmental collaboration between commercial professionals can

be weak

Insufficient collaboration on issues that sit across departmental boundaries is a major
weakness of central government.’* The disaggregation of the public sector’s buying
power across many contracting authorities can limit the public sector’s ability to
shape markets and prevent new procurement approaches from being used across
public organisations.

A lack of co-ordination across departments is driven by both structural misalignment
of key incentives due to siloed budgets and other factors, as well as issues in
identifying and connecting with relevant contacts in other departments. Despite the
GCF being a cross-departmental function with a strong professional identity, we were
told by one interviewee that there are still some difficulties in connecting individuals
across departments to work on cross-cutting policy problems.
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The Transforming Public Procurement programme has sought to upskill commercial
professionals across government ahead of, and alongside, the roll out of the
Procurement Act 2023, and to build communities of practice around this. But it remains
to be seen whether this results in more sustained sharing of best practice and better
collaboration among relevant teams across departments.
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Recommendations

There are many barriers that have stood in the way of government effectively using
the power of procurement to help deliver its missions. But these problems are not
insurmountable. Substantial, and in some cases quick, progress could be made through
more effective shaping of markets, political leadership, better organisational and
procurement practice, proactive co-ordination and improvements to civil service
capacity and capability. These changes would build on existing initiatives and further
the goals that the government has already set itself.

The government should provide greater clarity on how the market
can help deliver the missions

This is a self-described 'mission-led government'.>? But the government has not yet
published enough information about the missions and the key challenges they are
meant to address for them to successfully shape public sector markets or the wider
private sector.

Now that the spending review has set departmental budgets for most of this
parliament, mission boards should identify and publicly announce key ways that
procurement can support the missions. This should be supported by the commercial
leads for each mission. These should take the form of well-defined problem statements
that identify the key challenges each mission aims to address, and the government’s
desired outcomes. To identify these problem statements, the government should

first develop clear theories of change for how it expects the mission milestones to be
achieved. This work should form part of cross-government efforts to confirm outcomes
for the performance framework, which the government is planning to publish by the
autumn budget.”* This process should help to highlight key delivery challenges and
inadequacies with existing approaches, for which better solutions could be developed
by the market. The commercial leads for each of the five missions should work with
senior commercial leaders across central government to identify opportunities and
challenges for the market to support delivery of the missions. This should include
identifying where innovation will be crucial to meeting challenges facing mission
delivery, and ensuring adequate resources are allocated to this.

The missions should drive a more outcomes-led approach

to procurement

The missions are intended to focus government activity on the delivery of key
milestones but there should also be a wider focus on outcomes. Public sector
organisations should take a more outcomes-led approach to procurement and
contract management, particularly for innovation or more complex or advanced
goods, works and services. This should include programme teams setting clear
outcomes, and using these to guide early market engagement. For front-line services,
the outcomes should be person-centred and developed in partnership with service
users to meet their needs. The outcomes should also guide award criteria, promoting
value for money over simply selecting the lowest-price bidder.
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Crucially, contract management should be more focused on outcomes. Management of
performance plays an important role in enabling accountability and improving value
for money, with the choice of KPIs and how they are used creating strong incentives
for suppliers.’* KPIs should focus on outcomes, rather than inputs and outputs,
where they can be appropriately aligned with the programme’s overall objectives. For
example, outcomes-focused KPIs would be less appropriate for a call-off contract to
provide laptops to local authority staff. Outcomes-focused KPIs should be developed
with the relevant commercial, technical and delivery experts in an organisation, and

in partnership with suppliers. Often, it may be necessary to collect additional data to
ensure that what is being measured really matters.

This partnership should be maintained through contract management. Fully aligning
KPIs with outcomes is difficult in complex systems, but by taking a relational approach
and working closely with suppliers to enable a culture of continuous learning, problems
can be identified early and changes made to focus delivery on achieving outcomes.>

Doing this well takes time and resources. To start with, central government
departments should review existing contracts for goods, works and services that are
most directly relevant to the missions. They should identify where existing KPIs may be
poorly aligned with mission objectives or with an outcomes-led approach. As contracts
are re-let, departments should ensure that KPIs are aligned with the missions, with
senior commercial leaders driving this effort. Managing Public Money already requires
them to "clarify objectives of procurement from the start”, so this will involve ensuring
alignment with government's approach to delivering the missions.*®

Government departments should publish longer pipelines

Under the Procurement Act 2023, large contracting authorities” are required to
publish a pipeline notice setting out details of all contracts worth over £2million that
they expect to publish in an 18-month period.” This stronger basis for publishing
pipelines is a welcome step towards greater transparency about upcoming contracting
opportunities, which will help government be an effective market shaper.

The Sourcing Playbook, however, goes further —and recommends that pipelines look
ahead three to five years, though this is not mandatory.’” One interviewee argued that
pipelines of longer than two years are of little help as activity beyond this period is so
uncertain. That has certainly been the case in recent years. However, with the spending
review setting departmental resource and capital budgets up to and including
2028/29 and 2029/30 respectively, departments should now be able to publish
pipelines extending beyond 18 months. Work to update The Sourcing Playbook to
reflect the new regulatory landscape for public procurement —and the opportunities
this creates —is already under way. As part of this, the Cabinet Office should
strengthen The Sourcing Playbook to require central government departments and
associated ALBs to publish commercial pipelines covering at least three financial
years. The Sourcing Playbook should also be updated to recommend authorities

Those that will spend more than £100m under relevant contracts in the coming financial year.

This period starts on the first day of the financial year on which the notice is published, www.gov.ulk/
government/publications/procurement-act-2023-guidance-documents-plan-phase/guidance-pipeline-
notice-html
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include high-priority contracts below the £2m threshold in published pipelines, as
already stated in the GCF pipeline notice guidance.*® While The Sourcing Playbook
cannot compel compliance from the wider public sector, other contracting authorities
with multi-year funding settlements, which will include local authorities from April
2026, should also adopt this as best practice.

Publishing longer term pipelines does not mean contracting authorities need a
detailed plan for all upcoming projects — suppliers understand they will be updated
with new information or opportunities as plans change. But longer term pipelines
would have benefits for individual contracting authorities and the wider public
sector. As noted by The Sourcing Playbook, "publishing pipelines can lead to greater
innovation as the more notice that is given by the buyer, then the more likely it is that
suppliers can startinvesting in relevant innovation ahead of the procurement coming
to market in order to position themselves to win it".*” Such innovation is crucial for
delivery of the government’s missions.

Ministers should provide strong political support for

procuring innovation

When launching the government’s Plan for Change, Starmer stated that mission-led
government would not be delivered "by simply doing more of the same” but would
require "a programme of innovation and reform”.“° Unfortunately, innovation has
not historically been one of government's strengths. A strong status quo bias

and pervasive aversion to risk and uncertainty has made many ministers and civil
servants alike reluctant to try something new, particularly where the risk of failure
is high. Yet innovation requires trying new approaches, getting things wrong and
learning from mistakes.

If the government wishes to procure new solutions from the private and voluntary
sectors, then it must accept that not every contract will be a success. Failures to deliver
do not necessarily mean that an official or supplier has done something wrong. Even
the best thought through plans can unravel on contact with a complex world. While
that is undoubtedly an easier argument to make in a think tank report than it is for

a minister to make under aggressive media questioning, it is ultimately what civil
servants need to see to feel confident about exploring innovative solutions.

Over the past year, key ministers have provided strong support for innovation,

with interviewees mentioning Pat McFadden, Georgia Gould, Peter Kyle and Patrick
Vallance. With three of these ministers moving jobs in the September 2025 reshuffle,
itis vital that the new ministers in these key roles sustain this support. Across
government, ministers must continue to make the case for a test and learn approach,
and show willingness to publicly and privately defend procurement of innovation
after failures. This involves ministers promoting activities like pilots and preliminary
market engagement that aid innovation. It also involves publicly recognising both the
risks and benefits of innovation as part of a proactive communications strategy to help
set the expectation that some initiatives will inevitably fail. While it will take time for
civil service culture to change, ministerial leadership is a prerequisite for counteracting
risk aversion at individual, team and organisational levels.
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Effectively engaging with the market and running multi-stage procurements to
develop innovative solutions with suppliers requires up-front commitment of time
and resource. When budgets are stretched, these activities tend to fall by the wayside.
Ministers and senior officials must specifically prioritise funding for procurement

of innovation. For particularly risky innovations, it might be beneficial to establish a
cross-government innovation fund that departments could bid into.

Government should take an ‘outcomes-led’ approach and engage
more extensively with the market when procuring innovation
Attempts to procure innovative solutions to tackle complex problems will fail if public
sector organisations keep buying things the way they always have. Procurement

of innovation demands a different approach.** While clarity around government
objectives provides helpful certainty for the market, public bodies are often far too
specific about exactly what they want to buy. In many cases, they effectively ask for
a replica of the existing product or service. Alternatively, where trying to procure
something new, they over-specify solutions, excluding alternatives that might better
meet their objectives. In both cases, this reduces the pool of potential suppliers and
stifles innovation.

Government should take an ‘outcomes-led’ approach to procuring innovation.

As noted above, this should involve the development of well-defined problem
statements, and clearly articulated outcomes the government hopes to achieve —
rather than tightly specified contract criteria. This approach to procurement can enable
potential suppliers to creatively design solutions that address challenges and deliver
on the desired outcomes.

Taking this approach would enable more productive preliminary market engagement
(PME). In theory, the government is fully committed to PME. The NPPS highlights its
importance for developing innovative solutions, the Procurement Act 2023 introduced
a PME notice, and The Sourcing Playbook states: "We aren't afraid to talk to the
market."”* In practice, we heard from interviewees that public bodies can be reluctant
to undertake PME for fear of legal action from suppliers who believe that competitors
have been given an unfair advantage. However, this risk is often overstated.

While one interviewee noted that PME has already improved under the Procurement
Act 2023, continued progress is needed to drive widespread improvement in the
procurement of innovation. Senior commercial leaders should encourage a greater
risk appetite for PME and ensure that PME is carried out as a core procurement
activity. While the Procurement Act 2023 does not mandate publication of PME
notices, this should be standard practice.”* These notices can highlight contracting
opportunities to a wider range of suppliers at an early stage and enable other
contracting authorities to identify opportunities for collaboration.

PME should typically be led by commercial teams, with involvement of subject area
experts; for example, digital specialists when procuring for innovative IT solutions.
For particularly large, risky or innovative contracts, government departments should
seek support from the Commercial Innovation Hub or senior commercial specialists
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in the Cabinet Office. Senior leaders should ensure sufficient time and resources
are allocated for effective PME, involving relevant expertise and recognising the
importance of PME for enabling innovation and outcomes-led procurement.

Interviewees told us that PME often takes the form of webinars, which public bodies
use to broadcast information. This can be helpful for expanding the number of bidders
but s less effective at encouraging innovation. Government should undertake more
in-depth conversations with individual suppliers to understand their existing offer,
emerging technologies and ways to do things differently.*

Even with effective PME, taking a new approach and procuring for innovation means
dealing with uncertainty. Risk can rarely be eliminated but PME can help mitigate

it by testing and rapidly learning from successes and failures alike, and iterating
accordingly. Historically, the risk of supplier legal action has been a barrier to taking
this approach. However, the Procurement Act 2023 could help to mitigate this through
the new competitive flexible procedure, which has been described as the "biggest
single change” in the Act.** Although it has been used during its first six months,
public organisations could go further in pushing the boundaries of the flexibility it
offers. Contracting authorities should make greater use of the competitive flexible
procedure to run multi-stage procurements, including pilots, that enable a test and
learn approach that reduces risk and uncertainty.

Alongside the rollout of the Procurement Act 2023, the Cabinet Office has published a
wealth of guidance to support officials in navigating the new regime — which has been
widely welcomed. However, interviewees told us that guidance about using the Act

to procure innovation has been less comprehensive, offering little practical advice on
how to counter perceived barriers across the public sector.

The Cabinet Office and the Department for Science, Innovation and Technology
(DSIT) should publish further guidance on procurement of innovation. This should
be accessible and practically focused, including templates of contract documentation
for procuring innovation under the competitive flexible procedure. It should also
include 'myth-busting’ guidance that sets out what contracting authorities can do to
procure innovation effectively under Procurement Act 2023, especially where it is
perceived as too risky. The guidance should include examples, such as setting out how
an outcomes-led approach would work in practice. This guidance should be developed
in collaboration with key stakeholders across government and industry, and clearly
signposted in The Sourcing Playbook and other relevant guidance.

Multi-disciplinary teams within contracting authorities should
horizon scan for opportunities to take a more innovative approach
Taking a problem-led approach to procuring innovation, engaging extensively with the
market and running multi-stage procurements via the competitive flexible procedure
all require adequate resourcing if they are to be done well. While these approaches
should be used more frequently, it is not realistic or practical to apply them to every
single procurement process undertaken by government. Public bodies have limited
capacity and need to prioritise.
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Procuring for innovation also takes time; typically about two years from initial review
through to contract start date, though some interviewees highlighted examples where
this can be as little as six months. Contracting authorities should systematically
horizon scan for programmes where contracts are due to expire or come up for
renewal at least two years in advance. They should proactively review whether the
current delivery model is appropriate, and whether there are innovative solutions
available in the market that could help improve outcomes. The central digital platform
should be improved to support this process by providing procurement data in a
relevant and accessible format.

The programme teams reviewing how innovation could improve outcomes should
be multi-disciplinary, including policy, commercial, finance and operational delivery
professionals. This means both commercial and non-commercial professionals
seeing procurement as a strategic lever. Commercial professionals should be part

of reviewing whether procurement of innovation could improve outcomes well in
advance of the outline business case stage of policy development. Contracting
authorities should also be more proactive in seeking legal advice earlier in policy
development, with a view to identifying legal risks and mitigating them (including in
relation to preliminary market engagement and pilots).

The Cabinet Office should develop and publish brief guidance to support contracting
authorities in horizon scanning for opportunities to procure innovation. This guidance
could include a series of short questions, including:

* Is addressing this problem a political priority?
* Have the problem and desired outcomes been clearly specified?
*+ Isthe current delivery model appropriate?

+ (Can the market help address this problem in different ways to when the contract
was last tendered?

DSIT should proactively co-ordinate procurement of innovation
across the public sector

The government has made “"championing innovation” a key priority for public
procurement,“® and procuring for innovation is part of the DSIT's six-point plan for
public sector digital reform.*” Although contracting authorities will often procure
innovative solutions individually to meet the specific challenges facing their
organisation, the problems faced are often shared, such as mitigating risks, using
the competitive flexible procedure effectively or running pilots. Improvements to
how government buys innovative solutions will come more quickly if public sector
organisations are able to learn from each other.
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The Commercial Innovation Hub should lead efforts to share best practice in
procurement of innovation across the public sector. This small multi-disciplinary
unitin DSIT — established earlier this year as a "centre of excellence for pioneering
new approaches to service design and procurement™® —should identify and promote
best practice, provide advice to central government bodies and support upskilling

of teams that are exploring procurement of innovation. This should cover innovation
in a broad sense, both technological and social. In doing this, they should draw on
the expertise of established organisations such as Innovate UK and the Innovation
Procurement Empowerment Centre. Guidance and case studies of good practice from
the Commercial Innovation Hub should be made public, where appropriate, so that
contracting authorities beyond central government can benefit.

Innovative solutions will likely present opportunities for use across multiple
contracting authorities. To counteract weaknesses in cross-government collaboration,
DSIT should co-ordinate procurement of innovation through active engagement
with commercial teams across central government and monitoring preliminary
market engagement notices to identify opportunities for collaboration. DSIT should
be actively supported to do this by senior commercial leaders and relevant specialists
in the Cabinet Office, particularly as this co-ordinating role is established. This co-
ordination could help scale innovation, reduce duplication and maximise public sector
buying power.

Central government should make greater use of pull mechanisms,
such as advance market commitments or contracts for innovation,
to promote innovation

'‘Pull’ mechanisms, including innovation prizes, Contracts for Innovation” and advance
market commitments (AMCs), are used by the public sector to incentivise innovation
by rewarding the development of new technologies. Procurement can be used as a pull
mechanism from early stage R&D competitions (pre-commercial procurement) through
to commitments to purchase commercially viable innovative solutions if developed at
scale (public procurement of innovation).*

A key barrier to innovation is the ability of suppliers to scale up early technologies

to a level that would make them commercially viable and — from the perspective

of the public sector — useful for government. One type of pull mechanism that can
reduce this barrier is an AMC. An AMC is an agreement by a buyer, or group of buyers,
to purchase a given quantity of an innovative solution if it is developed to meet a
certain specification.”® By guaranteeing an early market, AMCs can help bridge the
‘valley of death’ between pre-commercial R&D and a commercially viable solution,”*
and incentivise companies to develop and scale technologies in a way that will make
them commercially viable. By only paying out when a viable product is developed, the
financial risk to the buyer is lower than with mechanisms like grants or R&D tax reliefs,
where funding is required upfront.>?

A methodology promoted by Innovate UK.
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In one early example, an AMC was used to support the development of pneumococcal
vaccines for strains of bacteria more commonly seen in low-income countries. The up-
front $1.5bn commitment from governments and philanthropists gave pharmaceutical
companies confidence that the vaccine, if developed, would be purchased at a
sufficient price and volume to be commercially viable — a guarantee lower-income
countries could not provide. Within a few years of establishing the AMCin 2007, a
scalable pneumococcal vaccine had been developed, and by 2016, 160 million doses
were administered annually.”® More recent examples of AMCs include those used for
Covid-19 vaccines and carbon capture technologies.

The UK government is currently developing an AMC for low-carbon concrete.”*
Innovate UK is convening a coalition of public and private sector buyers to provide

a guarantee to procure a set quantity of low-carbon concrete at a specific price, if
the products produced reach pre-defined specifications. This follows a Contracts for
Innovation process that provided funding to suppliers that could demonstrate how to
address technical "uncertainties in the formulation and use of innovative concrete”.>
Since concrete production makes up about 8% of global emissions, reducing its
carbon intensity offers enormous benefits.>®

Pull mechanisms such as these will not be appropriate for all new technologies, but
they can be a valuable market-shaping mechanism for the public sector in some areas,
helping convene potential buyers and send a demand signal about potential future
procurement opportunities. The increased flexibility of the new competitive flexible
procedure is an opportunity to build pull mechanisms into procurements. For example,
a public sector organisation can incorporate a Contracts for Innovation competition
into a procurement process to drive the necessary research and development,
alongside committing to purchase a solution developed by a supplier if it meets

a specified outcome. Commercial leads for each mission should propose areas

where pull mechanisms such as advance market commitments or Contracts for
Innovation could support and incentivise scalable innovation. This should include
opportunities relevant to the eight high-growth sectors identified in the industrial
strategy, which will set targets for promoting ‘innovation pull-through’. Innovate UK
and the Commercial Innovation Hub should then support commercial teams in relevant
departments to assess the potential benefits of pull mechanisms to support innovation
and develop options for how they could work in practice.

Government should improve the quality of procurement data
through increased transparency and the central digital platform
Low-quality data limits government oversight of procurement spend and industries’
understanding of public contracting opportunities. The Procurement Act 2023 is

an opportunity to substantially improve the quality of UK public procurement data
through increased transparency and a new central digital platform. Successfully
implementing these reforms will have benefits for both contracting authorities

and suppliers. For the former, these changes should enable commercial teams to

The industrial strategy stated that government would "set more ambitious targets for the IS-8 to promote
innovation pull-through, including through a new Commercial Innovation Hub, which will trial new approaches
to service design and procurement. We will provide clear, long-term signals to suppliers to accelerate
innovation and create investment opportunities.”
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view all contracts held by their organisation in one place, compare these to other
similar contracting authorities and identify opportunities for collaboration or where
competition is weak. These would be powerful tools for improving value for money. For
suppliers, better data on past contracts and upcoming contracting opportunities across
government will help them better meet the challenges facing the public sector.”’

However, the successful implementation of increased transparency requirements
under the Procurement Act 2023, and the benefits that come from this, will depend

on a step-change in culture and practice around transparency. Legislating for
transparency to be a core part of the procurement process should help, but senior
leaders in contracting authorities must take the quality of procurement data seriously.
Enhanced oversight of commercial activity through better quality data will support
more strategic use of the £400bn annual procurement spend and improve value

for money, which is the ultimate responsibility of accounting officers in central
government. To this end, the Treasury should update the Managing Public Money
guidance to make accounting officers responsible for their organisation maintaining
and publishing high-quality procurement data.

A new, accessible central digital platform is an opportunity for both suppliers and
contracting authorities to reap the benefits of increased transparency. The initial
rollout of the updated Find a Tender service is expected to be followed by further
changes to the platform. Future updates to the central digital platform should
support government’s ability to shape markets. This can be achieved by giving
suppliers improved visibility of live and upcoming contracting opportunities, and
providing contracting authorities with an accessible overview of procurement
spend - both their own and other organisations’ across different sectors and suppliers.
This should include enabling contracting authorities to horizon scan for opportunities
for innovation within contracts that are due to expire or come up for renewal at least
two years in advance, as described in a previous recommendation.

Commercial capability should be strengthened across the

public sector

The contribution of procurement to mission-led government is highly dependent on
the skills and expertise of the people working to deliver it. This is recognised as a
priority in the NPPS:

"Contracting authorities should ensure the right commercial capability and standards
are in place to procure and manage contracts effectively and to collaborate with
other contracting authorities to deliver best value.”"*

Early involvement of commercial specialists in policy development can help drive
innovation and an outcomes-focused approach. However, a barrier to bringing in
procurement expertise at an early stage is the relatively small number of senior
commercial professionals within government that have the necessary experience and
expertise to contribute to policy design. To address this capacity gap, the GCF should
develop a long-term strategy to boost the number of senior commercial specialists
within government departments and their ALBs.
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Effective contract management is also vital for ensuring contracts deliver value for
money. Contract management is particularly important when a new product or service
has been procured, as officials are less likely to have a tried-and-tested contract
management blueprint for officials to follow. Contract management is also crucial

to taking outcomes-led and test and learn approaches to monitoring performance,
spotting problems or opportunities for improvement early and acting upon them. To
strengthen contract management, the GCF should establish an expectation that all
those managing contracts are commercial specialists. It should ensure the necessary
training is in place to enable this, with a particular focus on how to take a relational,
outcomes-focused approach to contract management.

All central government departments have committed to at least 10% savings from
administrative budgets by 2028/29, which is expected to drive a reduction in civil
service headcount, including across the functional professions. Departments also
set out plans for wider technical efficiencies savings at the spending review,

82% (14/17) of which included plans for commercial savings, such as contract
renegotiations or insourcing.>”

While there are undoubtedly commercial savings to be found, identifying
commercial savings across central government and delivering better value for money
will depend on having the right commercial capability in place. As departments
develop more detailed plans for savings, and the Cabinet Office develops a wider
civil service workforce plan, analysis should consider the value of commercial
expertise. This includes the role of senior commercial specialists in supporting policy
development, and contract managers in supporting value for money in contract
delivery. Otherwise, there is a risk that departments make short-term savings by
cutting commercial capacity, only to incur long-term costs through reduced value

for money in procurement.

As departments work through the difficult trade-offs to deliver administrative
budget cuts and technical efficiency savings, the missions should be used to guide
prioritisation in commercial workforce planning. For example, improvements to
commercial capability in contract management could be focused on contracts that
most directly support a mission, and senior commercial experts should prioritise
efforts to strategically support delivery of the missions.

Commercial capability is also a problem in local government, where procurement
accounts for almost half of all local government spending. The changing landscape

of local government in England —including the expansion of strategic authorities and
unitarisation of district and county councils —is both an opportunity and a risk for
improving procurement practices. Combining old authorities will likely lead to fewer,
but larger and potentially more complex contracts,®® with new commercial teams
brought together to oversee them. The volume of new, larger scale procurements is
likely to peak shortly after new authorities are established, stretching commercial
capacity just as newly formed teams have a chance to do things differently. Local
government leaders, supported by the Local Government Association, must ensure
that commercial capability is strengthened, rather than fragmented and weakened
as various reorganisations take place.
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The GCF should lead efforts to enhance cross-government working
between commercial professionals

Collaboration across organisational boundaries is a key part of a mission-led approach.
As a strong, cross-departmental function the GCF has an opportunity to lead in
supporting broader collaboration across central government, including around the
missions. This could include unblocking cross-departmental problems and identifying
where commercial experience or market knowledge in one department could improve
practice elsewhere.

We were told that communities of practice established alongside the Transforming
Public Procurement (TPP) programme have helped enhance collaboration across the
public sector. The centrally co-ordinated TPP community of practice alone has more
than 12,000 members.°* However, with the implementation of the Procurement Act
2023 well under way, and the TPP programme due to end shortly, the GCF should
have a strategy to sustain and build on improvements in cross-public sector
collaboration, including through supporting communities of practice.

We also heard that a barrier to collaboration in central government is that individuals
often do not know who the relevant commercial professionals are in other
departments. The GCF should take steps to counteract siloed working across the
function in central government; for example, by creating an internal directory of key
commercial contacts across all departments.

Any new procurement legislation should avoid creating
unnecessary complexity or instability

Implementation of the Procurement Act 2023 began on 24 February 2025, almost 18
months after being added to the statute book under the Sunak government, and more
than four years after the Transforming Public Procurement green paper was published
in 2020. This landmark legislation repealed the Public Contracts Regulations 2015 and
set out the UK's regulatory framework for public procurement outside the EU. While
these important reforms should help unlock innovation and strengthen accountability,
ongoing improvements to public procurement will likely depend far more on cultural,
practice and organisational changes than further legislative updates.

Embedding the changes in practice enabled by a new regulatory regime takes
time. Even the full flexibilities of the Public Contracts Regulations 2015 were not
used during the decade that it was in force.® The development and rollout of the
Procurement Act 2023 has required substantial effort, including upskilling officials
through the TPP programme to use the new regime. Regulatory stability will help
government reap the benefits of this effort over the coming years.

The Cabinet Office has announced a consultation on further changes to procurement
regulations, including criteria on prioritising "British jobs and skills".®* However, there
is a risk that new legislation creates additional layers of complexity and compromises
the Procurement Act’s explicit aim of simplifying the previous patchwork of legislation.
Therefore, the Cabinet Office should ensure that any further procurement legislation
prioritises clarification and standardisation, enabling procurement to serve as an
effective lever, while avoiding unnecessary complexity or instability as suppliers
and contracting authorities adapt to the new regime.
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