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SUMMARY 

The reason for this paper is the fact that two goals of government are conflicting, with the result that 
small and medium businesses (SMEs) are losing business and opportunities for future business, 
which will have a negative effect on the over-riding Government goal of sustaining and creating jobs 
in the aftermath of the largest recession in the history of the state. 
 
The two goals are: 

1. The development of small and medium enterprises. 
2. The drive for value for money through improved national procurement. 

 
The development of small and medium enterprises is very important to the national economy and 
public procurement can be an important source of business for SMEs.  
 
The tragic irony is that by doggedly pursuing the drive for lower short term costs the smaller business 
is being excluded from the process, thereby putting SMEs and their employees at risk. 
 
The major issue for Irish SMEs is: 

 The centralisation of purchasing and aggregation of requirements, resulting in bigger 
contracts, is resulting in the exclusion of SMEs from the tendering process. 

 The Government policy of dealing with fewer suppliers as part of a more efficient 
materials and supply chain management policy on the part of public purchasers is 
proving to be detrimental to SMEs. 

The objective of this document is to review the process of Public Procurement, from a SME 
perspective, assess its current performance and recommend key actions taking into account the 
benefits for the wider economy. 

This paper is not about protection of SMEs at a cost to society. It is about taking a longer term view 
to ensure that the most economic advantageous system is used so that society can benefit in the 
longer term. It is about being smarter and innovative.  
 
International research shows that developing a strong SME base will increase competition 
in public procurement, which will provide government with better value for money and 
increased efficiency in public procurement. The benefits of competition in procurement are 
well accepted. 
 
Our government should rethink its stance on procurement. It must recognise that procurement 
decisions must take long term national economic interest into account. The law of comparative 
advantage is not infallible, and few Irish citizens will applaud the Irish Government for resolutely 
following it while Ireland’s small and medium enterprises go to the wall. 

Focusing solely on achieving the lowest possible tender price today, will lead to a narrow 
supplier base tomorrow with reduced incentives to improve quality and innovate, making it 
harder to achieve value for money in the long term and ultimately result in reduced economic 
growth. 

The bottom line is that the national procurement system must be designed with a “long term vision”, 
“whole life cost model” and from a “think small first” perspective, a concept recommended by 
the EU. 
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INTRODUCTION 

Public procurement is an important driver for economic growth and employment and its creative use 
can help maximise the impact of public spending.  At a difficult time in the Irish economy with much 
less money around the administration is required to govern in a different way.  So how we use 
procurement to best effect and best value has become increasingly important.    

The problems around EU procurement are complex and far from new.  Initially, EU Directives were 
designed to ensure transparency and non-discrimination, leading to outcomes which represent good 
value for money.  But there has been a growing sense amongst Irish businesses that when it comes 
to EU procurement rules, the current system simply doesn’t function fairly and that our continental 
neighbours (and competitors) manage to support their domestic industry in a way that simply doesn’t 
happen enough in Ireland.  This is bad for the Irish economy.   

Added to this, the quality of procurement practise across the public sector varies markedly and part 
of the problem is that there is still a fragmented approach with many departments operating in silos 
and purchasers often hiding behind EU law as ‘the problem’.   

Ireland's public procurement market amounts to ~ €16 billion annually, so it is an important market 
for SMEs to be able to access. However, public contracts have been difficult for SMEs to win 
because the tendering processes tend to favour larger and foreign companies that have more 
resources.  
 
The Government states that it is seeking to promote competition, innovation and value for money in 
the delivery of public services. To achieve this goal it is important to ensure that public sector 
practices do not disadvantage SME businesses, as they account for 99% of businesses, 60% of 
employment and a large part of the creative ideas for new technologies comes from SMEs. 
 
To date the procurement and tendering experience of SMEs has not been, in the main, a positive 
experience.  Irish start-ups have been told they had to provide three years of audited accounts - 
despite the fact they had only just started up. Other organisations were told they could only compete 
for government contracts if they'd sold to government before - difficult to get around. And firms with 
new products and innovations were told to wait for the right tender opportunities to come 
up......despite the fact that being an innovation, no one knew the product existed so there was no 
chance to tender. 
 
It is a fact that the SME sector normally bears in the order of 80% of costs associated with each 
procurement process. Buyers incur the remaining 20%. Therefore certainty and consistency assist 
both the buyers and suppliers to manage the tendering process, reducing the administrative costs 
and associated risks. 

Many Irish SME business owners speak of an uneven playing field and how other European 
countries are able to fit the specifications of a contract to give a good chance to their own domestic 
suppliers.  This explains, for example, why all trains in Germany are built by Siemens. 

It is time to sweep away ridiculous rules and bureaucracy and seek to eliminate, for smaller 
contracts, assessment hurdles at the beginning of the process.  

Where information is required about a company's capability a simple, straightforward pre-
qualification form is required. Fill it in once - and use it as the route to bidding for any government 
contract. 

Wherever possible, it should be compulsory to break up large contracts into smaller elements, so 
that SMEs can make a bid and get involved. 
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In the private sector, there's an old adage - no one got sacked for hiring IBM. Sometimes the big 
option seems like the safe option for procurers. This attitude must be changed. There will be 
opponents - vested interests that benefited from the old system will line up and try to stop progress. 

The opportunity is there to open up billions of euros worth of contracts. It's about making our country 
less wasteful and more accountable. It's about opening up opportunities to new, small organisations 
as well as the old, big ones. It's about being more dynamic, in our economy, and in our public 
services.  

The objective of this document is to review the process of Public Procurement, from a SME 
perspective, assess its current performance and recommend key actions taking into account the 
benefits for the wider economy. 

This paper is not about being anti-open competition, it is about being smarter. Crucially, we need to 
look at why we are not showing the same ingenuity and flexibility that other EU states currently do. 
 
Our government should rethink its stance. ISME does not advocate blatant nationalist discrimination. 
International trade is immensely beneficial and trade liberalisation should be pursued, however it 
should also be recognised that procurement decisions can take national economic interest into 
account. The law of comparative advantage is not infallible, and few Irish citizens will applaud the 
Irish Government for resolutely following it while Ireland’s competitors continue to support their 
industries to the detriment of ours. 

The bottom line is that any procurement system must be designed from a “think small first” 
perspective, a concept recommended by the EU. 
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RECOMMENDATIONS 

 The immediate withdrawal of Circular 6/12 and revert to Circular 10/10. 

 Withdraw the appeal to the Supreme Court in relation to Circular 6/12. 

 To ensure accountability, transparency and best value for money is achieved, ISME is calling 
for a procurement Ombudsman who can audit buyers, contract awards, and hear from 
suppliers to make recommendations for improvement.  

 Where possible, public sector organisations should be encouraged to split contracts into lots 
to provide access for SMEs to offer innovative solutions. Encouraging innovation stimulates 
competition and lower prices. Breaking a contract into lots stimulates innovation and promotes 
competition.  

 When tendering, buyers must be clear on their estimated budget for the goods or services 
being procured over the lifetime of the contract. This better informs potential suppliers on 
whether to tender or not. 

 Larger tenderers should be asked to indicate the proportion of the tender price that will be 
subcontracted to SMEs so that this can also be included on the etenders website by the 
awarding authority. 

 The value and the number of contracts below EU threshold awarded to SMEs should be 
monitored on an annual basis.  

 The profile and professionalism of the procurement function within the public sector should be 
raised. 

 The accreditation of all procurement training courses availed of by public sector officials is 
strongly recommended to ensure a harmonised competency based approach. 

 “Risk Management” and not “risk avoidance” should become part of the procurement process. 
Public procurers should receive training in risk management. 

 Sectoral networks of public procurers should be established to share best practice in 
encouraging innovation. 

 A separate but linked site to the e-tenders website should be developed for all contracts below 
the EU threshold, (similar to the UK site Supply2.gov.uk advertising contracts typically under 
£100k) particularly for smaller contracts as this will encourage more SMEs to tender and 
therefore stimulate innovation. 

 To encourage innovation, all public sector organisations should include a “Doing business with 
us” section on their website, including an indication of their future needs for the coming year. 

 Develop the eTenders website to facilitate detailed reporting of statistics. This would also 
require the following: 

 Awarding authorities should issue contract award notices (CANs) for all public procurement 
tenders on the etenders website regardless of the value. Electronic reminders could be sent to 
awarding authorities to ensure compliance. 

 Introduce on the etenders website a field to indicate if innovation/environmental factors are 
being sought in a request for tender. 

 Introduce on the etenders website a field so that the Contract Award Notice could indicate the 
category of company i.e. Micro-enterprise, SME or large company that were awarded the 
contract. 

 Buyers, when starting the tendering process, should be satisfied that there is no known barrier 
that will prevent bringing the tender process to an early conclusion. 

 Insurances and financial accounts sought should be appropriate to a given competition and 
proportionate to the value of the contract. 

 Buyers should ensure that funding for goods or a service being procured is available prior to 
the tendering process. 

 Prior Information Notices (PIN) should be used by procurers, as early notice gives a longer 
lead time to all suppliers to prepare their tenders. 

 All buyers must actively provide feedback to both successful and unsuccessful tenderers, as 

part of the normal procurement process.  
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BARRIERS 
Many SMEs may be discouraged from tendering for public sector contracts because of a number of 
perceived or real barriers, such as 

 Level of detail required in many Tender Documents actively discriminates against small 
business. 

 Levels of qualification. 
 Business Turnover 
 Value of previous projects. 
 Process skewed towards larger business (non-indigenous sector).  

 Bureaucratic process means that applicants are brought up blind alleys. 

 Bureaucratic nature of the process, form filling, excessive and complex documentation for 
small contracts creating administrative burden. 

 Lack of consistency / uniformity in procedures across, or even within, public sector 
organisations. 

 Not being aware of contract opportunities. 

 Believing that the processes involved in bidding are unnecessarily complex and costly. Trying 
to evaluate the investment of time (to compete for a tender) and the potential return. The 
percentage of successful applications relative to total applications does not favour small 
business.   

 Current trends in public sector procurement towards larger and longer contracts, and 
rationalizing the number of suppliers, meaning that smaller businesses often find the resulting 
contracts too large for them. Too much aggregation of contracts stifles competition as it 
ultimately wipes out smaller suppliers resulting in higher prices. 

 A real perception that the line minister is anti SME, or at best unaware of the impact of current 
policy as exampled in Circular 6/121, in which The National Procurement Service is 
compelling all government funding organisations to buy from a limited number of sources, 
identified by the NPS. 

 Difficulty for commercial operators in understanding the public sector purchasing culture. 

 Public buyers reluctant to consider new suppliers / cosy with existing suppliers. 

 Degree of risk aversion within public sector buyers, resulting in emphasis on brand 
recognition and reputation, which tends to work against smaller business. 

 Lack of, or poor quality, information in tender documents. 

 Insufficient time to draw up tenders. 

 Unnecessarily high qualification levels, financial and technical difficulty in understanding 
evaluation procedure (from limited contact with buyers and poor feedback). 

 Perception that lowest cost is the main criterion in award of public sector contracts. 
 

Public Procurement has a long–term impact.  Benefits can take five to ten years to mature, in some 
cases.  Implementing a change strategy effectively tends to take several years.  It is important that 
a broader view is taken of public procurement at government level, as decisions will have an impact 
in the future. We also have to be aware that public procurement is creating conflicting policies 
depending on the formulated objectives.  For example, SME friendliness and value for money are 
often directly competing goals. 
 
ISME, from its surveys, help-line questionnaires and queries has formulated a list of problems that 
member companies say they encounter across the public sector, including central government, local 
government or state agencies.  
 
 
 

                                                 
1 Appendix A 
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COMMON COMPLAINTS ON PROCUREMENT2 
Some of the more common complaints, aside from the reduction in government expenditure, include:  

 Length of the procurement process.  

 Emphasis on price instead of value-for-money.  

 Administrative burden.  

 Late payment to suppliers.  

 Unfriendly environment for SMEs.  

 Issuing tenders as a beauty parade to appear as if there is an open competition, when in 
fact there is a supplier already lined up to win the work 

 Devising RFT’s that favour a particular company over others 

 Allowing political interference in the decision of award of contracts 

 Splitting contracts into certain values so they do not need to be advertised on 
www.etenders.gov.ie and hence comply with public procurement rules 

 Not advertising contract award notices on www.etenders.gov.ie with the winning contract 
award value, as they are obliged to do 

 Not providing enough information in the letter to unsuccessful candidates. Each letter 
needs to state the reasons as to why the candidate was unsuccessful. As further clarity, 
it is recommended to show the score of the candidate against the score of the lowest 
scoring candidate invited to tender.  

 Not providing enough information in the letter to unsuccessful tenderers. This letter needs 
to provide the comparison in scoring between the unsuccessful tenderer against the 
successful tenderer. The name of the successful tenderer also needs to be stated. 

 Not providing information on the standstill period for conclusion of the contract. 

 Making erroneous decisions in disqualifying candidates. 

 Setting unnecessarily high levels of Professional Indemnity Insurance cover for the 
provision of certain services that should be set with reference to the requirements of the 
contract.  

 Not properly setting out the requirements in the tender document. This makes is difficult 
for suppliers to understand the requirements and giving them a fair chance of winning the 
contracts.  

 Little explanation given as to how the award criteria are applied. How are the weightings 
attributed to sub-criteria, pass/fail criteria, etc.? 
 

We have also asked procurers for their perceptions of dealing with SMEs. Problems and 
disadvantages in doing business with SMEs identified by some public buyers include: 

 Preference for dealing with one large supplier rather than a number of smaller ones. 

 Perceived lack of resources (personnel, organisational, technical, and financial). 

 Inability to provide adequate ongoing support, back-up or service levels. 

 Lack of track record / reputation. 

 Continuity of the enterprise / uncertainty of deliveries and supplies. 

 Inability / unwillingness to hold stock (presumably for “draw down” contracts). 

 Narrower product range than larger companies. 

 Lack of knowledge of the tendering process. 
 

 
 
 
 
 

                                                 
2 Appendix B 



8  13271 procurement  ©isme 

 

PROCEDURES THAT FAVOUR LARGER BUSINESSES. 
Governments may bundle quantities sought in procurements so that they may lower transaction 
costs associated with procurement by dealing with fewer contracts and contractors and take 
advantage of quantity-discounting strategies. Bundling often makes it difficult for SMEs to compete 
for contract awards. There may be substantial costs for SMEs in registering and qualifying as a 
government supplier. Some registration and qualification conditions may be onerous and lead to 
exclusion of SMEs from various lists maintained by procuring entities. 
The regulatory burden associated with the public procurement process and with contract 
performance may be formidable for SMEs. Some regulatory aspects of procurement, much of which 
is not related directly to selection of the contractor or contract performance, may constitute a 
significant barrier to entry for SMEs. Fees associated with procurement documentation may be 
onerous for SMEs.  
The costs of inspections and contract administration may be relatively more burdensome for SMEs. 
It is often very difficult for SMEs to seek legal recourse against the government, and dispute 
resolution or litigation may entail transaction costs that are unduly burdensome to SMEs that lack 
in-house legal staff.  
 

 Overly long and non-standardised PQQs:  
Smaller suppliers may be dissuaded from bidding if the length of time and cost involved in completing 
PQQs is significant and different for each tender, especially if the chances of success are highly 
uncertain. 
 

 The frequency of tendering:  
If the length of contracts is short and retendering is a frequent occurrence, some suppliers may not 
have sufficient time to recover costs and thus face a barrier to entry (this will also increase bidding 
costs), but equally overly long contracts can make it harder for some unsuccessful bidders to stay 
in the market if these contracts are only rarely put out to market, especially when the public sector 
constitutes a significant buyer in the market 
 

 Requirements to have an extensive track record:  
Tender requirements that seek multiple examples of past experience and references can deter 
potential new entrants who have no track record but an innovative approach, and risk entrenching 
incumbency advantages enjoyed by either the in-house supplier or existing private sector providers,  
 

 High financial turnover and indemnity insurance thresholds:  
Requirements to protect end users from the risk of supplier failure can favour in-house suppliers or 
larger suppliers in the private sector with more experience and capital. 
 
However, it should be noted that fully standardised PQQs may also constrain the ability of some 
suppliers to demonstrate a particularly new and innovative business model if the standardised form 
does not allow for alternative specifications. It may be appropriate to retain a degree of flexibility in 
PQQs. 
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CREATING FAVOURABLE CONDITIONS FOR SME PARTICIPATION. 
Within the existing legal framework, contracting authorities must create favourable conditions for the 
participation of SMEs in public tenders: 
 

 The suggested “Consortium” approach is impracticable.  Combining forces with a competitor 
is not a workable solution.  The “cartel” effect could be questioned and contested by the 
Competition Authority question. 

 There must be easier rules for building consortia, e.g. by accepting that not all members of a 
consortium must fulfil all requirements as regards economical and financial standing or 
technical and professional ability. This is a good way to enhance the participation of SMEs in 
public tenders. 

 ISME urges Government to divide tenders into smaller lots, without prejudice to various 
Directives. Contracting agency should be motivated to separate special technical parts of a 
project and award them separately. Agency should also take into consideration that under 
current EU-rules it is possible to exempt up to 20% of a contract which otherwise need to be 
put out to tender. 

 Public procurement can be an important driver for innovation in the SME sector. Therefore, 
public contractor should use smart procurement procedures (e.g. pre-commercial 
procurement) which allow finding new innovative solutions where it is appropriate. 

 The decentralisation of public tenders, that is to say the use of regional and local structures 
for public procurement, would support participation of SMEs. 

 The complex EU-procedures should only be used with regard to public contracts exceeding 
the current thresholds. However, sufficiently long advertisement periods should also be 
observed for tenders below the threshold. Furthermore, ISME would welcome a prior 
publication obligation of public tenders below the EU-thresholds, in order to make it easier for 
SMEs to participate.  

 Contracts should be awarded to the most economically advantageous tender (MEAT) instead 
of the lowest price. Award to the MEAT allows SMEs better to sell their high technical 
expertise. 

 
MOST ECONOMICALLY ADVANTAGEOUS TENDER (MEAT) 
Focussing on MEAT (Most Economically Advantageous Tender) tends, in many cases, to mean 
lowest price.  However, public procurement affects broader policy objectives in the longer term, and 
the lowest priced tender may not be the lowest cost (whole life-cycle costs – all costs including 
acquiring, owning, maintaining and disposing of goods and services) in the long run, or the most 
economically advantageous within a broader context.  
 
ISME feels that broader policy issues are not usually taken sufficiently into account.  
For example: 
 Job creation: the lowest price tender may not be the one that has the biggest job creation 

benefits; thus, there may be a potential cost to the economy of picking the lowest price tender. 
 Competition between suppliers: tendering for larger contracts with larger enterprises may 

achieve economies of scale in the short term, but may reduce competition in the market-place, 
and limit choice of suppliers in the longer term. 

 
It is also felt that there is substantial scope for making public procurement easier and more effective 
within the existing EU Directives, looking at the approaches being taken by other Member States. 
 
The EU Directives on public procurement are sometimes not properly read and understood. 
Requests for tender often do not include social criteria (e.g. benefits for less developed regions) for 
assessing tender documents although EU law allows these criteria to be used in certain 
circumstances.  The EU Directives refer to SMEs but in reality the majority of small Irish companies 
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are micro enterprises and this should be factored into the public procurement process, rather than 
ignored or treated as a nuisance as is the case at present. 
 
It also must be emphasised that tendering is only a small part of overall public procurement.  
However, it gets most of the attention and resources within the public service because that’s where 
the compliance rules are.  Other aspects, such as pre-market engagement, contract management, 
and long-term planning tend to receive less attention as a result, and it is in these areas that great 
improvements can be made in terms of SME friendliness and better value for money. 
 
ISME feels that public procurement has not been seen as a profession at central government level, 
but it is in the wider public service.  The emphasis tends to be almost exclusively on lowest price 
and compliance with tendering procedures rather than at a strategic national level.  Compliance is, 
of course, essential; but it should not be the only priority.  

The real issue is that the EU’s rules, while appearing clear, offer significant opportunities for covert 
national bias to influence procurement decisions. In particular bids do not have to be judged purely 
on price but can be judged according to ‘best value’, an amorphous concept which allows domestic 
bidders to be favoured. ISME would contend that there are very few countries in the world which do 
not feel that national considerations should play a part in procurement decisions. 

Facilitating the access of SMEs to public tenders, and therefore putting more players on the market, 
will help to promote fair and effective competition and innovative solutions. This, in turn, would 
benefit public authorities. 
 
However Government procedures and practices are currently favouring larger businesses and 
tending to exclude the very SMEs that need to be considered for the future of the country. 
 
INTERVENTION TO ASSIST SMEs. 
In some cases, governments may take action to alleviate regulatory burdens on SMEs. The point 
here is that, in the absence of government intervention targeted specifically to deregulate the 
procurement process so as to reduce costs and barriers to entry in public procurement, procurement 
procedures and practices may deter SMEs from participating in public procurement.  
 
However, the aim of Government commissioning and procurement processes and policies 
should be to encourage the widest possible participation to ensure effective competition. 
The optimal size of suppliers should emerge from competition and not be imposed on the 
market by administrative processes. 
 
ISME has identified low skill levels amongst staff involved in the procurement of public services. 
Procurers need to be sufficiently trained to recognise which supplier is offering the best value for 
money over the long-term. A low awareness of competition and an insufficient understanding of the 
market, coupled with a high staff turnover among procurement teams may lead to an overly short-
term focus on achieving cost savings at the expense of value for money. 
 
Procurers also need to be able to balance competing strategic objectives and articulate clear 
priorities to suppliers. While the primary objective of commissioners and procurers may be achieving 
value for money in public services, they may have to weigh this against the need to facilitate 
economic recovery and regeneration, reduce immediate costs and promote sustainability. 
 
If procurers are unable to clearly communicate the strategic, guiding objectives of any given 
procurement exercise, they risk making it difficult for suppliers to understand what is required of 
them. Procurers must be incentivised to make decisions on which objectives are of primary 
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importance. If specifications are unclear, suppliers will not be able to respond efficiently or 
innovatively. 
 
Equally, procurers need to ensure that suppliers of public services have appropriate incentives to 
achieve enduring value for money and any other strategic, guiding objectives. This will be particularly 
important when there is only a sole supplier of public services.  
 
Examples of multiple strategic objectives of procurement exercises that procurers may have in 
addition to the attainment of value for money include: 

• the introduction or promotion of competition in the provision of public services 
• job creation and the regeneration of particular areas, and 
• promoting sustainability across the supply chain in public services. 

 
The above strategic objectives are not always mutually exclusive. For example, the promotion of 
competition will help foster improved productivity and growth, which can increase employment 
opportunities. However, in other cases, procurers will be required to make trade-offs.  
 
Examples of trade-offs in commissioning and procurement.  
 
Local v. national v international. 
By procuring internationally, procurers may be able to achieve economies of scale and scope, but 
such an approach may limit the number of potential suppliers who participate in the process due to 
the size of contracts. Local procurement may be able to involve a more diverse supplier base, but 
procurers will be unable to exploit the same levels of buyer power and economies of scale. 
 
Short-run v. long-run  
Awarding a contract to deliver public services to a larger supplier in the public or private sectors may 
represent cost savings in the short-term, but this may lead to rival suppliers exiting the market and, 
in the long-term, reducing market capacity and entrenching incumbency advantages. 
 
Large v. small enterprises 
Awarding a contract to deliver public services to a larger supplier in the public or private sector may 
yield lower prices and more scope for innovation and appropriate allocation of risk, by contrast, by 
choosing a smaller firm there may be a greater impact in expanding and diversifying the supplier 
base, which could lead to more innovative capacity across the market in the long-term. 
 
INNOVATION 
Public procurement should also become an important driver for innovation. The access to 
procurement markets could become a decisive innovation factor for SMEs, because it creates 
demand-driven innovation. 
 
A frequent cause of failure among innovative firms is an inability to get a foothold in the market. An 
early user of an innovative product or service provides the beginning of a firm’s reference list. 
Innovation in public procurement can be a stimulant to long-term export success by showcasing 
emerging and innovative products/services and providing authoritative and essential reference 
contacts for Irish SMEs. 
Public procurement is the biggest single driver that could be harnessed to improve business 
innovation activity. By acting as intelligent customers, and by being more open to new approaches 
from the outset, the government can stimulate the market for innovative products and encourage 
the growth of innovative and dynamic businesses.  
 
By encouraging small businesses to develop their innovation capabilities, a lasting legacy will be 
stronger, fitter businesses capable of selling to the public sector, bidding for private sector contracts, 
and more able to compete in international markets. 
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Competitive advantages of SMEs  
SMEs enjoy a number of competitive advantages, including the following: 

• Flexibility 
SMEs may have greater flexibility, relative to large firms, in adapting production and sales to changes 
in the market.  

• Innovation 
SMEs are a source of innovation and may serve as the catalysts for economic growth. They may 
become large firms, or expand by being bought up by other companies wishing to take up their 
ideas.  

• Lower costs 
In most cases, SMEs have lower costs than large firms, including lower labour costs and lower 
indirect costs such as lower overhead.  

• Potential for decentralised supply opportunities 
The potential for decentralised supply opportunities exists where SMEs are local suppliers that are 
closer to areas of distribution or have relatively better information on distribution points than large 
firms. When supply is required at several points that are geographically apart, SMEs located at or 
near the respective supply points may have comparative advantages over a large unit operating 
from a fixed point and in some cases outside of the jurisdiction. 

• Lower congestion costs 
Lower congestion may be reflected in contract pricing by SMEs. SMEs located in less congested 
areas outside or in the peripheries of metropolitan areas may have lower costs. There may be 
relatively less use of congestible resources such as land, infrastructure and housing, in areas where 
SMEs are located. 
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APPENDIX A. 

 
IMMEDIATE WITHDRAWAL OF CIRCULAR 06/12 ISSUED BY THE DEPARTMENT OF PUBLIC 
EXPENDITURE AND REFORM 
 
On July 25th 2012 the Dept. of Public Expenditure and Reform issued circular 06/12, mandating a series of 
framework agreements to the Public Sector. 
 
Quote from the circular itself:- 
“The purpose of this Circular is to inform public bodies of the mandatory requirement to utilise central 
contracts, put in place by the NPS, when procuring a range of commonly acquired goods and services. Such 
central arrangements are targeted at securing best value for money and facilitating contracting authorities to 
deliver services within their budgetary constraints.” 
 
In other words The National Procurement Service is compelling all government funding organisations to buy 
from a limited number of sources, identified by the NPS. 
 
The sectors identified in circular are:- 

 Stationery & Office Supplies 

 Paper (copier/printer paper) 

 Janitorial Supplies 

 ICT consumables (inkjet and toner cartridges etc.) 

 Managed Print Services 

 Advertising – Print Media 

 Motor Vehicles (Cars and Pick-Up Trucks) 

 Energy (Electricity and Natural Gas) 
 
The objective of the Dept. of Public Expenditure and Reform was to secure best possible value for money by 
bringing centralised bulk purchasing “clout” to a localised level – we would all be in favour of Government 
securing best possible value for money. 
 
In this way the Dept. claimed potential annual savings of tens of millions of euro. 
HOWEVER – by mandating these framework agreements to the public sector the SME sector was being 
excluded from this process – and a clear and irrefutable consequence of this action will be the loss of 
thousands of jobs countrywide across all of the sectors outlined above. 
 
Prior to the issuing of the circular 06/12, local buyers had the option of using the framework system to 
establish best possible value for money, whilst not excluding smaller local/existing suppliers. It was only by 
competing in this manner could SME’s secure any government business – so this was a compromise 
scenario. 
 
SME’s all over the country run the real risk of at best losing many jobs and at worst closing their doors 
altogether.  
 
We estimate potential job losses to be in the many thousands, across a range of business activities and all 
over the country.  
 
Any savings the Government believe it can make will be quickly offset by increased unemployment assistance 
– this is a classic case of focussing on a source of cost reduction without considering the cause and effect – 
thousands of additional unemployed on the dole queues, and significant additional burden on the state.  
 
ISME has a simple demand – immediate pressure must be placed on the Minister to rescind circular 06/12 
and revert to circular 10/10 sent to all buyers with a list of instructions to facilitate Small to Medium 
Enterprise participation in public procurement. 
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SAMPLE OF ISME MEMBERS’ CONCERNS 
 
Price Scoring Issues  
1.1) Our tender was submitted on time, and fully compliant with all the tender requirements. At the completion 
of the process, we were informed that the Authority had decided to award the contract to a UK based 
company, claiming that their bid was the most economically advantageous. However, on reviewing the 
scoring matrix, we discovered that our bid was significantly lower- by our estimate based on the scoring 
procedure, we were approximately 10% less expensive than the winning bid, on a contact worth around €2 
Million.  
1.2) Authority not only refused to clarify the alleged advantages of the winning bid, as our legal advisors tell 
us they are bound to, but they confirmed that they are proceeding to award the contract, which we believe is 
completely disingenuous to not only our company, but the Irish based XXXXXXX industry 
3) We were informed by mobile phone that our pricing was uncompetitive. As the well-established incumbent 
supplier won the contract I have been trying to establish the level of our competitiveness via OPW / Etenders 
without success!! 
12) Coillte tender lots of timber on a once off basis (once a year) and sell to the highest bidder.  We were 
unsuccessful in our recent bid with the bulk of the timber being sold, at record prices, to new entrants to the 
sector. We believe it is very short-sighted of Coillte to sell to companies who have just arrived in the business 
as there is evidence that this is feeding into an already established black market for firewood. 
16) We outscored all other firms overall for service, qualifications, past work etc. However, the marks for 
‘price’ were given in full to the cheapest tender basically ruling out any other firm from receiving the award as 
price made up over 50%. 
 
Excessive Supplier Criteria 
15. 2) Supplier criteria in terms of turnover often excludes SMEs. 
15. 3) ISO required for most (There is for and against, is it necessary for painting contractor vs. medical 
supplies)   
 
E-Tenders System 
2) One of the biggest obstacles is the new e-tenders system.  The abridged guide to putting up a tender was 
46 pages long. The full guide was about 150 pages. This has created an industry of its own with 'experts' 
offering their services to set up supplier profiles and to submit tenders.  
4) I think the current system of etender process is a real impediment to any sole trader seeking to tender for 
work. What small business would have 3 years’ experience or a turnover of in excess of €100,000. 
 
Excessive Insurance and H+S Requirements 
5) A Government board, has advertised tenders for consultancy research projects in the last few months, 
most of which are for a value of less than €100,000 (usually around €50,000 including VAT). My main concern 
is their excessive insurance requirements: Employers liability (€13m), Public liability (€6.5m) and Professional 
indemnity (€2.6m) which must be held for the duration of the contract. 
10) Public bodies are now looking for a Printing company to have a “Professional Insurance Indemnity Policy” 
we have been told by our Brokers that it is not possible as a printing company to get this cover it is only 
designed for people like Engineers, Architects, Solicitors, Accountants etc.; We have been barred from a 
number of tenders because of this. 
13) We have encountered the following which as minimum standards even for small contracts automatically 
exclude SMEs from applying: Minimum turnover €14m. 
Excessive insurance requirements- minimum €13m Employers liability and Public liability 
Requirement for professional indemnity insurance even though the contract is not a design and build contract 
but merely a build contract based on other’s designs. 
Too much paperwork.  
14.3) We have also noted that most if not all public procurement projects be it large or small are requiring 
Companies such as ours to undertake the role of PSCS.  Whilst this is okay for a large project it makes 
absolutely no financial sense for a small job covering less than 1 day with no serious risks 
14.4) It appears to us that the public body is taking the cheapest prices where they know themselves that it 
is not possible to carry out the work at that price with proper safety standards 
 
 
 
Excessive Paperwork Requirements 
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6) I recently was completing a tender for training and was submitting a small 1 day training programme on 
Networking. When it came to the submission it had to be done on line and at that point it asked for 3 years 
accounts, P&L and a range of other financials including cashflow. It was overkill. 
8) I recently had to pass on the opportunity to tender for a number of programmes with XXXXX due to the 
onerous and way over the top requirements in their tender document. The three things that put me off 
completely were: Requirement for €13,000,000 professional indemnity cover, The requirement for 
€6,500,000 public liability cover (bear in mind this relates to benign training programmes held in hotels and 
not the provider's premises), The requirement to submit all intellectual property to do with the seminars to be 
used by XXXX in any way they see fit for the payment to me of 1 EURO. 
14. 1) We find tenders particularly since the downturn over the top in the amount of information they are 
seeking and also in the format 
14.2) A lot of the time there are restrictions on previous experience where they seek references for a select 
type of work carried out to a certain value. We work in an industry where Client Confidentiality is paramount 
and most of our top customers would have exclusion clauses on using their names for references etc. 
14.5) The Client is requesting turnaround on quick quotes where they offer generally 7 days to submit a quote 
including supplying all supporting documentation.  This provides little time to inspect the site and given the 
large workload of most people now makes it impossible to assess each job correctly within the timeframe.  
14.6) recent batches of tenders are requesting 2 and 3 hard copies of tenders. These documents can be in 
excess of 60 pages which has a financial and environmental cost. 
15.1) Same info has to be gathered for every tender which is very time consuming, why not register once. 
E.g. the OPW already have the register once set up: (Accounts, Tax Cert, company info etc.) and we get 
tenders out all year. Why all depts. cannot do this I do not know.  
 
Miscellaneous  
7) XXXX has arranged a 1980 type quotation system in Galway Mayo, Sligo, Leitrim, Roscommon and 
Donegal Co. Co. Therefore you send in your quotation before October 31st and you are either in or out of the 
business for 1 to 2 years.  This could mean a UK Company or beyond could secure the business or indeed 
a Company here and from our or any other company point of view could be out of the above areas which is 
nearly one third of the Local Authority Business. 
9) We were asked to apply for planning, an extension of 400 sq. M.  In competition with another European 
country. The first who got the planning granted, could start a production –line. On the end it took us 2 month 
longer, and lost the orders 
The planning has been cancelled, altogether 
11) XXXXXX believe that a baseline target of 10% organic produce in the area of staples such as organic 
beef, lamb, dairy products, potatoes, carrots and other vegetables/fruit,  should be a requirement in all public 
procurement tenders relating to food.  Procurement policy should reflect the government's own policy on 
achieving growth in the organic sector. 
14.7) Too often we are seeing public bodies dish out poor tender documents with unrealistic 
requests/expectations.  We may go to considerable time (cost) to deal with their tender request, only to be 
found that they subsequently issue a clarification or revised document removing such clause.  
  


