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This presentation will cover 

1. NAO strategy

2. Analysing the impact of the pandemic and what this means for the future of procurement

3. The strategic drivers for a successful procurement and supply life cycle

4. Further guidance to support value for money in public procurement:

• Standardising processes and documentation to accelerate procurement efficiency and 

speed 

• Driving commercial capability and performance through upskilling and reskilling 
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Part 1. NAO strategy
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Our strategy will ensure we provide effective support to Parliament in scrutinising the public sector’s 
performance while making our insights available to those responsible for public services. 

Our purpose
We are the UK’s independent public spending watchdog We support Parliament in holding government to account and we 

help improve public services through our high-quality audits

Improving our support for effective 
accountability and scrutiny

Increasing our impact on outcomes and 
value for money

Providing more accessible independent 
insight

Our strategic priorities

Our strategic enablers
We will attract, retain and develop high 
quality people

We will make more effective use of 
technology, data and knowledge

We aim to be an exemplar organisation

NAO strategy
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Part 2. Analysing the impact of the pandemic and 
what this means for the future of procurement
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COVID-19 cost tracker - National Audit Office (NAO)

The NAO COVID-19 cost tracker

https://www.nao.org.uk/covid-19/cost-tracker/
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- COVID-19: The UK National Audit Office's programme of work (nao.org.uk)

31 reports
All of our reports are available to download free

NAO work programme: outputs relating to COVID-19

https://www.nao.org.uk/covid-19/
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PPE procurement and contracts

Vaccines: preparation and rollout

Managed Quarantine Services

Test & Trace

Bounce back loans

What does this mean for the future of procurement?

Resilience

Agility

Cost 
estimation
Risk 
measurement
Risk 
allocation
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The supply of personal protective equipment (PPE) during the COVID-19 pandemic (nao.org.uk), November 2020
Investigation-into-government-procurement-during-the-COVID-19-pandemic (nao.org.uk) , November 2020 

Government actions
• Direct awards under emergency conditions - regulation 32(2)(c)
• 8,600 contracts with a value of £18.0 billion
• £10.5 billion were awarded directly without any competition
• Parallel supply chain – “SSCL” overwhelmed
• High-priority lane created to channel referrals
• Late/incomplete transparency reports for contract awards

NAO findings: November 2020

PPE procurement and supply chain: “resilience”

https://www.nao.org.uk/wp-content/uploads/2022/03/Investigation-into-the-management-of-PPE-contracts.pdf, March 2022

NAO findings: March 2022
• 394 contracts, worth £7.9 billion
• Received 31.5 billion items of PPE in the UK, with 1.4 billion stored 

in China and 5.0 billion still to be received
• Cost the Department £737million to store PPE, £436 million of 

which was due to the Department not being able to remove items 
from shipping containers on time

• 3.6 billion PPE items that it has concluded are not currently suitable 
for front-line services, equivalent to 11% of all PPE it has received

https://www.nao.org.uk/wp-content/uploads/2020/11/The-supply-of-personal-protective-equipment-PPE-during-the-COVID-19-pandemic.pdf
https://www.nao.org.uk/wp-content/uploads/2020/11/Investigation-into-government-procurement-during-the-COVID-19-pandemic.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/958211/PPN-01_21-Procurement-in-an-Emergency.pdf
https://bills.parliament.uk/publications/46439/documents/1777
https://www.nao.org.uk/wp-content/uploads/2022/03/Investigation-into-the-management-of-PPE-contracts.pdf
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Investigation into preparations for potential COVID-19 vaccines - National Audit Office (NAO) Report, December 2020

The rollout of the COVID-19 vaccination programme in England - National Audit Office (NAO) Report, February 2022

Rollout: Feb 22

• Purchase different types of vaccines from 
different pharmaceutical companies to 
create a diverse set of options

• Contracts with 5 providers, expected cost 
£2.9bn, 267m doses

• COVAX membership, £619m investment 
– global context

• Only one of the contracts BEIS has 
signed provides for the full upfront 
payment to be refunded should the 
vaccine fail to achieve regulatory 
approval

Preparation: Dec 2020

Vaccines: strategy for rapid rollout “agility”

• COVID-19 vaccine rollout was the biggest vaccination programme in 
UK history

• Vaccinations may have averted as many as 128,000 deaths and 
262,000 hospitalisations by September 2021

• Estimated total wastage of around 4.7 million doses, or 4.0% of total 
supply

• Total funding available to the COVID-19 vaccine programme in 2020-
21 and 2021-22 is £8.3 billion

• Average procurement cost per dose was £15.02 (including VAT)

• Average deployment cost per dose administered was £25.70

https://www.nao.org.uk/report/investigation-into-preparations-for-potential-covid-19-vaccines/
https://www.nao.org.uk/report/the-roll-out-of-the-covid-19-vaccine-in-england/
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• Contracts were awarded with limited competition

• Expected that the service would break even, but the taxpayer has 
subsidised its cost

• Estimated the total cost of running the MQS between April 2021 and March 
2022 to be £757 million, nearly double the expected income of £428 million 
from those in quarantine hotels in the period

• Despite the taxpayer subsidy, the service has been expensive for people 
using it. In December 2021, a family of two adults and a child would pay 
£367 per night for 11 nights. The fee for one adult staying in a room was 
£208 per night. Additional adults in the same room would pay £130 per 
night

• As of 1 March 2022, DHSC is owed £74 million from people who had not 
yet paid for their stay in the MQS or for tests purchased from CTM. This 
includes amounts owed by people on payment plans due to financial 
hardship

Managing cross-border travel during the COVID-19 pandemic (nao.org.uk)

Managed Quarantine Service: “cost estimation”

https://www.nao.org.uk/wp-content/uploads/2022/04/Managing-cross-border-travel-during-the-COVID-19-pandemic.pdf
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Fraud risk

Default risk

Design
• The Scheme provided registered and unregistered 

businesses with loans of up to £50,000, or a maximum of 
25% of annual turnover, to maintain their financial health 
during the pandemic

• 100% guarantee against the loans (both capital and 
interest). This means if the borrower does not repay the 
loan, government will step in and pay the lender

• The Scheme has a low level of credit and customer 
checks, increasing the likelihood of some businesses not 
being able to repay loans and therefore leading to 
taxpayer losses.

Impact
• The decision to provide funds quickly leaves taxpayers 

exposed to a significant residual fraud risk
• The Department and the Bank’s preliminary central 

estimate is that 35% to 60% of borrowers may default on 
the loans

Bounce back loans: “risk measurement”

Administrative cost

£4.9bn

£99m

35-65%

Good practice guidance: Fraud and Error - National Audit Office (NAO) Report
https://www.nao.org.uk/wp-content/uploads/2020/10/Investigation-into-the-Bounce-Back-Loan-Scheme.pdf
https://www.nao.org.uk/wp-content/uploads/2021/12/The-Bounce-Back-Loan-Scheme-an-update.pdf

https://www.nao.org.uk/report/good-practice-guidance-fraud-and-error/
https://www.nao.org.uk/wp-content/uploads/2020/10/Investigation-into-the-Bounce-Back-Loan-Scheme.pdf
https://www.nao.org.uk/wp-content/uploads/2021/12/The-Bounce-Back-Loan-Scheme-an-update.pdf
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Test & Trace utilization and unit costs: “risk allocation”

Test and trace in England – progress update - National Audit Office (NAO) Report

Contract tracing
• Unit cost per contact traced went up from around £5 in October to £47 in February 

when the utilisation rate was at its lowest.
• Utilisation rates have remained well below the target rate of 50% between November 

2020 and May 2021. 
• Challenging to match available staff to demand due to the very variable demand, and 

uncertainty in forecasts of infection levels”
• NHST&T has introduced more flexibility into its contracts but with average utilisation 

rates of its testing and tracing capacities remaining low, it is paying for capacity it does 
not use, and is still using emergency measures to procure without competition. 

Laboratories
• NHST&T sets a threshold utilisation rate of 80% of its maximum daily testing capacity, 

beyond which a laboratory does not operate safelyNHST&T does not have a target 
utilisation rate for laboratories. In 2020-21 it aimed to have sufficient capacity to 
respond to a peak in infections on any day. Between November 2020 and April 2021, 
the average utilisation rate for laboratories was 45%, well below the recommended 
rate. 

Target: 50%

https://www.nao.org.uk/report/test-and-trace-in-england-progress-update/
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6 broad lessons from the government’s response

Initial learning from the government’s response to the COVID-19 pandemic - National Audit Office (NAO) Report, November 2021

https://www.nao.org.uk/report/initial-learning-from-the-governments-response-to-the-covid-19-pandemic/
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Part 3. The strategic drivers for a successful 
procurement and commercial lifecycle



Commercial Hub | 16

Procurement and commercial contracts

209 NAO reports 
examining some 

329 contracts 
over the last 20 

years + landscape 
reports

Good practice 
guidance and 

audit framework 
for managing the 

commercial 
lifecycle to clarify 
our expectations 

Hindsight Forward looking

https://www.nao.org.uk/wp-content/uploads/2021/03/Good-practice-guidance-managing-the-commercial-lifecycle.pdf
https://www.nao.org.uk/wp-content/uploads/2021/07/good-practice-guidance-commercial-audit-framework.pdf
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https://www.nao.org.uk/wp-content/uploads/2021/03/Good-practice-guidance-managing-the-commercial-lifecycle.pdf

Managing the Commercial Lifecycle

https://www.nao.org.uk/wp-content/uploads/2021/03/Good-practice-guidance-managing-the-commercial-lifecycle.pdf
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Commercial 
strategy

Accountability and 
governance

Transparency and 
data

Capability

The overall approach that a public body adopts to ensure that its procurements and commercial 
activities provide the intended outcomes in line with value-for-money requirements, public 
procurement regulations and other policy objectives – including social value and sustainability.

Capability covers both organisational and personal effectiveness. Senior commercial leaders 
require the capability to implement the organisation’s commercial strategy in accordance with 
public procurement obligations. Investment in people and processes builds capability. 

By ‘accountability’, we mean supporting the Accounting Officer to fulfil their duties with respect 
to managing public money and reporting to Parliament. By ‘governance’, we mean 
arrangements that oversee commercial activity at an organisational level. To be effective, 
governance arrangements should facilitate open discussion and continuous improvement.

By ‘transparency’, we mean publishing relevant information on a timely basis to improve 
supplier engagement throughout the commercial lifecycle, enhancing market effectiveness and 
upholding public confidence. By ‘data’, we mean having good-quality, relevant information 
available on a timely basis, and the expertise to interpret and act on it effectively

The 4 strategic drivers
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The 6 procedural stages
The practical and statutory requirements that support effective public procurement. Although the sections are 
presented in the order in which they are likely to be encountered during the commercial lifecycle, users of this 
guidance should recognise that there are inter-relationships between all 10 sections of the guidance

outcomes to be 
delivered and their 
purpose

assessment of how 
the requirement 
may be met using 
in-house capability 
or that from an 
external supplier

process of 
monitoring and 
engaging with 
potential suppliers 
throughout the 
commercial lifecycle

end-to-end public 
procurement process 
from issuing 
documentation, 
handling supplier 
engagement, bidder 
evaluation and award 
decision, standstill 
and formal 
notification to all 
bidders, and public 
transparency

all activities relating 
to the performance 
and monitoring of a 
contract.

the factors that 
inform a decision 
in relation to the 
extension or 
re-procurement of a 
requirement. 
This also involves the 
process by 
which a contract is 
transitioned to a 
new supplier or ended
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Part 4. Further guidance to support value for money 
in public procurement

• Standardising processes and documentation to accelerate procurement efficiency and speed 

• Driving commercial capability and performance through upskilling and reskilling 
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/987353/The_Sourcing_Playbook.pdf
About Crown Commercial Service (CCS) - CCS

Government guidance and resources

• Playbooks: sourcing, consultancy, construction
• Functional standards
• People standards
• Continuous improvement framework 
• Procurement Policy Notices
• Procurement regulation / legislation

Government has published extensive guidance to improve 
commercial outcomes and invested in professional learning 
pathways. 

Government Commercial Function

Crown Commercial Service
The biggest public procurement organisation in the UK. 
Applies commercial expertise to help buyers in central 
government and across the public and third sectors to 
purchase everything from locum doctors and laptops to 
police cars and electricity.

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/987353/The_Sourcing_Playbook.pdf
https://www.crowncommercial.gov.uk/about-ccs/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/984460/__Government_Commercial_Function__GCF__People_Standards_for_the_Profession_Version_3.0_.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/983292/Commercial_Continuous_Improvement_Assessment_Framework.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/789146/Gov-Functional-Std-GovS008-Commercial_Mar19.pdf
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Delivering programmes at speed

https://www.nao.org.uk/wp-content/uploads/2021/09/Lessons-Learned-Delivering-programmes-at-speed.pdf
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Planning for the expiry of long-term contracts

2020
2022

Following our 2020 report into the £3.9bn of PFI capital value that reverts to the public sector by 2027, 
government has developed practical guidance to prepare for contract expiry

Government guidanceNAO findings
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Good practice guidance: Fraud and error (nao.org.uk)

Our work over the past year has shown that the risk of fraud and error has risen significantly as a result of 
the government’s response to the COVID-19 pandemic

Managing fraud and error: good practice guide

https://www.nao.org.uk/wp-content/uploads/2021/03/010381-001-Fraud-and-Error-Accessible.pdf
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NAO contract audit framework

https://www.nao.org.uk/wp-content/uploads/2021/07/good-practice-guidance-commercial-audit-framework.pdf

We have also produced an audit framework that ties into our good practice guide to support review of 
procurement and commercial activity



Commercial Hub | 26

Major Project 
Delivery

Analysis

Commercial

People & 
Operations Digital

Financial & 
Risk 

Management

NAO 
hubs

Procurement & 
Contracting

Regulation

Corporate finance

NAO knowledge hubs



Commercial Hub | 27

How the hubs build on our VFM programme

Government Functions 
and Professions

Functional standards

Playbooks

Continuous 
improvement 
frameworks

Collaborative events

Departmental VFM 
teams

Technical experts / 
specialists

Support for cohort of 
staff interested in 
developing practical 
experience and 
studying additional 
qualifications

Back catalogue

Recommendations 
database

Current and future 
work programme

NAO guides

e.g. 

Managing the 
commercial lifecycle

Commercial audit 
framework

Principles of effective 
regulation

Demystifying corporate 
finance

Professional 
learning paths

InsightsNAO 
colleagues

Government 
departments

VFM audit 
reports and 

findings

International 
networks

Academia
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Search our publications

Track our recommendations

https://www.nao.org.uk/search/pi_area/contract-lifecycle/
https://www.nao.org.uk/nao-recommendations-tracker/

Follow our value for money programme

https://www.nao.org.uk/search/pi_area/contract-lifecycle/
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Thank you
Contact the speaker: matthew.rees@nao.org.uk

For more information about the work of the NAO

Visit our website
www.nao.org.uk

or follow us on twitter
@NAOorguk

mailto:matthew.rees@nao.org.uk
http://www.nao.org.uk/
https://twitter.com/naoorguk
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