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SCRUTINY COMMITTEE REPORT 

 

 

 

 

To:  Chair, Ladies and Gentlemen 

Commercialisation  
 

 
1.0 

 
SUMMARY OF THE REPORT 
 

1.1 1.1 The Transformation, Commercialisation and Corporate Services scrutiny committee 
has requested a report be presented to enable them to review and explore the work 
being undertaken in relation to this; and to explore what commercialisation means to 
Merthyr Tydfil County Borough Council.   
 

1.2 
 

The report sets out the key activities undertaken to date; and outlines the process  
agreed by Full Council which must be followed to ensure the managed development 
of the service. 
 

2.1 RECOMMENDATIONS 
 

2.1 Committee Members gain a better understanding of the commercial agenda that we 
are taking forward. 
 

2.2 Committee Members track and review the phases of development as they progress. 
 
 

3.0 INTRODUCTION AND BACKGROUND 
 
3.1 On 16th June 2021, a report was taken to Full Council on the establishment of a 

Commercial Unit to operate within the Council.  The Transformation, 
Commercialisation and Corporate Services scrutiny committee has requested a 
report be presented to enable them to review and explore the work being undertaken 
in relation to this; and to explore what commercialisation means to Merthyr Tydfil 
County Borough Council.   
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3.2 Local Councils are responsible for delivering a diverse range of services to its 
citizens and communities.  Over the past decade, all local government agencies 
have had to navigate a period of austerity.  Merthyr Tydfil County Borough Council 
has done this relatively well, mainly by implementing efficiency measures, cutting 
back on services, reducing staff numbers and increasing Council Tax.  Over the last 
20 months council services have also had to innovate and mobilise in different ways 
as service demand has changed due to the Covid-19 pandemic. 

 
3.3 In recent years there has been a shift in attitudes to change and innovation, which 

has largely been driven by austerity.  Future funding is at best unpredictable, and this 
new thinking is needed to transform the way that we operate to protect and improve 
services for our communities. 

 
3.4 The Council has undertaken some forms of commercial activity for a long time, this 

activity traditionally focussed on charging for services in established service areas.  
However, being more ambitious and taking a wider view on making savings which 
safeguard services and generate income, commercialisation is becoming more 
important. 

 
3.5 There is no specific definition of what constitutes ‘commercialisation’, this can range 

between: 
 

3.5.1 Operating more efficiently – reducing waste, raising charges; 

3.5.2 Generating operating profit by charging more than it costs to provide a    
service; 

3.5.3 Delivering services differently with less council influence or control, 
such as transferring an asset to a community group or to enable a 
service to operate in the commercial world; and 

3.5.4 Developing new services in the private marketplace in direct 
competition with the private sector for the purpose of generating profit. 

 
3.6 As the Council is responsible for the provision of a range of public services, 

commercial activity must be balanced against the primary responsibility of being the 
safety net for its citizens and community.  This means the approach to 
commercialisation must be well managed: the more the Council adopts a commercial 
mind-set; the greater the focus must be on the management and mitigation of 
associated risks. There is a degree of risk in commercial activity which is why we 
have broken this down into a number of phases across the Council to effectively 
manage its development whilst managing and mitigating any risk. 

 
3.7 The Council has traditionally operated procurement as a process.  Procurement 

means facilitating the diverse services that the Council delivers through third parties.  
To date, the focus has been on delivering efficiencies through the procurement 
process, specifically by reducing unit costs for goods and services that we buy 
against the backdrop of increased market costs.  This has been accomplished 
through open competition.  This becomes increasingly important in an environment 
where inflation is rising faster than salaries/wages; and balancing budgets becomes 
more challenging both for the organisation and the people and communities it 
serves. 
 



3.8 There are an increasing number of areas of importance that Procurement officers 
and officers throughout the Council have to balance and manage.  
Commercialisation is wider than simply examining ways of delivering income or 
efficiencies, in the context of public services, this also has to encompass social 
value, decarbonisation, modern slavery, fair wages, employment conditions to name 
but a few, that deliver real value for the citizens of the County Borough. 

 
3.9 Officers request Scrutiny Committee Members support this development process 

through their constructive critical challenge.  Ensuring that there is clear evidence 
from Council services that demonstrates engagement and delivery on a partnering 
basis with the commercial unit.  

 

 

4 WHERE WE WERE  
 
4.1 In terms of structure, to date there was only the central purchasing unit that carried 

out work mostly for building maintenance when we still had housing stock.  Limited 
tendering was carried out centrally with most departments of the Council carrying out 
their own tender processes via the old green envelope system.  With little or no 
oversight by any central team. 

 
4.2 Over the last 10 years there have been many changes to our procurement structure 

and processes, reducing some bureaucratic processes to enable officers across the 
Council to procure at a more agile pace.  However, procurement is still largely 
tactical in nature as the diagram below illustrates: 

 
4.3 There were a number of key challenges in terms of procurement within the Council 

such as: 
 

 Insufficient numbers of staff to effectively manage the procurement process; 

 Focus on obtaining best price in order to manage reducing budgets; 

 Administrative burden associated with procurement; and 

 Procurement viewed as a barrier as opposed to a facilitator. 
 
 
 
 
 



5 WHERE WE ARE NOW  
 
5.1 Procurement Services have evolved into a critical service support function although it 

may not be perceived this way in our client departments.  Procurement assist on 
approximately 100 tenders per year plus a large number of quotations.   

5.2 In addition to tenders and quotes, there are approximately 100 annual service 
contracts (mostly grant funded) that are renewed year on year. 

5.3 These processes allow critical functions across the Council to deliver their services. 

5.4 We are now fully electronic in our approach to the transactional and tactical elements 
of procurement.  We utilise sell2wales, etenderwales, D&B (financial checking), 
Atamis (spend analysis) on a daily basis to carry out these important processes. 

5.5 However, the true value of procurement is not recognised sufficiently.  There are 
many examples of little or no interaction at planning phases of projects, and that 
procurement staff are not engaged until the time of tender.  This does not allow 
procurement staff to provide challenge and support to officers to ensure that aspects 
such as innovation are considered as part of the procurement cycle.  This is 
described as ‘tactical’ procurement.  The following diagram illustrates our position 
and identifies where we need to be. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
5.6 In June 2021, Full Council approved the creation of a ‘Commercial Unit’; that report 

contained the diagram shown above.  The creation of the Unit is intended to change 
the whole perception of how we carry out our business across the organisation.  The 
circa £100 million that we spend in the course of our business, is a significant 
influencer and benefit to our local economy. 

   
5.7 The development of commercialisation is structured into 4 main phases: 
 
 
 
 



Phase 1 
5.8 Phase 1 of the development was to obtain the approval of the creation of the new 

unit, moving existing resource into a central position and creating additional 
resources. Job specifications were created and job adverts were published.  This 
resulted in the appointment of an additional Procurement Officer and the Commercial 
Manager to date.  All new posts are being supported by the RTI plan funding. 

 
5.9 The structure of the unit is as below, the orange highlighted posts will be those posts 

that will have a direct influence on the commercial development. 
 

 

 
 
 

5.10 The Procurement Officer post is due to start 29th November 2021; whilst the 
Commercial Manager role is due to start on the 4th January 2022.  The third post of a 
Data and Project Officer, was not appointed but it is intended to go back out to 
advert once the Commercial Manager is in post.  The previous Data and Project 
Officer role has now been re-titled as Commercial Support Officer. 

 
Phase 2 

5.11 We are in the process of understanding data that we have at our disposal.  Primary     
source of analysis is a system called Atamis™ (provided by Welsh Government as 
part of e-procurement suite of products). 

5.12 The existing procurement and contract related data is important for the Council to 
determine a baseline, not only for contracting and commercial purposes; but also for 
social value and decarbonisation. 

5.13 Our data provides an overview of who spends, where our money is spent, who we 
spend it with, trends related to spend (see spend analysis below), and some 
opportunity analysis – such as local potential. 

5.14 Managing this data effectively is key to delivering some of our commercial 
opportunities through our third party spend. 
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5.15 Phase 2 includes a situation analysis driven by data and personal experiences.  The 
Commercial Manager will require access to all services across the Council to explore 
existing service provisions and take a broad view on potential opportunities. 

 
Spend analysis 

5.15 In terms of spend the following illustrates the trend in spend since 2015, the trend 
clearly identifies reductions in overall spending due to austerity with the overall 
spend levels rising back to above 2015 levels – some of this is due to grant funded 
projects (bus station as example). 

 

FY 2015 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 

£86,519,375 £75,921,623 £67,308,496 £66,786,944 £76,050,003 £95,691,296 
 

The majority of this spend is ‘commercial’.  This is the money that we spend in the 
course of delivering local authority business.  

 
5.16 Our spend analysis will help drive the focus on procurement and commercial activity. 

Currently our data can be manipulated in many ways such as: 
 

 Proportion of spend on SME’s 

 Proportion of spend on third sector 

 Proportion of spend on local suppliers 

 Suppliers with highest volume of invoices 

 Total spend by department 

 %age of spend under contract 
 

Phase 3 
5.17 This phase will concentrate on an external view and look at our wider collaborations 

with other public bodies, third sector parties, RSL’s etc.  This phase will also 
determine our approach to market with other local anchor organisations to maximise 
local benefits.  

 
5.18 Using data gathered in phase 2, we will look at our suppliers and partners and gauge 

how we maximise our services that are delivered either through or with the support of 
third parties. 

 
Phase 4 

5.19 This phase will look at creating the opportunity to investigate any commercial 
investments associated with the ongoing regeneration and economic development 
process.  Commercial considerations will be factored into future regeneration 
proposals. 
 

 
 
 
 
 



6 WHERE WE WANT TO BE  
 
6.1 Commercial success requires a balance between Innovation & creativity and robust 

processes.   

6.2 It is also important to note that it is ‘the departments of this Council that will 
deliver commercial and social value opportunities’; with the Commercial Unit 
acting as supporting facilitators. 

6.3 Taking on board the recommendations laid down in the Audit Wales report 
“Commercialisation in Local Government (2020)”; we will follow the building blocks of 
commercialisation: 

       

 

 
6.4 Through our Procurement Rules, robust processes are already in place and are 

generally less bureaucratic than in previous years.  Overly bureaucratic processes 
can stifle innovation and creativity. 

 



6.5 We need to be in a position whereby the central team is given a mandate to 
effectively support client departments across the council in developing innovation 
and creatively seeking sustainable solutions for future generations and appreciate 
that this is a ‘two way street’. 

6.6 We need to be commercially driven but still be service oriented and have commercial 
considerations built into all appropriate contracts. 

6.7 We will create a Contract Managers Forum and use this forum to promote a 
commercial culture, disseminate best practice and legislation, and sponsor 
collaborative working between departments. 

6.8 We need to identify sustainable income streams and where possible improve existing 
income opportunities. 

6.9 There needs to be improved communication and engagement with local suppliers. 

6.10 The central commercial team needs the capability, capacity and resource to match 
demand and the cooperation and engagement from client departments to deliver 
benefits. 

6.11 We need to be Contract not supplier led (this is ensuring our influence over the 
delivery of a contract is balanced in our favour to secure deliverables). 

6.12 We need to reduce maverick spend – less focus on cost and more on value. 

 
Social Value and the Social Partnerships and Public Procurement Bill 

6.13 The draft Social Partnerships and Public Procurement Bill will set out a number of 
obligations on public bodies in Wales. It is due to be presented to the Senedd in the 
spring 2022. 

6.14 It will seek to improve the economic, social, environmental and cultural wellbeing of 
our County Borough. 

6.15 Procurement is a key driver to delivering social value – Councils that do not 
appreciate this will struggle to meet the duties of the Bill.  We need to ensure that 
procurement and commercial as a business function is integrated into service 
planning.  We need to ensure that we build cross council capacity to support 
economic growth and positive social outcomes.  

6.16 We will create objectives to maximise socially responsible procurement goals 
through a new Procurement Strategy which will be published and reviewed on an 
annual basis. 

6.17 We will develop a Social Value policy and measure the value of our contracts to the 
community in addition to measuring what we spend, and report on it once per year. 

6.18 Our work on social value will link the Wellbeing of Future Generations (Wales) Act 
2015 wellbeing goals; together with the Council wellbeing objectives and deliver a 
standardised set of ‘Themes, Outcomes and Measures’ which will be incorporated 
into procurement activity; ensuring alignment is built in from the planning stages of 
commercial/procurement projects. 



 
Procurement Board and Value for Money 

6.19 We will need to consider the repurposing of the existing Procurement Board into a 
clear governance structure for commercial and procurement projects. 

6.20 Terms of reference will need to be created to govern activity of the board. 

6.21 Proposed changes to procurement legislation will shift the focus on procurement 
activity from ‘Most Economically Advantageous Tender’ to ‘Most Advantageous 
Tender’ to allow Contracting Authorities to deliver greater value through a contract in 
broader qualitative (including social and environmental) terms.  This will need to be 
managed effectively through robust governance ensuring that ‘value for money’ is 
determined at the planning stages of procurement and takes into account important 
social value outcomes at the tender evaluation stages and through to contract 
management. 

 

7 WHAT WE NEED TO DO NEXT  
 
7.1 We are presently at phase 1 in our commercial journey and we have a short wait 

until the commercial manager is in post.  It will take a number of months for the 
postholder to fully understand the diverse range of services this Council delivers. 

7.2 We will progress through the phases in a structured manner.  This will include 
delivering a commercial strategy, a social value policy and underpin this with 
commercial action plans.   

7.3 We will ensure that the development of commercialisation is taken at a manageable 
pace and that risk and reward is appropriately assessed prior to any decision making 
process. 

7.4 We will continue to analyse data and look for opportunities through that data and link 
with other forms of data gathered during the pandemic to enable informed decision 
making. 
 

7.5 We will communicate developments and opportunities effectively with key 
stakeholders throughout the phases. 
 

7.6 We will commit to regular reporting on progress. 
 

 
8 CONTRIBUTION TO WELLBEING OBJECTIVES 

8.1 The development of commercialisation will impact all 4 stated wellbeing objectives, 
some of these impacts/benefits are provided below. 

 
8.2 Best Start to Life: through our delivery of community benefits and social value some 

of our suppliers/contractors will deliver topical sessions in schools (health and safety 
etc). 

 
8.3 Working Life: The delivery on contracts directly and indirectly support working life 

objectives. 



  
8.3.1 Supporting employment through contracts – e.g. 1 apprenticeship per 

£1m of construction spend 

8.3.2 Supporting training and opportunities for NEET’s through our larger 
contracts 

8.3.3 Directly supporting and maintaining employment through our local 
contracts 

8.3.4 Indirectly supporting local supply chains through the £ spent by our 
contractors locally. 

 

8.4 Environmental Wellbeing: Assessing and investigating ways to reduce CO2 
emissions in our supply chains. 

 

8.4.1 Analysing scope 3 data (supply chain) and working with our suppliers on 
implementing reductions in CO2, including shortening the supply chain 
and assessing their delivery capabilities (such as looking at the age of 
their fleet). 

8.4.2 Including environmental sustainability commitments in our contracts. 
 

8.5 Living Well: Assisting social services partners to deliver appropriate contracts for 
the support of independent living.  Note that this can also deliver some of the factors 
listed in other objectives (supporting employment as example). 

 
8.6 In addition to the MTCBC wellbeing objectives, the Social Value Policy will take into 

account the wider Wellbeing themes stated in the Wellbeing of Future Generations 
(Wales) Act 2015 linking this with council objectives and providing specific measures 
per appropriate contract that will be measured and monitored and reported.   

 
 
 
 
 
ALYN OWEN 
DEPUTY CHIEF EXECUTIVE   

GERAINT THOMAS 
PORTFOLIO MEMBER FOR 

REGENERATION, TRANSFORMATION 
AND COMMERCIALISATION 
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Does the report contain any issue that may impact the Council’s Constitution?  
 

 

 

https://democracy.merthyr.gov.uk/documents/s54466/Committee%20Report.pdf?LLL=0

