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This Best Practice Guide, “Promoting SME
Participation in Public Contracts” is designed
to address the issues which inhibit SME
procurement from the public sector.




CEO Foreword

Companies grow by doing business with others. It sounds simple, doesn't it? In fact, closing sales,
matching one companies’ skills and products to the needs of another, delivering to specification,
supporting the customer relationship and getting paid, sum up the essence of trade. For the SME,
this process creates the potential for profitability, growth and expansion of employment.

The public sector procures about €190 billion in goods and services every year and represents an
enormous market sector for business. But although SMEs account for 99% of total companies, they
deliver less than half of the requirements of contracting authorities. And small companies deliver
less than one third of these business opportunities. This Best Practice Guide, “Promoting SME
Participation in Public Contracts” is designed to address the issues which inhibit SME procurement
from the public sector.

Research has shown that, given the right conditions and assistance, SMEs can become more
effective in winning and retaining supply contracts to Government and other authorities. This is a
‘win win' for all; SMEs are the backbone of our economies and the primary generation source of
employment and business taxes. When successful and facilitated, SMEs also have the potential to
grow into large companies with an international reach.

There is a critical role for the European Union and for national governments in facilitating
procurement, through their own contracting authorities for the SME sector. This must be viewed as
a significant opportunity for authorities to stimulate growth in the SME sector, through providing
scaled business contracts, security through repeat business, reliability in the business relationship
and security and promptness of payment.

In turn, SMEs can offer a high quality service or product and flexibility, particularly in times of crisis.
SME's can also provide a simple access structure, allowing procurers a direct relationship with

key decision makers, and all the benefits of local knowledge and local impact on the business
environment and on employment generation.

Contracting authorities can make things simpler for SMEs, a sector that is by definition more
restricted in resources than the large company. They can make contracts more accessible by
dividing them into smaller ‘lots’ and by simplifying the financial and technical requirements, at
least at the start of a tendering process. Furthermore, contracting authorities can take a more
extensive view of tenders offered, looking to the most economically advantageous tender
(MEAT) and not simply price.

For their part SMEs can do more to prepare themselves for public sector procurement through many
of the training initiatives outlined in this report. Evidence has shown that training works; companies
that undergo training and instruction perform better when it comes to winning business in the
public sector. SMEs can also be more ambitious in their targeting, particularly using the structures of
the European Union and the Single Market to support tendering beyond the domestic and across
borders.

The European Union is just that, a Union, a Single Market, and the promotion of cross border trade
is one of the key aims of that Single Market. Promoting ‘Best Practice’ in SME participation in Public
Contracts is pivotal to achieving this objective.

Gina Quin, CEO,
Dublin Chamber of Commerce
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Executive Summary

The objective of the report was to design a Best Practice Guide for contracting
authorities to encourage procurers to structure their procurement procedures in a
manner that facilitates increased participation by small and medium size enterprises.!
The Best Practice Guide is based on the findings and research unearthed by the Are
Tenders on Your Radar project.

The project Are Tenders on Your Radar? aims to improve business access and more
particularly innovative business access to public procurement by bridging the gap
between business and public buyers in both the UK and Ireland through a series of
targeted learning and networking workshops.*

The project recognises that the European, UK and Irish public markets even in

times of poor economic outlook are still a viable source of capital for small and
medium size enterprises and the capital spent has the potential to have a positive
and sustainable impact on national economies. However, there are a number of
constraints in the current market place, which are constricting public officials’ ability
to maximise efficiency from each procedure completed. With reduced and limited
budgets, public officials now face an internal conflict on whether to buy goods and
services based solely on lowest cost criteria or on criteria that incorporates social and
environmental impact considerations.”

SMEs are in turn faced with enhanced competition in the market place and inability
to compete for large scale or aggregated contracts. The report findings show

that SME participation is restricted by their inabilities to meet advanced financial,
technical and operational capabilities. The Best Practice Guide encourages

public procurers to ensure SMEs, have access to relevant information, consider
setting proportionate qualifications levels and financial requirements, alleviating
administrative burden and putting emphasis on value for money rather than on price.

* Project Partly funded by the European Commission. The sole responsibility for the content
of this guide lies with the authors. The European Commission is not responsible for any use
that may be made of the information contained therein.
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The Guide also acknowledges that targeted SME procurement training offers SMEs a
renewed sense of confidence and enthusiasm selling into local, national and European
markets. The Guide recognises that there is a clear need for additional training for SMEs,
focusing primarily on cross-border tendering skills.

The report encourages six key recommendations;

NSYeelnInt=TleEYillaNI Redouble efforts to reduce the administrative burden for suppliers

Tl Clle sV Break contracts into lots

[Eeeinlnl=IleElilel MM Ensure financial capacity criteria are proportionate

Tl e’ Clearer award criteria

eIl Ellol Il Make themselves more accessible to suppliers

INYelolnlnlTaleE il Provide meaningful feedback

The use of these recommendations will encourage more competitive and transparent
procedures, which will allow SMEs to unlock their growth and innovation potential.
The Best Practice Guide seeks to offer support to both suppliers and procurers, with
the goal of enhancing SME based competition in the market place through enhanced
engagement and modernisation of the procurement process.
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Encouraging procurers to structure
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manner that facilitates increased
participation by small and medium
size enterprises.




Chapter One: Brief Overview

Best Practice Guide Goals and Objectives

The overall objective of this report was to design a public procurement Best Practice Guide
to encourage procurers to structure their procurement procedures in a manner that facilitates
increased participation by small and medium size enterprises  (SMEs).

The guidance offered stems from practical research completed as part of the Are Tenders
on Your Radar? project. All information provided for the report is grounded through current
literature, surveys and training seminars.

Reasons for creating the Best Practice Guide

There are two main reasons for creating the Best Practice Guide. Firstly, the Guide recognises
the important roles SMEs play in the public procurement market and aims to address the
universal problems faced by Irish and UK procurers in facilitating SME friendly policies in their
tendering practices. Secondly, the Guide was designed to ultimately enhance SME based
competition in the Irish, UK and European public markets.

Intended Audience

The Guide is primarily designed to be utilised by both Irish and UK public officials procuring at
a centralised, regional and local level. It can be utilised universally for most sectors and aims
to encourage both procurers and suppliers to consider the wider societal impact of the public
procurement activities, thus aligning with the Europe 2020 Growth Strategy.”

Format and Methodology
As part of the Are tenders on your radars? project, small and medium sized companies
received specialised training across Ireland and the UK between August 2010 and August 2012.

A questionnaire’ was sent to attendees following the initial trainings on public procurement.
The objective of this survey was to gain a better understanding of the real and perceived
barriers faced by Irish and UK companies when tendering in Ireland, the UK and Europe. 239
SMEs completed this survey.

The format of the report is structured into three distinct sections;

1. The report will firstly provide a broad overview of the current constraints faced by
SMEs trying to sell into the Irish, UK and European public markets.

2. A detailed outline and analysis of the main findings from the survey is provided in
Chapter 4.

3. The report concludes by providing detailed descriptions of the key
recommendations and best practice guidelines for the facilitation of increased
SME participation in the Irish, UK and EU public markets.
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Are Tenders on Your Radar Project?

Are Tenders on Your Radar? project was in response to the European Commission Call

for proposals for a Specific Action (ENT/CIP/09/E/N06S001) — SME access to public
procurement. It was a transnational consortium project to promote SMEs" access to public
procurement in Ireland, the UK and EU Member states.*

The aim of the project was to improve business access and more particularly innovative
business access to public procurement by bridging the gap between business and public
buyers. The project offered free one day intensive workshops for suppliers, meet the buyer
events and access to industry experts. The programme was delivered by the Dublin, Galway,
Sligo, Waterford Chambers of Commerce and EISC Ltd Southampton as part of their
Enterprise Europe Network business support service.

* The programme is a specific action on public procurement, co-financed by the
European Commission in the framework of the CIP programme, in partnership with the

Enterprise Europe Network.
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Chapter Two: SME Engagement in Public Procurement

SME Engagement Overview

Small and medium size enterprises (SMEs)" play a critical and fundamental role in the
European social and economic market. SMEs account for 99% of enterprises operating in the
Single Market, of which 92% are micro-enterprises.” SMEs are key drivers of employment
generation and sources of innovation in the Single Market. SMEs from the period of 2002 —
2010 were responsible for creating over 85% of all new jobs in Europe, with micro-enterprises
alone responsible for 58% of total net employment growth. SMEs are the key drivers for
generating local employment, sustaining local economies and promoting entrepreneurship
and business risk taking in all areas of society."

However, the Commission recognise that SME participation in the European public
procurements markets is disproportionate to the number of SMEs operating in member
states.* This presents significant challenges in both preparing and informing SMEs of
tendering opportunities and promoting more SME-friendly procurement techniques among
public buyers. This project aims to enhance SMEs skills and confidence selling into the
European public market.

The total value of tenders published on the Official Journal of the European Union (OJEU)
for the three-year period between 2006 and 2008 was estimated by the Commission to
amount to €1,137bn.* Between 2006 and 2008, SMEs amongst companies who won public
contracts above the EU financial threshold ranged between 58% and 61%.

Micro enterprises accounted for 18%
Small enterprises accounted for 22%

Medium size enterprises accounted for 20%

The overall contract value secured by SMEs ranged from 31 - 38%.

Micro enterprises accounted for 6%
Small enterprises accounted for 11%

Medium size enterprises accounted for 17%

Irish medium and large scale enterprises performed better than their EU counterparts,
securing 46% of contract value.

Micro enterprises accounted for 3%
Small enterprises accounted for 14%

Medium size enterprises accounted for 26%
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However, UK SMEs appeared to perform worse than their Irish counterparts, securing
only 24% of contract value.

Micro enterprises accounted for 6%
Small enterprises accounted for 5%

Medium size enterprises accounted for 13%

This Guide will aim to encourage public procurers to structure their procurement
procedures in a manner that facilitates increased participation by SMEs.

Why would procurers want to engage with SMEs?

SMEs provide high quality
supplies and services
N High Quality

Flexible
Offering flexible

solutions to problems

Simple Structure

Simple organisation / Lolcatljl
structure Knowledge

N

\/

PrProcess

Instinctive local knowledge

SMEs play an important role in public contracts, they offer high quality supplies and
services and they tend to be flexible, particularly in reactions to urgent problems.
SMEs normally have a simple organisational structure, allowing procurers to have
accessibility to senior management. SMEs have instinctive local knowledge and
contribute to local employment generation.

Whilst there are some potential weakness associated with SMEs, such as lack of
technical capabilities and financial guarantees, the benefits may outweigh the
concerns in a large majority of cases. ®
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Why would SMEs want to engage with public procurers?

Valuable capital source

L, Income Stream
L4
Continuous local or

Continuous national demand
Demand ]

Locality

4

Accessibility to regional
and national buyers
Prompt Payment

Usually within 30 days

Improvement

SMEs benefit greatly from selling into the public market, public procurers are
important customers offering real scale opportunities both in value and length of
contract. Public procurers are buyers with continuous demand. The public sector will
continue to buy throughout any economic downturn. The public sector pay promptly,
they are bound by clear contract terms and usually have to pay within 30 days of
invoice. ™"

Variables impacting SME engagement

There are a number of variables which impact SME participation in the Irish, UK and
European public markets. The variables range from the type of procurer, the tender
procedure chosen, value and size of the contract and choice of evaluation procedure
used.

1. Type of Procurer
A decentralised public procurement system operates in Ireland and in the UK with
various contracting authorities procuring at both central and local government level.
With the vast variety of contracting authorities and entities with unique buying needs,
the procurement administrative processes in Ireland and in the UK are complex and
fragmented.

EU research shows that local and regional authorities award a higher proportion of
public contracts to SMEs, than the proportion awarded by central authorities and other
bodies governed by public law or utilities.

enterprise
europe
network

[—

e Page 15

Business Support on Your Doorstep.



Page 16

Best Practice Guide: Promoting SME participation in Public Contracts

Size and Value of Contracts

SMEs fair better at winning contracts with a value below the EU financial thresholds.
SMEs in general win a lower proportion of above-threshold contracts, however they
benefit from the division of larger contracts into “lots”

The European Commission sets the value of contracts above which tenders must

be advertised and published in the Official Journal of the European Union (OJEU)

on a two year cycle. On the 30 November 2011, Commission Regulation (EU) No.
1251/2011 was adopted, revising the Euro and GBP thresholds for the next two years.
The main advertising thresholds with effect from 1 January 2012 to 31 December
2014 are as follows:

Works
Contract Notice €5,000,000 Threshold applies to Government
£4,348,350 Departments and Offices, Local
and Regional Authorities and other public
bodies.
Supplies and Services
Contract Notice €130,000 Threshold applies to Government
£113,507 Departments and Offices
Contract Notice €200,000 Threshold applies to Local and Regional
£173,934 Authorities and public bodies outside the

Utilities sector.
Utilities

Works Contracts / €5,000,000 For entities in Utilities sectors
Prior Indicative Notice  £4,348,350 covered by GPA

Supplies and €400,000 For entities in Utilities sectors covered
Services £347,868 by GPA

Spend on above threshold contracts accounted for 2% of the total EU member
states’ expenditure in 2009. An approximate €420bn / £335bn was spent on goods,
works and services, with 35,000 contracting authorities publishing over 150,000
initiations to tender. A Commission evaluation report concluded that the contracts
published on the OJEU resulted in 1.2% savings for contracting authorities compared
to contracts where neither a contract notice or prior indicative notice where
published .

SMEs generally tender for small to medium value contracts, as in general they fail to
meet the large technical and financial capabilities required in large scale contracts.



Chapter Two: SME Engagement in Public Procurement

The proportion of SMEs amongst successful bidders winning contract with a value of
€300,000 / £239,000 or less is estimated at 65%. This figure starts to decline for larger
above-threshold value contracts, with SMEs winning between 21 — 29% of contracts
with a value above €5mn / £4.3mn.*

Procurers can address this concern by breaking large contracts into “lots”. The
division of lots can be based on distinct professional tasks or geographical service
areas.

Type of Procedure

The choice of procedure used has an impact on the number of contracts awarded
to SMEs. The open procedure is the most accommodating procedure for SME
participation.

The use of the restricted and negotiated procedures also encourage SME
participation, however the competitive dialogue appears to disfavour and
discourage such participation.

Open Procedure

Proportion of SMEs amongst successful bidders 60%

Percentage of contract value gained by SME 38%
Restricted Procedure

Proportion of SMEs amongst successful bidders 60%

Percentage of contract value gained by SME 24%
Negotiated Procedure

Proportion of SMEs amongst successful bidders 60%

Percentage of contract value gained by SME 24%
Competitive Dialogue

Proportion of SMEs amongst successful bidders 59%

Percentage of contract value gained by SME 6%
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4. Evaluation Methods
SMEs tend to win more contracts which are evaluated on a Most Economically
Advantageous Tender (MEAT) assessing criteria, rather than on the Lowest Price
evaluating method.

A wide variety of criteria can be
assessed under the MEAT test, xS
examples of permissible criteria 00(\ ‘900
include; pricing, quality, technical é‘

merit, environmental factors, cost
effectiveness and after-sales
service. X The use of the MEAT
evaluation method encourages
both SMEs and public procurers
to take local considerations into
account in their decision making " Internal
procedures. It is questionable %/ Restrictions
what percentage should be %
assigned to the price criteria.

/s
o %
3 )
T %
S ©
@,
w

SME constraints

SMEs have expressed a number of difficulties in
securing public contracts. They experience both internal
and external restrictions including®

Internal Restrictions

Lack of technical qualifications and capabilities
Lack of professional qualifications and capabilities
Inability to meet financial and insurance requirements

Inadequate tendering skills
External Restrictions
Lack of knowledge of tender opportunities

Over-emphasis on price

Inadequate feedback from procurers

These barriers to access will be discussed further in Chapter 3, with the Guide
providing solutions to each barrier identified.
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Supports for SMEs

There are a number of resources available to SMEs in both the UK and Ireland to
help them to improve their tendering skills and techniques.

European Guidance

The European Commission is committed to sustaining and encouraging SME
participation and growth across the single market and has integrated SME friendly
initiatives into public procurement policy and procedures, this is evident in the
Small Business Act for Europe (2008) and is communicated clearly in the Public
Procurement for Better Environment (2008), the Pre-Commercial Procurement (2007)
and in the Integrating Social Considerations into Public Procurement (2001) reports.
SMEs' participation and redress rights are protected through the implementation of
the suite of European public procurement legislation.

Irish Guidance
“The [Circular] ensures that a
‘level playing field” exists
for all Suppliers.”

Circular 10/10 is a non-mandatory government
guidance document which was designed and adopted
in 2010 to ensure small and medium size business are
not hindered from tendering for contracts that they
could effectively complete.* The Circular made the
following changes and recommendations;

Minister Hayes, National
Procurement Day, Dublin.

Promoted accessibility by requiring contracting authorities to advertise all contracts
for supplies and services with an estimated value of €25,000 and upwards on
www.etenders.gov.ie (Section 2)

Removed capacity barriers by requiring contracting authorities to ensure that any
capacity levels they set for tenderers are relevant and proportionate to the
circumstances of the particular contract (Section 4)

Requested contracting authorities to allow applicants to self- declare their capacity
to undertake the contract, and should seek verifications or evidence of such capacity
only in the event of the tenderer being short-listed or coming under consideration
for the award of the contract (Section 4)

Prevented contracting authorities to use arrangements that involve potential
tenderers having to pay so as to access opportunities to compete for public
contracts. (Section 6)

Promoted accessibility by allowing contracting authorities to avail of the possibility
to award contracts in ‘lots’ where this can be done without compromising efficiency
and value for money. (Section 9)

enterprise
europe
network

Eurrpmar

i Page 19

Business Support on Your Doorstep



Page 20

Best Practice Guide: Promoting SME participation in Public Contracts

The National Procurement Service (NPS) and the National Public Procurement

Policy Unit (NPPPU) within the Department of Finance have also devised a number
of reports including ‘Improving SME Access to Public Procurement™ and ‘Buying
Innovation — The 10 Step Guide to Smart Procurement and SME Access to Public
Procurement™i which detail best practice for Contracting Authorities to include SME
friendly initiatives into their tender designs.

UK Support

The support available for SMEs in the UK is offered at a decentralised level, with
various local councils offering free tender resources packs, informational leaflets to
interested suppliers.

A number of the UK councils have set up “How to Work with Us” websites, providing
interested procurers with information on forthcoming tender opportunities and
helpful tips on how to complete tender applications. Other councils, such as Islington
Council in London have designed “Tender Resource Packs” for potential suppliers.

Unlike, the eTenders advertising website in Ireland, there is no such site in the
UK designed to be a central facility for all public sector contracting authorities to
advertise procurement opportunities and award notices.

However, there are a number of regional and local sites providing this service, such
as;

Sell2Wales; https://www.sell2wales.co.uk/

Buy4Wales; https://www.buydwales.co.uk/buydwales.aspx
e-SourcingNlI; https://e-sourcingni.bravosolution.co.uk/web/login.shtml
CompeteFor; https://www.competefor.com/business/login.jsp

Suppliers can avail of a wide variety of support and guidance documents in both the
UK and in Ireland.
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Chapter Three: Research Findings

Overview

In this chapter data from 239 firms that participated in the public tendering training
programme is analysed. Analysis of the data is undertaken in respect of the following
areas:

Firm characteristics - jurisdiction, size and age

Record of tendering for public sector contracts nationally and internationally
Success in tendering for public sector contracts nationally and internationally
Barriers experienced by firms when competing in the public sector marketplace
Supplier awareness of SME-friendly measures

Comparison of domestic tendering and overseas tendering

Improving the public procurement landscape for SMEs

Areas for Future Training

Impact of the Training Intervention

A comparison of UK and Irish participant firms

Training Participant Characteristics

Characteristics of Irish and UK firms that participated on Are Tenders on your Radar?
training programme are described in the following sections.

Firm Jurisdiction

86% of the firms that answered the questionnaires are Irish-based. 14% of the
respondents are UK based (Fig. 1).

Fig. 1: Is your firm based in England or Ireland?

Jurusdiction

United Kingdom

Ireland
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Size of Firms

Firm size is assessed with reference to their number of employees. Consistent with
European Union definitions, firms are classified as per Table 1.

Table 1: EU Classification of Enterprise Size

Enterprise Size Category Number of employees
Micro < 10 employees

Small 10 - 49 employees
Medium 50 - 249

Large 250+

Age of Firms

Training participant firms range in age from one year old to 268 years old. The
mean age is 25 years. A more detailed breakdown of age by category is given in

Table 2. It is evident that the training participant firms are in business for some time.
Approximately two out of three firms are 11 years old or more, indicating a relatively

high level of commercial experience.

Table 2: Age Profile of Firms

Age Group % of Firms
1-5 years 21.1
6-10 years 12.9
11-20 years 24.8
21-50 years 30.4
50+ years 10.8
100
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Tendering Experience

Three out of every four training Fig. 3: Previous Tendering Experience

participant firms have previously %0

tendered for a public sector contract in

their own domestic marketplace, either 80

Ireland or the UK (Fig.3). This leaves 70

a quarter of the participants with no 60

previous record of tendering in their

domestic market. The percentage of 0 -

firms that has previously tendered for 40

a public sector contract in a foreign 30

jurisdiction is low. Approximately 18% 20

has overseas public sector tendering

experience versus 82% that has no such 10

experience. 0
Domestic Overseas
Tendering Tendering

Tendering Success Fig. 4: Success Rates in Public Sector Tendering

90

The success rates for domestic and
overseas tendering show considerable
variation. Sixty five percent of firms
report success in tendering for public
sector contracts in the domestic market.
In contrast, 15% of firms report success
in tendering for public sector contracts
in foreign jurisdictions. That such a low
percentage of success is recorded can,
in part, be accounted for by the fact
that many of the firms do not compete
in overseas markets.

Domestic Overseas
Tendering Tendering

Barriers in Public Sector Procurement

Training participant firms were requested to identify the main barriers confronting
them as they compete for public sector business domestically or internationally.
Specifically, eleven commonly identified barriers were listed and respondents ranked
each barrier on a 1-6 scale, where 1 denotes most relevant and 6 denotes least
relevant. Emerging from this exercise are the following results (Fig. 5).
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"Too high administrative burden’ is the barrier most relevant to the training
participant firms

‘Lack of knowledge about tender procedures’ is the second most relevant barrier

The ‘cost of preparing the proposal’, ‘too short time span to prepare the proposal’,
and ‘unclear jargon used’ are the third, fourth, and fifth most relevant barriers
respectively

It is noteworthy that there is very little separating the eight most relevant barriers,
with ‘difficulty in obtaining information, ‘the large size of contracts’, and ‘financial
guarantees required’ all posing challenges to firms

Of lesser relevance to firms is 'finding collaboration partners abroad’ and
‘discrimination against foreign tenders’. The fact that the majority of firms have no
previous record of tendering abroad explains this finding to a large degree.

Recommendation

The tendering experiences of suppliers strongly suggest the need for
relevant state agencies and public sector procurers to redouble their
efforts to reduce the administrative burden reported by suppliers.

Additional Barriers

In addition to ranking eleven common tendering barriers experienced by firms,
respondents also had the opportunity to specify other barriers relevant to their
previous experiences. The barriers cited by firms relate to criticisms of public
procurement regimes as well as acknowledgement of their own resource limitations.

For example, a lack of procurement skills across the public sector, risk aversion on the
part of public sector procurers, and a failure by public organisations to comply with
procurement legislation and policy recommendations are stated. Additionally, firms
claim that too much emphasis is placed on cost factors in the award of contracts,
specifications can be difficult to understand, and unnecessary stipulations of previous
public sector tendering experience are requested.

In reflecting on their own operations, firms identify resource and capacity limitations
associated with small size as well as the opportunity cost to them of spending days
or weeks preparing a tender when the odds of success are low.
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Fig. 5: Barriers Experienced in Public Sector Procurement

Public Sector Tendering Barriers

Finding collaborators
Discrimination
Financial capacity
Qualifications

Jargon

Admin burden
Preparation Costs
Time pressures
Contact size
Obtaining information

Prodedural knowledge

3.5

Supplier Awareness of SME-friendly Measures

Awareness of SME-friendly measures among the training participant firms is low. In
the majority of cases firms are not aware of, or are unable to elaborate on, measures
specifically targeted at facilitating SMEs in the public procurement marketplace in
either the UK or Ireland.

However, a degree of awareness of SME-friendly measures among a minority of firms
is in evidence. This awareness takes the following forms.

1. Public sector bodies and enterprise support agencies that are proactive in providing
information and assistance to suppliers.

2. Online portals that advertise available public sector contracts are identified as
conducive to SMEs competing for public sector business — www.etenders.gov.ie in
Ireland, for example.
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Specific policy initiatives designed to create a 'level playing field’ for all suppliers,
large or small, experienced or newly established, is cited as a positive development.
In particular, the Irish Department of Finance’s Circular 10:10 is name checked a
number of times.

General trends in public procurement, including: lowering of thresholds for the open
advertising of contracts, greater transparency in the award and feedback system,
more ‘meet the buyer’ events happening, some movement on the division of larger
contracts into lots, greater availability of training interventions for SMEs.

Reported Experiences of Overseas Tendering

Training participant firms were questioned on their experiences of overseas
tendering. Specifically, views were sought on whether tendering overseas is more
or less complicated than domestic tendering. Mixed feelings are expressed. In
some cases firms report positive experiences of tendering in overseas jurisdictions,
believing it to be less complicated and cumbersome relative to their experiences of
public procurement in their home marketplace. For others, the tendering process
itself is neither more nor less complicated, although it is noted that additional costs
for language translation or travelling to foreign jurisdictions are likely to be incurred.
It is also of interest that some firms are able to make use of local subsidiaries or
commercial partners in tendering for available opportunities with the local public
sector organisation.

Negative assessments of overseas tendering are also in evidence. For example, firms
point to different legislative regimes that are in operation, different documentation
requirements, bid bonds to be furnished, and a lack of a single contact point such as
exists with www.etenders.gov.ie for the Irish public procurement marketplace.

Three qualifiers are attached to interpretation of these reported experiences.

Firstly, only a minority of firms have any experience of

overseas tendering. As such, the number of observations ‘More bodies to deal with
provided by survey respondents is quite low e.g. UK has several portals’
Secondly, the observations that are provided pertain to ‘Process is not more
overseas tendering in general and not to specific countries complicated but taking part
or regions. Yet, significant variation exists across countries in the process is more

and across regions in public procurement. expensive’

Thirdly, the procurement practices of public sector ‘Much less complicated
organisations are by no means uniform, even within the and cumbersome’

one country. Therefore, the experiences of firms reported

in this survey may be more a reflection of the particular 'Yes, different legislation to
procuring organisation than a national procurement be aware of and different
regime per se. government structures’
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Improving the Public Procurement Landscape for SMEs

Training participant firms were invited to put forward their recommendations for
improving the public procurement landscape in their own country — Ireland or Britain.
Approximately 130 respondents offer one or more suggestions on how to make the
public procurement landscape more accommodating to SMEs.

Reform of Public Procurement Regime

In the main, suggestions relate to the workings of the public procurement system and
the difficulties smaller suppliers experience in attempting to navigate it. A more detailed
breakdown of suggestions offered by type and frequency is provided in Tables 3.

Table 3: Suggested Reforms to Public Procurement Practice

Specific Reform Proposed Frequency
Break larger contracts into lots 43
Simplify tendering process (incl. clearer award 37

criteria/shorter tenders, standardised templates,
less jargon, more time to bid)

Proportionate financial capacity requirements 19
(incl. reduced turnover requirements)

Encouraging SMEs generally and take cognisance of 13
need for job creation & regional growth

Better feedback 6
More accessible public procurers 5
Reduce emphasis on lowest cost 4

(greater appreciation of innovation)

Total 127

Supply Side Interventions
A much smaller number of suggestions concern capacity limitations on the part of
suppliers and the resultant need for supply side interventions - training SMEs in best

practice tendering, for example. These are detailed in Table 4.

Table 4: Suggested Supply Side Interventions

Intervention Frequency

Training for SMEs (incl. bid writing) 6

Ability to build consortiums 4

Total 10
enterprise m
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Recommendation

The reforms suggested by suppliers, based on their experiences
of tendering to date, highlight the following priority areas for policy
makers and public sector organisations:

e Break larger contracts into lots where practical and feasible
e Make award criteria clear to suppliers from the outset

e Ensure financial capacity used in tendering competitions (e.g.
specification of turnover:contract value ratio) are proportionate
and relevant to the contract

e Provide constructive feedback to unsuccessful tenderers as a
matter of course

* Engage more with the supply marketplace and make procurement
a more visible function in the organisation

Areas Identified for Future Training

Approximately 65 specific recommendations are made by training participant firms in
respect of future training programmes (Fig. 7).

Principally, firms express a desire for further training in bid preparation.
Interestingly, in several cases a request is made for a workshop format in

which participants would get to perform a simulated tendering exercise, or work
on a procurement case study

Navigating the procurement markets of foreign jurisdictions and tendering to
foreign based public sector organisations is another area in which firms express a
desire for further training

Updates and information sessions on the legal environment as it concerns
suppliers in the public procurement marketplace, how to engage with and pitch
to public procurers, honing costing techniques, and forming a consortium are
among the other main areas of interest for training and developmental purposes
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Fig. 7: Priority Areas for Future Training

Priority Areas for Future Training

Consortium Formation
Preparing bids

Refresher tendering courses
Pitching to buyers

Legal and policy information
Costing techniques
Overseas tendering

Low value contracts

Sector specific tendering

Recommendation

State agencies and associated organisations charged with supporting
small scale suppliers are advised to be mindful of the areas identified
by suppliers for their future training and development. However, it

is also recommended that future training programmes emphasise

the importance of non-tendering elements. Of relevance here is how
suppliers should research their marketplace and how to communicate
with and sell to public sector organisations. The focus on these areas is
in recognition that public procurement is, like so many other areas of
business, relationship-based. It is much more than filling out a tender
form.

Outcomes of Tendering Training

On completion of the training intervention participants were questioned if they felt more
confident in their ability to tender for public sector contracts at home or abroad.

1. For domestic tendering, the answer to this question is a resounding yes.
Approximately 98% of respondents express a greater degree of confidence in their
future ability to compete in their domestic public procurement market.
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2. While not as emphatic, a sizeable
majority also claim to be more confident in
their ability to tender for public sector contracts

Fig. 6: Confidence in Future Ability to Tender

. 100
overseas. Almost two thirds of respondents
have greater confidence in competing for
overseas public sector contracts subsequent to 80
participating on the training programme. The
other one third of respondents who are not any 60
more confident does include firms for whom
overseas tendering is not a business objective. 40
20
Comparison of British and Irish NO
Training Participants 0
In addition to analysing data pertaining to More confident More contident
239 traini ticipant firms, a comparison n domestic 1 overess
@mng par. : 'P : e _p : tendering tendering
of British and Irish firm participants is also
undertaken. This is carried out in order to assess ) ) )
the extent of similarity between suppliers from Fig. 7: Pre_V'OUSIY tendergd for public sector
S o o . contracts in your domestic market?
each jurisdiction. Specifically, British and Irish
. . . 100
suppliers are compared with reference to:
e Previous tendering experience in their domestic 80
market
60
e Previous tendering experience in overseas
markets 40
e Record of success in their domestic market 20
® Record of success in overseas markets 5
e Confidence to tender domestically after UK Firms Irish Firms

completing training course

e Confidence to tender overseas after completing
training course

Domestic Tendering Experience

The previous domestic tendering experience of British and Irish firms is represented
in Fig. 7. For this question, training participant firms were asked if they had ever
tendered for a public sector contract in their domestic market. Approximately 69%
of British firms answered in the affirmative compared to 76% of Irish firms. Thus,
among the participants of the training programme, Irish firms have a slightly higher
level of domestic tendering experience than their British counterparts.
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Record of Success in Domestic Tendering

The record of success of Irish firms in domestic
tendering is better than UK firms (Fig. 8).
Approximately 67% of the surveyed Irish firms
claim to have won at least one public sector
contract with an Irish public sector organisation.
This is in contrast to the 56% of UK firms who
claim to have succeeded in winning at least one
public sector contract with a UK public sector
organisation.

Overseas Tendering Experience

Among the training participant firms a
marginally higher percentage of UK firms have
tendered overseas than Irish firms (Fig. 9). The
figure for UK firms is 21% while the comparable
figure for Irish firms is 18%.

Record of Success in Overseas Tendering

Irish firms have a marginally higher rate of
success than UK firms when it comes to winning
public sector contracts overseas (Fig. 10). Fifteen
percent of Irish firms report winning a public
sector contract overseas in contrast to the 12.5%
of UK firms that state likewise.

Fig. 8: Record of success in domestic public
procurement market?
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Fig. 9: Previously tendered for public sector
contracts in overseas market?
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Fig.10: Record of success in overseas public
procurement market?
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Confidence for Future Tendering in
Domestic Market

The salutary impact of the training programme
on participants’ confidence to tender
domestically and internationally is reported

in Section 3.10. Breaking this figure down by
country, it emerges that Irish firms are more
confident about their ability to tender for future
domestic opportunities than UK firms, although
the difference is not significant (Fig. 11).

Confidence for Future Tendering in
Overseas Market

This situation is reversed in the case of
confidence to tender for overseas contracts. On
this dimension UK firms display a higher level

of confidence (Fig. 12). After completion of the
training programme 72% of UK firms assert that
they are more confident as regards overseas
tendering. However, only 64% of Irish firms claim
the same.

The promotion of cross-border trade is one

of the pivotal objectives of the European
Single Market. The extent to which a country
awards contracts to companies based abroad
is primarily related to the size of the country
and the size of its internal market. For example,
countries such as Ireland, Luxembourg, and
Malta award from 14 — 18% of contracts to
companies based abroad, whereas larger
countries such as France, Spain and the UK
award less than 2% to foreign-based countries.
Ireland on average awards 18% of total public
contracts to foreign-based companies, with the
UK awarding fewer than 2% to foreign-based
companies. 19.85% of the direct cross-border
contracts awarded in the UK are awarded to
Irish suppliers, with 65.55% of the Irish direct
cross-border contracts being awarded to UK
companies.

Fig. 11: More Confidence for
Domestic Tendering?
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Fig. 12: More Confidence for
Overseas Tendering?
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Public procurers in the UK and Ireland should strive to reduce the barriers to cross-border
trade, by promoting the use of effective request for tender advertising, the inclusion of
non-discriminatory and flexible qualification and professional criteria and through the
encouragement of cross-border consortiums. Further training should be provided to
suppliers struggling to sell into another EU Member States.

Conclusion

Analysing data from firms that participated on the Are Tenders on your Radar? training
programme yield a number of interesting findings. In the majority of firms there is
evidence of some domestic tendering experience. However, when it comes to tendering
for overseas public sector contracts, less than 20% can claim any such experience. The
success rate for domestic tendering among participant training firms is high. Nearly two
out of every three training participants have succeeded in winning at least one public
sector contract in their home market. The barriers that suppliers identify in this research
are familiar. Too high administrative burden, lack of knowledge about tender procedures
and the prohibitive resource cost of committing to prepare a tender rank as first, second
and third respectively.

In the main, suppliers are not fully aware of a range of recently enacted reforms designed
to make tendering more attractive and accessible to SMEs. Of the minority of firms

with experience of overseas tendering, the accounts provide a mix of positive and
negative perceptions. Suppliers are very forthcoming on what actions they would like

to see taken to make public procurement more SME friendly. Breaking contracts into
lots, simplifying the tendering process, and ensuring financial criteria are proportionate
emerge as the main recommendations for improvement. Suppliers also display a keen
awareness of their training and development needs. Obtaining detailed advice and
training on how to prepare bids is by far the area which they prioritise. In comparing and
contrasting Irish and English training participants, little difference is to be found in terms
of their tendering experience, rates of success, or confidence levels for future tendering
opportunities. Finally, a strong vote of confidence is give by suppliers to the effectiveness
of Are Tenders on your Radar training programme. Almost all participants state that their
confidence to tender for domestic public sector contracts opportunities has improved
and two thirds state the same in relation to bidding for public sector work overseas.

enterprise
europe
network

Sn— Page 35

Business Support on Your Doorstep



Best Practice Guide: Promoting SME participation in Public Contracts




Chapter Four:
Best Practice
Recommendations

Overview

Recommendations for Public Procurers

Recommendations for Enterprise
Departments and Agencies

Conclusion




Best Practice Guide: Promoting SME participation in Public Contracts

ChapterFour

There are six key recommendations




Chapter Four: Best Practice Recommendations

Overview

Based on analysis of data obtained from training participant firms, recommendations
are made for more SME-friendly procurement practice across both the Irish and
English public sectors. These recommendations are divided into two sections. The
first directly concerns public procurers. The second relates to the role that enterprise
support agencies can perform in assisting the SME population to increase their
participation in the marketplace for public sector contracts.

Recommendations for Public Procurers
The following recommendations are made for public procurement practice with a
view to ‘creating a level playing field’ on which SMEs can compete for public sector

contracts.

Table 5: Recommendations for Public Procurers

Recommendation 1 Redouble efforts to reduce the administrative
burden for suppliers

Recommendation 2 Break contracts into lots

Recommendation 3 Ensure financial capacity criteria are proportionate

Recommendation 4 Clearer award criteria

Recommendation 5 Make themselves more accessible to suppliers

Recommendation 6 Provide meaningful feedback
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Best Practice Recommendation One

Reduce Administrative Burden
Through the implementation of basic tendering reforms, the main barrier cited by
suppliers — administrative burden — can be tackled.

Increase the use of standardised tender documents. This will enable suppliers to become
more familiar with the questions to be answered and the forms to be appended to their
tender. Irish public procurers should consider using the National Procurement Services’
suite of standardised templates for medium to low risk procurement activities. Training
participant firms included this among their main recommendations.

Earlier advertisement of available contracts gives suppliers a longer lead-in time to
complete their tender submissions. Again, this is something which training participant
firms express a desire for.

Minimise the number of questions asked of suppliers and be mindful of the resource
constraints which micro and small enterprises operate under. Finding time to fill out
paperwork for tenders inhibits micro enterprises from bidding in the first instance.

Eliminate jargon from tender documentation. Jargonistic language only serves to
confuse and frustrate suppliers and leaves them with a negative impression of the public
sector tendering process.

Where appropriate, procurers should facilitate electronic submission and evaluation of
tender applications.

Best Practice Recommendation Two

Break Contracts into Lots

Of the 127 recommendations made by the training participant firms for improvement of
public sector tendering, 43 concern breaking contracts into lots. Taking this step opens
up opportunities for micro and small enterprises to compete for public sector business.
Thus, where practical and feasible, public procurers should endeavour to break up large
contracts into lots. It is not only the supplier population that stands to benefit from
dividing large contracts into smaller lots. SMEs with niche expertise become available to
public sector organisations through this approach.

Best Practice Recommendation Three

Proportionate Financial Capacity Requirements

It is a common complaint of suppliers that public procurers often set financial capacity
and insurance criteria that are disproportionate to the nature of the contract. This
issue re-surfaces among the training participant firms. Hence, there is need for public
procurers to ensure that financial and insurance capacity conditions attached to a
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contract are proportionate and justifiable. Too high financial capacity requirements —
stipulating that turnover must be a multiple of the value of the contract, for example -
mitigate the participation of micro enterprises and newly established enterprises. Effectively,
this same enterprise cohort gets locked out of the market. While risk management is a
crucial aspect of professional procurement practice, this need not come at the expense of
ensuring that micro enterprises and newly created enterprises have a chance to compete.

Best Practice Recommendation Four

Clearer Award Criteria

Suppliers need to know what exactly they are being evaluated on in the tendering process.
In several instances suppliers that participated in the training programme highlighted
frustration over a lack of clarity on award criteria. Public procurers therefore need to make
sure that on all contracts award criteria are both clear and precise. Not only is this in the
interests of suppliers, if there is confusion surrounding the award criteria, the tenders which
suppliers submit will most likely reflect this confusion and uncertainly. Public procurers

are encouraged to evaluate tender applications on a variety of criteria under the Most
Economically Advantageous Tender (MEAT) criteria and are discouraged from using the
Lowest Cost evaluation regime.

Best Practice Recommendation Five

Accessibility of Public Procurers

Identifying and communicating with public sector procurers has long been a difficultly
encountered by suppliers tendering for public sector contracts. The results from this research
show that it remains an issue for the firms that complete the tendering training programme.
To overcome this barrier experienced by suppliers, particularly suppliers relatively new to
public sector tendering, it is recommended that public sector organisations make publicly
available contact persons for supplier inquiries inside and outside of competition periods.
Furthermore, participating in or even organising ‘meet the buyer’ events are a very effective
means for public procurers to engage with the supply marketplace. Such ‘meet the buyer’
events afford suppliers of all sizes and from all sectors the opportunity to learn more about
available public sector opportunities. Moreover, pursuing this course of action would help
to de-mystify the tendering process for suppliers and afford both buyers and suppliers the
opportunity to identify areas in which they can do business together.

Best Practice Recommendation Six

Feedback

Feedback from public procurers concerning why suppliers were unsuccessful in winning a
particular contract represents a vital learning opportunity for firms. It is for this reason that
greater feedback provision on the part of public procurers is highly recommended. That a
desire for better feedback is expressed by training participant firms reinforces the need for
effective feedback mechanisms.
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Recommendations for Enterprise Departments and Agencies

Central to enhancing the capability of suppliers to compete for public sector
contracts is the provision of targeted training. The benefits of training intervention
for suppliers is evident from the results of this research on the 239 firms that
participated in a tendering training programme rolled out across Ireland and
England. On completion of this training programme 98% of participants expressed
increased confidence in their ability to tender domestically and approximately 67%
expressed increased confidence in their ability to tender for contracts overseas.

What is also of relevance for those charged with enterprise support are the training
areas identified by suppliers themselves as conducive to their chances of success

in the public procurement marketplace. Principally, suppliers would like to see
training tailored to bid preparation. This is clearly an area in which suppliers are

still struggling with and require further assistance. Notably, many of the firms that
participated in the training programme under evaluation specifically proposed
workshops in which participants practised the preparation of a simulated tender

bid — a simulated tender exercise, in other words. Relatively, suppliers also raised the
prospect of a workshop format in which case studies of successful and unsuccessful
tenders could be analysed and discussed in the presence of a professional tendering
consultant. As such the following recommendations are made.

Further training is required for suppliers new to, or active in, the public procurement
marketplace

Training should focus on the minutiae of preparing a bid and use real life tendering
scenarios, including simulated tendering exercises and case studies, to support
suppliers’ skills development in this area

Conclusion

Several recommendations are made on foot of evaluation of the characteristics,
behaviours and opinions of suppliers that participated in Are Tenders on your
Radar tendering training programme. These recommendations are practical and
actionable. Six recommendations are addressed directly to public procurers. These
recommendations range from redoubling efforts to reduce the administrative burden
for suppliers to breaking contracts into lots and making themselves more accessible
to suppliers to providing meaningful feedback to unsuccessful suppliers as a matter
of course. In addition, it is recommended to government agencies charged with
supporting enterprise, particularly small indigenous enterprise, that ongoing,
bespoke tendering training is required if progress is to be made in increasing the
participation rates of SMEs in the public procurement marketplace and raising their
chances of success.
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Summary and Conclusions

The objective of the report was to design a Best Practice Guide for public procurers

to encourage procurers to structure their procurement procedures in a manner that
facilitates increased participation by small and medium size enterprises. The suggested
best practice techniques are outlined in Chapter 4.

The recommended techniques and practices encourage Irish and UK procurers to
consider the full procurement process rather than focusing primarily on the administrative
tendering function. The Guide encourages procurers to rethink their spending behaviours
and to consider including initiatives that will increase SME competition.

Public procurers should consider integrating the suggested recommendations

fully or partially into existing or new public procurement plans. The inclusion of the
recommendations may lead to greater participation, competition and transparency in the
Irish, UK and European public markets.
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About the Enterprise Europe Network

The Enterprise Europe Network is a key instrument in the EU’s strategy to boost
growth and jobs. Bringing together close to 600 business support organisations from
more than 50 countries, the Network helps small companies seize the unparalleled
business opportunities in the EU Single Market and make the most of the European
marketplace. The EEN can help develop your business in new markets, source or
license new technologies and access EU finance and funding. Member organisations
include chambers of commerce and industry, technology centres, research institutes
and development agencies.
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Annex 1: Copy of questionnaires that were sent to companies

SME access to public procurement Programme Training Days

Name:

Company:

Email:

Date:

ABOUT YOUR COMPANY

Name:

Number of Employees:

Sector:

Year of Creation:

YOUR COMPANY & TENDERS

1) Have you ever bid for public sector contracts? Yes No
In the United Kingdom
Overseas
2) If you have already bid for public sector contracts overseas please mention the countries?
3) Have you ever won public sector contracts? Yes No
In the United Kingdom
Overseas
4) If you have already won public sector contracts overseas please mention the countries?
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5) In your opinion, what are the main barriers to bid for public sector contracts in the United Kingdom
and Europe?

Please rate them from 1 to 6 — From the most relevant to the least relevant

Lack of knowledge about tender procedures 1 2 3 4 5 6
Difficulties in obtaining information 1 2 3 4 5 6
The large size of contracts 1 2 3 4 5 6
Too short time span to prepare the proposal 1 2 3 4 5 6
Cost of preparing the proposal 1 2 3 4 5 6
Too high administrative burdens 1 2 3 4 5 6
Unclear jargon used 1 2 3 4 5 6
High qualification levels and required certification 1 2 3 4 5 6
Financial guarantees required 1 2 3 4 5 6
Discrimination against foreign tenderers 1 2 3 4 5 6
Finding collaboration partners abroad 1 2 3 4 5 6
Other (Please specify) 1 2 3 4 5 6
6) If you have already tendered overseas, have you found the process more complicated? Please explain.
7) In your opinion, how could the situation be improved for small businesses? E.g. dividing contracts into

lots; limiting financial guarantees requirements.

8) Are you aware of any measures that have been taken by public authorities to make the process more
SME-friendly? If yes, please specify.
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10)  Following this training day do you feel more confident about bidding for public sector contracts?

Yes No

In the United Kingdom

Overseas

11)  What topics would you like to be covered in the future?

ABOUT THE COURSE CONTENT/STRUCTURE
1) How would you rate the following? 1= Strongly Disagree 2= Disagree 3= Agree 4= Strongly Agree

Course Content/Structure

Course objectives were clearly stated and easy to understand 1 2 ‘ 3
Course materials were clear and easy to understand 1 2 3
Course length was appropriate for the content covered 1 3

Course Delivery

Opportunities for interaction and questions from
participants were provided 1 2 3 4
The trainers were knowledgeable about the subject area 1 2 3 4
General
The classroom was comfortable, clean and conducive to learning 1 2 ‘ 3
The course was relevant to my current role 1 2 3
Overall the course met my expectations 1 2 ‘ 3
2) What part of this course was the most useful?
3) Have you any suggestions for improving this course?
4) Any other comments/suggestions

enterprise
europe
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