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Cabinet Office

Guidance and Best Practice on how to set SME spend
targets and annual publication of results

Introduction

This guidance supports Procurement Policy Note 001 and sets out how In-scope
organisations should set targets for direct spend with SMEs and publish annual progress
against it.

FAQs can be found in Annex B

Setting a target for direct spend with SMEs

Departments should set a target for direct spend with SMEs to be achieved in the financial
year ending 31 March 2028. Departments can voluntarily set targets for, and report on, their
indirect spend with SMEs. However, targets for direct and indirect spend with SMEs must be
split out for ease of comparison across Government.

This is not a target for the average annual direct spend with SMEs over the three year
period. Departments may wish to also set annual targets for each of the three years within
departmental SME action plans to demonstrate their planned trajectory.

All targets for direct spend with SMEs (and indirect spend with SMEs if applicable) must be
signed off by the department’s relevant Minister who should write to the Parliamentary
Secretary at the Cabinet Office confirming their target by 31 May 2025. Cabinet Office will
collate all direct SME spend targets and publish centrally.

Prior to ministerial sign off, each Commercial Director must present their target for direct
spend with SMEs and SME action plans to the SME Crown Representative who will provide
challenge and scrutiny to ensure the proposed targets are ambitious and stretching.

There may be exceptional circumstances such as machinery of government changes and
major infrastructure changes where an existing target for direct spend with SMEs should be
reconsidered. Any changes to a target must be approved by the relevant departmental
Minister and published (along with the rationale).

Annual publication of direct spend with SMEs

Departments are required to publish annual progress against their direct spend with SMEs
target (and indirect spend with SMEs if applicable). Annual publication should be no later
than the end of the second quarter of each financial year (i.e. by 30 September). Progress
against the target should be monitored by the departmental board and included in the
department’s annual report.

Annual progress of spend with SMEs should be signed off by the relevant departmental
Minister prior to publication. See Annex A for a template of metrics for publication.

Where executive agencies and NDPBs have procurement spend over £100m per annum,
their direct spend with SMEs must also be published.

The intention is for all targets for direct spend with SMEs and the annual publication of direct
spend with SMEs to be published on the Central Digital Platform for ease of comparison.
Whilst this functionality is being developed, all targets for direct spend with SMEs should be
sent to the Cabinet Office who will collate and publish centrally.
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Indirect spend reporting process

Cabinet Office will continue to annually collect Strategic Supplier! indirect spend with SMEs
through one central survey and will share with all departments, regardless of whether they
have set a target for indirect spend with SMEs. Any Strategic Supplier spend relating to
departments will be provided to departments annually in the third quarter of each financial
year.

Those departments who opt to set a target for indirect spend with SMEs, in addition to the
Strategic Supplier data above, may also choose to conduct their own additional annual
survey of non-strategic suppliers to capture a broader range of their own departmental
indirect spend with SMEs.

Departments may use and publish Strategic Supplier and/or non-strategic supplier data but
no individual supplier should be identifiable through any use of this data (including
publication of summary information).

Where indirect spend with SMEs is published, this should be split out separately from direct
spend with SMEs for ease of comparison across departments.

SME Action Plans

SME Action Plans should be updated annually alongside the publication of your SME spend
figures and should reflect any new actions required for the following 12 months to achieve
your target. These plans should include your latest approved spend with SMEs, along with
your signed off departmental targets for spend with SMEs.

Departmental SME action plans should set out the rationale for any increases or decreases
in spend with SMEs and actions underway to open up their contracts to SMEs.

' https://www.gov.uk/government/publications/strategic-suppliers
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Annex A: Template of metrics required for publication of
annual spend with SMEs data

Direct Spend with SMEs FYXX/XX
e Department Target for Direct Spend with SMEs [%)]
e Total Procurement Spend for the Department [£]
e Total Direct Spend with SMEs [£]

e Percentage of Direct Spend with SMEs [%] (Total Direct Spend with SMEs + Total
Procurement Spend x 100)

In addition, if any executive agencies and NDPBs have a Total Procurement Spend greater
than £100m per annum please provide for each EA / NDPB

e Total Procurement Spend [£]
e Total Direct Spend with SMEs [£]
e Percentage of Direct Spend with SMEs [%]
Indirect Spend with SMEs FYXX/XX (where applicable)
e Department Target for Indirect Spend with SMEs [%]
e Total Procurement Spend [£]
e Total Indirect Spend with SMEs [£]

e Percentage of Indirect Spend with SMEs [%] (Total Indirect Spend with SMEs + Total
Procurement Spend x 100)



Annex B: FAQs

What do departments need to publish and by when?

By 31 May 2025, government departments should have set a target for direct spend with
SMEs covering the three years (1 April 2025 to 31 March 2028) and submitted these to the
Parliamentary Secretary at the Cabinet Office. Cabinet Office will collate and publish all
departmental targets for direct spend with SMEs centrally.

From then on, departments should publish their progress against their target for direct spend
with SMEs annually by the end of Q2 (30 September) for the previous financial year. This is
allowing up to 6 months for departments to collate and sign off direct spend figures. For
example:

e By 30 September 2026 for FY25/26
e By 30 September 2027 for FY26/27
e By 30 September 2028 for FY27/28

Where indirect spend with SMEs is to be published, this should be split out separately for

ease of comparison. Cabinet Office will continue to capture Strategic Supplier indirect spend
with SMEs and share with all central Government Departments. See template in Annex A for
departments to use to ensure that there is a consistent approach in how the data is reported.

What about Government Executive Agencies (EAs) and Non-Departmental
Public Bodies (NDPBs)?

To aid transparency and visibility of the breakdown of SME spend, departments must set out
the direct spend with SMEs (£) and percentage of direct spend with SMEs of their EAs and
NDPBs where the individual total annual procurement spend is in excess of £100m per
annum (mandatory). For their remaining EAs and NDPBs, departments are encouraged to
set this out where possible although this is voluntary.

Does this target and publication include indirect spend with SMEs or is
this direct spend with SMEs only?

Departments may opt to set and publish their target for indirect spend with SMEs, however,
this should be split out (both in the target itself and on annual publication) to support
transparency and ease comparison across departments.

Are we expected to meet the direct spend with SMEs target in each of the
three years or by the end of the 3rd year?

This target should be stretching and something the department aims for by the end of the
three years (i.e. target set for your financial year 2027/28 direct spend with SMEs).
Departments may wish to identify individual annual targets for each of the 3 years within
their SME action plan to demonstrate the trajectory, however as a minimum, departments
should have one headline figure to be achieved by the end of the three years.

What if we exceed our target earlier than March 20287

The setting of the original target for direct spend with SMEs should be stretching and
ambitious (these will need to be signed off by your departmental Minister). In the event that
departments exceed the original target early (i.e. by FY25/26 or FY26/27), this does not
remove the need to achieve the target for direct spend with SMEs during financial year
2027/28. Any narratives to explain increases / decreases should be set out in the
departmental SME Action Plan.



Where should departments publish their target for direct spend with
SMEs?

Whilst functionality for publication is being developed on the Central Digital Platform, all
signed off targets should be sent to the Cabinet Office
smallbusinessteam@cabinetoffice.gov.uk for collation and publication in one place on
GOV.UK. In addition, departments can publish their targets in their own departmental SME
Action Plan once this has been signed off by their departmental Minister and submitted to
the Parliamentary Secretary at the Cabinet Office.

What is the role of the Parliamentary Secretary at the Cabinet Office in
reviewing departmental targets?

The Parliamentary Secretary at the Cabinet Office has overall responsibility for this policy
area. Their role will be to provide oversight and scrutiny on Government targets for spend
with SMEs to ensure they are stretching and ambitious.

When are departments expected to publish direct spend with SMEs
results?

Departments should publish their annual progress no later than 6 months following the end
of the previous financial year. All departmental progress should be published in your SME
Action Plan (and on the Central Digital Platform when available) by 30 September for the
previous financial years direct spend with SMEs. This will give departments up to 6 months
to allow for internal systems to be updated by individual business units, figures collated by
commercial teams and internal sign off. We strongly recommend that all departments
regularly monitor their spend with SMEs throughout the year to avoid significant work at the
end of the financial year.

What is the mechanism and who is responsible for publishing the data?
Can data be updated easily?
Departments are responsible for publishing their own direct spend with SMEs. Initially this

should be achieved by including the data SME Action Plans. The functionality for this data to
be entered onto the Central Digital Platform is being explored.

What happens if departments publish progress later than 30 September?

This is a departmental responsibility and if the deadline is missed, the department will need
to justify or explain any delay. Departments are given 6 months to allow time for internal
systems to be updated and any spend with SMEs data validation to take place.

How often should departmental SME Action Plans be published?

These should be updated annually and should reflect any new actions required for the
following 12 months to achieve the target. These plans should include the latest approved
spend with SMEs.
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How is the Government ensuring that departmental targets for spend with
SMEs are ambitious?

Departments are responsible for setting their own targets for spend with SMEs and these
must be signed off by departmental Ministers, who will hold them to account on their
progress. Furthermore, these will be submitted to the Parliamentary Secretary at the Cabinet

Office who will provide oversight of all departmental targets for spend with SMEs prior to
publication.

In addition, annual publication of performance will drive greater transparency and scrutiny of
how individual departments are performing.

If we don’t set a target for indirect spend with SMEs, can we still publish
the indirect spend with SMEs from Government’s strategic suppliers
relating to our department?

Yes, departments can publish any indirect spend with SMEs in their departmental SME
Action Plans.

Who signs off the targets if our department does not have a relevant
Minister?

Non-Ministerial departments will have a nominated parent department or government
Minister who should sign off the three year target.





