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Foreword

Procurement is high on the government’s agenda. This Council also regards procurement as a strategically important activity in which we must excel if we are to provide high quality, value for money services.

The purpose of this procurement strategy is to set out a direction of travel and to co-ordinate the Council’s procurement activities to achieve Best Value.  We will consider sustainability, small and medium enterprises and local suppliers to be an important criterion of procurement activity, taking account of whole life impact and cost in determining value for money.

The Council spends a significant proportion of its annual budget on a wide range of products (used to support the regular operations of the council), services (including maintenance contracts, professional and personal services and agreements with voluntary sector partners) and works (such as highway and buildings construction). The Council and its agents obtain these through a variety of contractual arrangements, through direct service provision and by joint commissioning agreements with other public sector organisations. The scale of expenditure and strategic impact emphasises the contribution that effective and efficient procurement planning has to achieving Best Value and obtaining continuous improvement in service delivery.

There is a strong commitment at all levels to implement effective procurement planning in a way that directly supports our strategic objectives.

Our core values will guide the way procurement involves everyone and contributes to the corporate objectives.  Results will be a mixture of cash and non-cash releasing savings that can be re-invested in frontline services or to reduce any proposed increases in Council Tax. 

Each Directorate is represented on the Strategic Procurement Board and is committed to deliver the actions and milestones contained in the document and regularly to measure, review and take corrective action to ensure effective procurement throughout the Council.  

We fully commend the approach contained within this document which addresses all recommendations contained in recent reports both by The Audit Commission and other Government led reviews.

Keith R Mitchell
Cllr Keith Mitchell









Leader of the Council








Chairman - Strategic Procurement Board
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Cllr Dermot Roaf

Joanna Simons

Deputy Leader of the Council
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Executive Summary

Oxfordshire County Council regards procurement as a strategically important enabling and supporting activity.  Professional procurement expertise will provide significant support to help the Council meet its corporate objectives.

Central Government, through its Comprehensive Performance Assessment (CPA) of local authorities, believes sound procurement arrangements are a key element in the capacity of the Council to achieve its corporate objectives.  From 2005/06 CPA inspectors will directly assess local authorities performance in achieving best value.  This means that the results of future CPA inspections will, in part, depend on the effectiveness of the Council’s procurement activities.

The National Procurement Strategy for Local Government, published in October 2003, is another strong influence on the priority now given to procurement.  It highlights the potential for procurement to improve cost effective service delivery by setting timetables, targets and checkpoints for councils to use to achieve its expectations.

This procurement strategy addresses the expectations of the national strategy and appendix B details how the Council is preparing to meet these expectations.

This is the Council’s first corporate procurement strategy, with the emphasis on ‘corporate’.  It is an exciting and valuable opportunity for the Council’s Directorates to work together as a corporate body to significantly strengthen priority frontline services.

The key aim of this strategy is to achieve best value from the money the Council spends, in a way that supports corporate objectives.  To do this it will mandate a Council wide approach to:

· Using corporate contracts.

· Aggregating demand for specific goods and services.

· Collaborating, when two or more Directorates procure or consume (e.g. ICT, energy etc) the same or similar goods and services.

· Complying with procurement policies and contract procedure rules.

· Using a project / gateway review process for all procurement projects over £1 million.

· Sharing resources for the overall good of the Council and its customers.

· Using its purchasing power to stimulate innovation and competition in supply markets.

Achieving best value using its procurement capability and capacity is vitally important to the Council given its challenging financial position and its increasing dependence on external suppliers.  Its corporate procurement organisation includes:

· A Strategic Procurement Board (SPB) chaired by the Leader of Council will, on behalf of the Executive and CCMT, approve, support and measure the implementation of this procurement strategy.  In addition, and when appropriate, it will commission value for money audits for specific contracts and on under performing areas of the Council.

· A central Strategic Procurement Unit (SPU), with considerable professional expertise, to provide direction, support and guidance to Directorates and the Council as a corporate organisation.  It will be the driving force to implement this strategy providing professional advice and support to the SPB and the Council as a whole.  As the line manager of the SPU the County Procurement Manager will be the Head of the Procurement profession for the Council. The role will also be responsible for facilitating learning and development activities to increase the Council’s procurement capacity and capability.

· Directorate representatives and practitioners responsible for their contribution towards implementing this procurement strategy.

· A Project Review Panel that will review all procurement projects over £1 million at up to six pre-determined points (gateways).

The performance of cross Council procurement activity will be measured. Dynamic savings targets established (appendix A) and a range of performance management indicators selected to monitor progress.  On behalf of the SPB the SPU will develop a procurement performance management framework to measure and compel progress.

Everyone who influences and takes part in the Council’s procurement activities shares the responsibility for implementing this strategy.  This is a significant ‘culture’ change and will entail considerable changes in people’s skills, behaviour, attitude and focus.  The key changes will be:

· A shift from the current, predominately devolved, approach to procurement, to a much closer and collaborative Council wide approach

· Greater use across the Council of professional procurement expertise.

The key roles of communicating and managing the changes this strategy necessitates belong to the Strategic Procurement Board (SPB), the Project Review Panel, the SPU and each Directorate’s Procurement representative and practitioners.  The Council’s senior management teams and its Members will, through these groups, actively support the implementation of this strategy.

The Council will implement this procurement strategy in phases, becoming increasingly strategic as its procurement capability and capacity increases.  The phases are:

· 2004 / 2005 - Building procurement capability and delivering cash and non-cash savings to reduce the Council’s cost base and deliver quick wins, whilst embedding new ways of working.

· 2005 / 2006 - Delivering cash and non-cash savings from procurement activities with an emphasis on supporting Directorates to achieve their objectives.

· 2006 / 2007 - Delivering valuable strategic benefits.

Introduction

The Council regards procurement as a strategically important activity that it must become excellent at if it is to provide high quality value for money services.  Evidence of this commitment comes from the fact that the lead member for procurement is the Leader of the Council.

The purpose of this procurement strategy is to set out a strategic direction.  It will co-ordinate the actions of everybody involved in, and those who influence, the Council’s procurement activities to achieve best value.  It will ensure that there is a strong commitment, at all levels, to implement effective procurement planning in a way that directly supports the Council’s strategic objectives.

To clearly identify and communicate what procurement is; the Council has adopted the definition of procurement used in the National Procurement Strategy.  This is:

“The process of acquiring goods, works and services, covering both the acquisition from third parties and from in-house providers.  The process spans the whole life cycle from identification of need, through to the end of the useful life of an asset.  It involves option appraisal and critical “make or buy” decisions which may result in the provision of services in-house in appropriate circumstances.”

Procurement is a supporting and enabling process.  It is a means to an end, not the end itself.  It must play a major role in supporting the improvement of the services the Council provides.  Many people across the council take part in, influence, control or manage procurement activities, not just those in the Strategic Procurement Unit.  This means that everybody involved (influencers and practitioners) shares the responsibility for improving the value for money the Council gets from the money it spends on goods, services and works.

1.1 The strategic context

Procurement, or rather the results best practice procurement strategies and activities achieve, are strategically important to all public service providers.  This is because most spend more than 50% of their annual expenditure on goods and services from external suppliers.  Therefore, their ability to procure these goods and services largely determines how well end users needs will be met and how the performance of service providers’ will be judged.

There is no greater strategic imperative than procuring the right goods and services to meet end users needs at the right price, the right time and at the right quality.

1.1.1 National

Procurement is increasingly being seen by central Government as the main ingredient to providing best value services.  In the Comprehensive Performance Assessment (CPA) of local authorities sound procurement arrangements are seen as a key element in capacity, promoting the achievement of corporate objectives and improvement.  From 2005/06 CPA inspectors will judge local authorities performance in achieving more value for money.

Another strong influence on the priority now given to procurement is The National Procurement Strategy for Local Government, published in October 2003.  This is a strategy for 2003 to 2006 to take forward the recommendations in the Byatt report Delivering Better Services for Citizens.  It highlights the potential for procurement to improve cost effective service delivery.  The national strategy does this by setting timetables, targets and checkpoints for councils to use in achieving its expectations, as described in appendix B.

The introduction of Best Value reviews, best value being “the optimum combination of whole life costs and benefits to meet the customer’s needs” was an earlier stimulus to improving procurement practices.  Local authorities have a legal duty “to continuously improve the services they provide having regard to a combination of economy, efficiency and effectiveness.”  This duty imposes obligations on the Council to consult closely with service users and other parties with an interest in Council services.

In addition to this a report Releasing resources to the front line, an Independent Review of Public Sector Efficiency, was completed by Sir Peter Gershon and published in July 2004.  He identified a gross reduction of over 84,000 posts, and auditable and transparent efficiency gains of over £20 billion by 2007/08.  More than 60% of these are cash releasing.  Local authorities are expected to achieve £6.45 billion of these efficiency gains, largely through better collaborative procurement practices.

1.1.2 County Council

This procurement strategy will fit in to and support a hierarchy of strategies and be receptive to a wide range of strategic influences.  The hierarchy starts with the Oxfordshire Community Partnership Strategy that is supported by the Council’s Strategic Plan (Raising our Performance 2).  In turn the Directorates Service Strategies directly support the Council’s Strategic Plan.

This Corporate Procurement Strategy will support the Directorate’s to achieve their objectives in their Service Strategies which in turn will directly support the Council’s Strategic objectives.

The Council’s corporate aim is to “improve the quality of life in Oxfordshire” as described in its Strategic Plan.  To achieve this it has a budget of over £700m (2004/05) to spend on achieving its corporate objectives of:

· [image: image3.png]Helping people to fulfil their potential

· Protecting the Environment

· Safeguarding the Communities

· Sustaining Prosperity

· Raising its Performance

The focus of its strategic plan is to make ‘continuous improvements to the services it provides’.  This can only be done by improving the productivity of its employees and improving the way it procures from, and manages the performance of, all its suppliers’.  The Council regards procurement as a key strategic activity.  This is evidenced by the fact that the Council can only spend its budget on:

· Employees



£333.1 million (47.6%)

· Goods, services and works

£367.3 million (52.4%)

If the Council is to achieve ‘best value’ for money then it must improve the effectiveness of its procurement activities.  This is a strategic imperative given the Council’s challenging financial position and as Directorates grow more dependent on external suppliers of goods and services.

1.2 Procurement strategy aims and objectives

This strategy aims to achieve best value from the money the Council spends on goods and services.  To do this it will mandate a Council wide approach to the use of corporate contracts.  The SPU will stimulate and guide more creative and innovative approaches to procuring goods and services to contribute strongly to delivering frontline services.  This will include Directorates sharing resources for the overall good of the Council and its customers, whilst using its purchasing power to stimulate innovation and competition in supply markets.

Achieving this will entail considerable change which must be carefully managed.  This strategy provides a mix between mandating specific activities and providing a flexible and supportive decision making framework and acts as a guide to help managers make more effective procurement decisions.  It also provides an effective way for the Council to respond rapidly to external influences and pressures and to incorporate learning from its corporate experience of implementing this strategy.

The key objectives of this strategy are to:

1. Help the Council meet its corporate objectives.

2. Develop a corporate, and wider collaborative, commitment to strategic procurement to increase purchasing power and value for money, and to reduce the cost of duplicated effort.

3. Encourage a longer-term approach to procurement planning.  Thus enabling the Council to match its anticipated procurement activity with the appropriate level of resource and expertise.

4. Ensure that the Council manages risk appropriately and its procurement activities are legal, ethical, transparent and embody the Council’s core values.  This includes improving the quality of procurement governance to reduce legal, operational and reputational risk.

5. Improve the efficiency of the procure to pay process by reducing the number of purchase orders and invoices, and automating and simplifying all low value & low risk procurements.

6. Prioritise the use of professional procurement expertise on high value and high risk projects

7. Collaborate with other local public service providers and consortia (e.g. Central Buying Consortium (CBC)) and the regional Centre of Procurement Excellence to increase purchasing power and the potential of shared services

8. Develop, monitor and use a range of procurement performance measures, consistent with the Council’s Performance Management Framework, to drive the Council’s procurement performance.

Sustainable Development – Will be considered an essential factor when delivering these key objectives. This means taking account of whole life impacts and costs and developing an environmentally aware purchasing policy and sustainable procurement guidelines.  In this respect our key objectives will be to: 

· Ensure staff are aware of the importance of considering environmental issues in all purchasing decisions.

· Seek to ensure that environmental issues including ultimate disposal are considered for the whole supply chain where it is necessary to purchase goods and services and when drawing up specifications.

· Ensure our own processes for ordering, receiving, delivering and paying for goods and services are organised in a way that has least environmental impact.

· Minimise purchasing of new items when reuse or recycling can be efficiently applied.

· Where available offer a range of products through our catalogue that include environmental information to assist purchasing decisions.

· Continue to develop our environmental purchasing strategy in line with market, technological and product development and incorporate appropriate objectives into performance and business plans.

· Build into purchasing practices appropriate objectives that arise out of the corporate adoption of ISO14000, the International Standard for Environmental Management Systems.

1.3 The Current Situation

Traditionally each Directorate has managed its own procurement of goods and services.  In October 2003 a County Procurement Manager was appointed to:

· Save money through better procurement practices; and

· Develop a procurement strategy for the council.
This followed a review, in 2002, of the Council’s procurement activities by Graham Davies who concluded that the Council lacked:

· Capacity to develop a strategic corporate approach; and

· Effective management information systems to support procurement decisions.
In addition the Council’s Comprehensive Performance Assessment (CPA) said that they had a tightening budget and had recognised the importance of a robust procurement strategy to make additional savings.

The Council Procurement Manager inherited a small central procurement team focusing mainly on administrative support activities.  They awarded contracts for some common use goods and services but responsibility for using them and for all other procurement activities were devolved to the Directorates.

After reviewing the Council’s procurement activities a strategic overview and business case was produced which showed how the Council could significantly increase value for money by employing more procurement professionals.  The County Council Management Team (CCMT) approved the draft document and endorsed the establishment of a Strategic Procurement Board (SPB).

The review found that there is often confusion over who is responsible and accountable for improving the value the council gets from the money it spends.  Also in many cases people believe the Council can get better value for money.  The Council is currently:

· Buying the same or similar goods and services from different suppliers

· Developing different buyer – supplier relationships with the same supplier

· Raising too many purchase orders and processing too many invoices each month

· Inputting incorrect data into the SAP system by miscoding many invoices and using inappropriate budgets

· Not developing its procurement capability, capacity and expertise

· Not planning or prioritising future procurement projects

· Not doing strategic procurement or developing a procurement strategy and objectives for each procurement project

· Not regularly analysing spend data and sharing it to help it make critical procurement decisions and set priorities

· Not measuring how well it is performing in terms of the value for money results it is or is not achieving

The results of a purchasing portfolio analysis are detailed in appendix F to help the Council assess and decide on its priorities.

The pie charts overleaf illustrate categories of spend, type of suppliers and value bands of invoices paid based on a manual analysis and informed judgement of available information between 1 April to 4th December 2003.

This pie chart illustrates the amount, in percentage terms by summary general ledger codes, which the Council spends with external commercial suppliers.

[image: image4.png]
These are the goods and services that professional procurement techniques are more able to influence, in terms of value-for-money.  These techniques are likely to include:

· Identifying and considering alternative supply options

· Generating more competition amongst suppliers

· Researching and understanding how to influence supply markets

· Managing, monitoring and measuring supplier performance

· Increasing the efficiency of the requisition to pay process (e.g. by using e-Procurement)

This pie chart shows the type of suppliers the Council procures goods, services and works from.
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This bar chart divides into value bands 134,067 invoices paid by the Council from 1 April to 4th December 2003.
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Extracting the lowest invoice bands allows the Council to determine the nominal cost to process (est. £50) these low value invoices compared to their actual cost.

[image: image7.png]Council
Budget

]

Goods & Services «— Money is spent on —» Employees

Procurement «—— Value for Money — Productivity

I

Improved
Services




Procurement Values & Policies

These are the principles and policies that the Council will use to guide the way it makes procurement decisions.

1.4 Values

The Council’s four core values will guide the way the Council procures goods and services.  They are:

· Serving the people and communities of Oxfordshire

· Honesty and integrity

· Teamwork and cooperation

· Valuing our staff

Everyone involved in, and influencing, the Council’s procurement activities must conduct themselves in a way that reflects these values.

1.5 Policies

Policies are decision-making rules.  They constitute the framework the Council will use to consider and make all its procurement decisions and manage all its procurement activities.

1.5.1 Best Value

The Council has a legal duty to achieve best value “the optimum combination of whole-life costs and benefits to meet the customer’s requirement.”  Therefore the Council will not focus on just the lowest price but will consider the most economically advantageous balance between quality and cost.  For each procurement project, or ‘best value’ review, the Council will consider the following service delivery (“make or buy”) options:

· In-house

· Public sector consortium

· Tactical contracts (multiple)

· Non-profit-distributing organisation

· Local authority company

· Joint venture company

· Partnering contract

· Framework agreement

· Design, build, finance and operate (DBFO) & PPP/PFI

· Concession or franchise

· Closure or disposal

· Mixture of the above.

The Council will strive to operate a ‘mixed economy’ in relation to procurement with supplies, works and services provided directly, in partnership with other service providers, and contractually through external providers.  It will include professional procurement expertise in all of its Best Value Reviews and will involve its procurement professionals as early as possible in the life of the project or review.  This early involvement is the most effective way for the Council to achieve best value.

1.5.2 Risk management

The primary aim in any procurement project is to mitigate and, where possible, eliminate any current and future risks to the Council.  A guide on risk management, including risk assessment and risk control, is available within the Council to complement this strategy.

However, it is important to consider the benefits of taking a risk, especially when considering a more innovative approach to a procurement project.  These should be risks with little downside to the Council, but with significant benefits over and above their consequences.  In other words there are some risks, after careful consideration that are worth taking.

Each procurement project with a spend of less than £1 million  must have a risk register with a level of detail that reflects the overall value and risk it represents to the Council.  In addition, procurement projects that will spend over £1 million must use the Council’s project review process.  This includes a comprehensive risk management process.

Gateway® and formal project review processes

The Council will introduce a formal review and structured project approval processes for all procurement exercises with an estimated spend of £1 million or more.  This is a proven best practice approach that the Government regards as a key driver of ‘best value’.  It will also be used for projects that are thought to pose a medium or high risk to the Council.

The Government, for high value and high-risk projects, particularly recommends the formal Gateway® Review Process determined by the Office of Government and Commerce (OGC). However “branding” issues by OGC insist that such accreditation to projects must be through an independent / external review process to eliminate peer pressure.

A formal Gateway® process demands a review at up to six pre-determined key-decision making points (gateways) and has a reputation for complexity.

Further investigation and information gathering will take place in considering the introduction of the formal Gateway® practice for higher value projects (e.g. £5m+).

To kick start this good practice it is proposed to introduce a formal project review process that will vary depending on the level of risk it poses to the Council (see appendix F) and the overall estimated expenditure. An appointed Panel (see 4.1) will drive the process to ensure projects are more likely to be completed on time, within budget and meet customer needs.

A topic implementation paper will be prepared for consideration and approval by the SPB.

1.5.3 Partnering and collaboration

Collaboration

There are two types of collaboration, internal and external.  Internal is when Directorates collaborate to aggregate their needs to increase the Council’s purchasing power.  External is when the Council collaborates with other public sector service providers to achieve a significant increase in all parties purchasing power.  This collaboration can take place over a much wider range of goods, services and works.

Internal - The Council through this strategy will mandate collaboration across all the Directorates to improve the aggregation of specific goods and services.  This will increase the Council’s purchasing power through its corporate contracts and will result in better value for money.  Directorates must explore the benefits of collaborating when two or more procure or consume (e.g. ICT, energy etc) the same or similar goods and services.  Benefits will include cash savings and a reduction of the cost of procurement and on-going transactions.

External – The Council mainly via its Strategic Procurement Unit will continue its efforts to collaborate wherever and whenever the estimated benefits outweigh the additional costs of collaboration.  Specifically the SPU will collaborate with other local public service providers, Consortia (including the Central Buying Consortium (CBC)), open framework contracts (e.g. G-CAT and S-GAT from the Office of Government Commerce (OGC)) and the regional Procurement Centre of Excellence.  Collaboration in these instances may lead to, over time, a partnering relationship that results in the sharing of services, including procurement expertise.

Partnering

Partnering between buyer and supplier should only really be used as a strategy for high spend and a high-risk procurement projects described as strategic in the procurement portfolio model.  All procurement project teams wanting to adopt this strategy must receive advice from the SPU before doing so.  There may be a more appropriate type of relationship that will deliver greater benefits.

Because of the high cost (resource and expertise) of partnering, project teams must make sure the benefits outweigh the additional partnering costs and the risks.

1.5.4 [image: image8.wmf]No.

Spend Category

Spend 

Including 

Capital

Spend 

Excluding 

Capital

No. of 

Invoices

No. of 

Suppliers

2004/05

2005/06

2006/07

2007/08

2008/09

1

Advertising Total

1,280,403

1,261,511

1,932

9

80,947

84,705

84,705

84,705

84,705

2

Catering Total

2,772,678

2,752,997

28,911

33

132,339

324,339

351,101

351,101

351,101

3

Cleaning & Waste Total

10,926,702

10,913,681

3,250

19

7,673

123,768

241,349

241,349

4

Employees Total

7,444,391

6,691,369

13,578

121

81,235

346,076

435,158

435,158

435,158

5

Finance Total

1,939,608

1,929,088

181

5

24,020

48,626

48,626

48,626

6

IT Total

14,605,976

12,145,019

3,310

76

9,577

330,358

912,357

1,142,801

1,142,801

7

Office Total

3,116,151

2,634,880

7,258

59

13,192

119,212

125,654

125,654

125,654

8

Postage & Carriers Total

604,451

595,742

821

12

578

23,462

30,124

30,124

30,124

9

Professional Services Total

5,961,261

4,228,105

2,291

93

79,795

209,107

249,206

249,206

10

Stationery & Print Total

1,152,724

1,113,827

7,835

18

71,164

144,508

148,785

148,785

148,785

11

Telecoms Total

2,149,177

2,002,625

9,996

19

41,405

162,817

162,817

162,817

12

Utilities Total

1,821,739

1,485,178

1,177

12

19,029

38,522

38,522

38,522

Total - Indirect

53,775,263

47,754,024

80,540

476

Total Annual Indirect Savings

389,031

1,544,583

2,670,723

3,058,847

3,058,847

13

Care Total

32,175,465

31,151,935

19,295

194

818,225

818,225

818,225

14

Highways Total

31,231,337

28,481,059

3,806

29

673,266

899,427

899,427

15

Marketing Total

363,353

308,916

230

8

7,302

9,756

9,756

16

Miscellaneous Total

9,653,012

8,137,597

6,958

193

187,673

250,716

250,716

250,716

17

Property Total

63,546,571

21,771,593

17,955

278

510,836

682,533

682,533

18

Public Service Providers Total

698,622

698,622

746

10

19

Schools etc. Total

1,064,831

860,374

3,263

35

20

Transport Total

19,154,475

18,956,357

11,016

125

291,059

881,986

1,151,428

1,151,428

21

Travel Total

283,825

242,298

444

9

22

Vehicles & Related Equip Total

1,574,492

1,574,492

801

24

8,814

42,493

67,275

67,275

23

Voluntary Total

2,211,705

2,211,571

597

54

24

Uncategorised Suppliers Total

11,402,611

10,223,585

38,772

224,446

454,288

617,246

617,246

Total - Direct

173,360,298

124,618,400

103,883

959

Total Annual Direct Savings

711,992

3,639,112

4,496,605

4,496,605

Total Annual Indirect Savings

389,031

1,544,583

2,670,723

3,058,847

3,058,847

Total Annual Direct Savings

711,992

3,639,112

4,496,605

4,496,605

Overall Total

227,135,561

172,372,424

184,423

1,435

Overall Annual Savings

389,031

2,256,574

6,309,835

7,555,452

7,555,452

Savings

Supplier relationships

Choosing and developing the most appropriate type

of relationship with a supplier is vital if the parties

to an agreement are to realise all the

available benefits.  An effective way to decide 

the best type of relationship is to use the

 procurement portfolio model (appendix F),

The Strategic Procurement Unit will facilitate the development of performance management action plans for the Council’s top suppliers by value and risk.  Each plan will describe the existing and most appropriate relationship with action points to improve the performance of all parties.

1.5.5 Diversity and competition

The Council will encourage a diverse range of suppliers to compete for its business.  Many small and medium size organisations including ethnic minority businesses, voluntary organisations and charities, are put off from tendering because of:

· A perception of impenetrable bureaucracy and ‘unintentional’ discrimination

· Poor specifications and tender documents

· A belief that they can’t compete with larger organisations

· A perception that the council will only choose the lowest price

· Not being aware of opportunities.

To counter these views the SPU will:

· Develop and publish guides on “How to sell to the Council”

· Actively manage, influence and stimulate supply markets and, where appropriate, encouraging new suppliers to enter the markets to increase competition and reduce supply risks

· Arrange appropriate workshops for current and potential suppliers

· Make arrangements to advertise contract opportunities on the Council’s website, local media (as appropriate), Official Journal of the European Union (OJEU) and relevant trade magazines

· Operate a mixed economy of service provision with direct or indirect (via the supply chain with strategic partners) access to a diverse, competitive range of suppliers providing quality services, including small firms, social enterprises, minority businesses and voluntary and community sector groups.

· Participate in the SME procurement concordat (to be issued by the Local Government Procurement Forum).

The objective of this policy is to improve the ability of all involved in the Council’s procurement activities to actively stimulate competition in such a way as to achieve best value.  It will do this:

· Indirectly by comparing the performance of the Council to the performance of other relevant organisations (benchmarking).  This will also stimulate and encourage services provided by in-house resources to improve their performance.

· Directly by considering and assessing a range of alternative service delivery options, as described in section 3.2.1 Best Value.  Where the in-house provider is competing they will be given the opportunity to compete on equal terms with external providers.

1.5.6 Environmental and social sustainability

The Council’s procurement activities must actively support its environmental sustainability policy.  Of the twelve points, the third “Follow environmental best practice, where viable, in all activities and buildings and in the provision of services and products, and encourage contractors and suppliers to do the same” is most closely associated with procurement.

How we spend our budgets on goods and services and what we actually procure can result in significant social, economic and environmental impacts.  All our procurement activities must aim to have a positive impact in each of these areas.  Sustainability is about meeting our needs without compromising the ability of future generations to meet their needs.

When determining which service delivery option to choose the Council will consider environmental and social sustainability issues which include:

· Use best practice standards for environmental and social sustainability in all specifications

· Procure goods and services that will do or cause the least amount of damage to the environment

· When choosing a supplier consider their tender in terms of the whole life cost of the goods and services they are proposing to supply to meet the specification e.g. this should include the cost of any impact on the environment and the sustainable benefits to the community.

· Always use best value for money reasons to award contracts, not simply the lowest price.

· Good workforce management.

· Community safety.

1.5.7 Equality

Anybody taking part in, or influencing, procurement activity must do so in such a way that they actively support the Council’s rights based approach to equality.  It states that, “the Council shall develop practices that promote the right for everyone to participate in all aspects of life, by promoting initiatives that remove barriers to participation and by actively promoting equality and social inclusion.”

More specifically for procurement it says “As a partner, influencer and enabler, the Council shall:

· Highlight the needs and requirements of people facing discrimination

· Take a strategic lead in challenging discriminatory policies and practices

· Enter into agreements and partnerships that actively promote equality and social inclusion”.

The Council is committed to ensuring that all its suppliers practice equal opportunities, they are clear about the Council’s position on equality and are aware of the requirements placed upon them to adhere to the same policy.

Organisations that want to provide services on behalf of the Council must be able to demonstrate that they take all reasonably practicable steps to allow equal access and equal treatment in employment and service delivery for all.  If they can’t or don’t do this then the Council and individuals may be liable to legal action.  Following the Council’s Comprehensive Equality Policy is a contractual issue.

1.5.8 Health and safety

The Council has a range of legal obligations that it must comply with.  Amongst these the two that apply most directly to the Council’s procurement activities state that it shall be the duty of every employee while at work to:

· Take reasonable care for the health and safety of themselves and of other persons who may be affected by their acts or omissions at work.

· Cooperate with their employer so far as is necessary to enable any duties or requirements imposed upon the employer to be carried out.

Organisations that want to provide services on behalf of or directly to the Council must be able to demonstrate that they comply with, and have a history of complying with, health and safety best practice.  They must also be clear about the Council’s position on health and safety and be aware of the requirements placed upon them to adhere to the same policy.

1.5.9 Treating staff fairly

The Council will use the Government’s Code of Practice when it transfers employees to a private or voluntary sector partner as part of a contract to provide any local public services.

The intention is to stop ‘two-tier’ workforces appearing.  New employees will be offered terms and conditions which are, overall, no less favourable than those of transferred employees.  The Council will ask suppliers to confirm their obligations to protect the terms and conditions of Council employees transferring to their employment.  Obligations might include the right to ongoing access to the Local Government Pension Scheme (LGPS) or to an alternative good quality occupational pension scheme.

There is a strong connection between the delivery of high quality and an open and transparent approach to workforce issues.  Issues that each procurement project must consider, include:

· Early analysis of workplace information

· Early, wide ranging and open staff consultation (includes trades unions)

· Assessing if Transfer of Undertakings (and Protection of Employment - TUPE) regulations 1981 apply as either a:

· Transfer of staff from the Council

· Secondary transfer of staff between suppliers

· Transfer of staff back to the Council

· Sharing all workforce information to potential bidders

· Sharing all workforce information from tenderers with affected employees

1.5.10 Procurement governance, including ethics and fraud

It is the duty of everybody involved in, or influencing, the Council’s procurement activities to behave in a professional, fair, efficient and honest way.  This includes following the Council’s rules on accepting gifts and hospitality, treating all suppliers equally, reporting any conflicts of interest and any breaches of procurement rules.

All procurement decisions will be made on the basis of best value for money at the time the decision needs to be made and for no other reason.  Each decision should be made using robust procurement practices, which include a thorough evaluation of service needs and supply markets.  This will be done in such a way as to comply with the Council’s Constitution e.g. financial regulations, contract procurement rules and schemes of delegation.

Procurement governance includes meeting the needs of the:

· Wider legislative framework of the EU Procurement Directives and UK Procurement law (inc wider issues e.g. Public Law and Competition Act);

· Procurement Manual and Contract Standing Orders

· Aims and objectives of the Procurement Strategy

· Risk Management Policy

· Constitution

· Strategic Procurement Board

· Project review process

· Freedom of Information Act

1.5.11 Contract register

It is the responsibility of the Directorates to provide all relevant contract data and information to the SPU to enable them to keep the contract register up to date.

Corporate Procurement Organisation & Structure

The Council is developing a corporate procurement organisation around the principle of a Centrally Led Action Network.  This is where a central strategic department, with considerable professional expertise, provides direction, support and guidance to a range of operational practitioner teams.

In principle, any person involved in the Council’s procurement activities is part of its procurement organisation.  For the purpose of this strategy, and the need to focus limited resources, the procurement organisation will include anybody who spends more than 50% of their time doing and / or influencing procurement activities.

1.6 Corporate procurement structure

[image: image9.emf]Premises

5%

Indirect Employee 

Expenses

1%

Employees

3%

Agency & 

Contracted Staff

41%

Transport Related

9%

Supplies & 

Services

41%


As with all organisational structures shown as boxes 

and lines the actual day-to-day interactions and 

communications are much more complex and difficult

to represent.  The right hand  ‘structure’ represents the

more formal communication and reporting lines.

Strategic Procurement Board (SPB)
The purpose of the Strategic Procurement Board is to 

strengthen the Council’s procurement and corporate 

governance.  Chaired by the Leader of Council, on behalf 

of the Executive and CCMT, it will approve and support the

implementation of this procurement strategy.  Every quarter

it will meet to monitor and measure the performance of the

Council’s procurement organisation in meeting the Council’s 

procurement objectives and performance targets.  When

appropriate it will commission value for money audits for

specific contracts and areas for potential procurement review

within the Council.  Appendix G has details on the SPBs terms

of reference and board members.

Project Review Panel

This review panel will manage the Council’s project review process (section 3.2.3).  Each member will be independent of the projects they review and, where appropriate, will include external advisors.  The panel and the review process will be co-ordinated by a Principal Procurement Manager who will report via the County Procurement Manager to the SPB, where appropriate. The Panel will be a forerunner to any Gateway® review process.

Each panel member will be asked to serve for a minimum of one year and to take part in a training workshop before they start to review projects.
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Strategic Procurement Unit (SPU)

The SPU is the Council’s central strategic procurement

expertise, providing advice and support to everyone

involved in procuring goods and services on behalf of

the Council.  Led by the County Procurement Manager

it will develop and support the implementation plan to

achieve the objectives of this strategy.

Directorate Procurement Representatives

Each Directorate will appoint a representative to co-ordinate

their Directorates procurement activities so that they actively

support the implementation of this strategy.  They will be accountable to the Strategic Procurement Board, to present their active contribution to the implementation of this strategy and improving corporate procurement performance.

Directorate Procurement Practitioners

Practitioners are people who spend more than 50% of their time doing or influencing procurement activities.  Their Directorate Procurement Representatives will co-ordinate their contribution to implementing this strategy.

Best Practice Groups

The SPU will set up and facilitate a range of best practice procurement groups to focus on specific content and process issues.  Each group will have their own terms of reference that will include a timetable and detail the specific outcomes expected.

For example, this is likely to include a group to concentrate on analysing and understanding the supply market for social care services (content) and another to develop a more generic process on how to analyse supply markets (process).

1.7 Working relationships

Ultimately the Chief Executive is responsible for the performance of the Council’s procurement activities including their impact on corporate governance and best value. Much of this responsibility is delegated to the Directors and the new post of County Procurement Manager.

1.7.1 Strategic Procurement Unit (SPU) and Directorates

The best description of this relationship is as a ‘collaborative partnership’ with the SPU aiming to balance its approach to meet the Council’s corporate needs and the Directorates specific needs.  To do this as fairly and effectively as possible it has categorised all the goods and services the Council procures as indirect or direct (see appendix C – Spend Categories).

· In-direct goods and services are those that indirectly support the services the Council provides.  They are an overhead.  Aggregating the demand for them and standardising specifications across the Council will result in significant value for money benefits.

· Direct goods and services are those that are used to directly support and provide frontline customer facing services.  In general they are higher in value and represent the greatest risk to the Council.

When procuring the above the Council will adopt a best practice procurement approach.  This approach will give budget holders the flexibility to procure the amount of in-direct goods and services they need using value for money corporate contracts.  The Council will mandate that all indirect goods and services must be bought using ‘corporate’ contracts, except when the County Procurement Manager agrees otherwise.

When two or more Directorates procure or consume (e.g. ICT, energy etc) the same, or similar, indirect or direct goods and services the County Procurement Manager will determine, depending on value and risk, the procurement project lead and process. Where one Directorate procures direct goods and services that are unique to that Directorate the SPU will provide advice and support as needed.  For all procurement projects with an estimated total contractual cost of more than £1 million it is mandatory to follow the Council’s project review process.

1.7.2 Council and external partners

The Council is committed to supporting and actively developing collaborative and partnering relationships that will achieve value for the parties involved.  In most cases, from a procurement perspective, it is likely that the Council will have largest need in terms of cost.  Where appropriate the Council will use its need for goods and services to benefit its partners, and itself, by significantly increasing the combined purchasing power of all parties.

The Council will not intentionally use its purchasing power to dominate or adversely direct any collaborative or partnering initiatives.  It will ensure that the allocation or responsibilities and benefits are fair and reasonable in the context of other demands on time and resource.

1.7.3 Council and end users / user groups

To continuously improve the quality and reduce the cost of providing services the Council will regularly engage with its customers (users of the services it provides) to listen to their views.  Where appropriate the Council will ask end users to take part in relevant procurement projects and to provide insightful feedback about its own performance and that of its suppliers. This will involve end users in measuring, monitoring and managing suppliers’ performance. 

1.8 Leadership, Responsibility & Accountability

Everybody procuring goods and services on behalf of the Council is responsible and accountable for actively implementing this strategy to achieve better value for money.  More specifically:

· The County Procurement Manager as the line manager of the SPU, and as Head of the Procurement profession for the Council, is responsible and accountable for:

· Initiating, leading, awarding, communicating and managing value for money corporate (often framework) contracts for indirect goods and services.

· Leading or guiding procurement projects for goods and services obtained or consumed (e.g. ICT, energy etc) by two or more Directorates.

· Providing procurement expertise and guidance on qualified procurement projects considered medium or high risk and / or with a contractual estimated spend of over £1 million.

· Facilitating access to, and encouraging participation in, relevant and practical procurement training and skills activities.

· Monitoring and auditing the Council’s procurement performance including establishing targets and performance indicators.

· Leading the re-engineering of procure to pay processes in connection with the introduction of e-procurement.

· Consolidating and interpreting Directorates procurement plans to determine the Strategic Procurement Units (SPU) priorities and resource needs.

· The Directors in-conjunction with their Directorate Procurement Representatives are responsible and accountable for Directorates:

· Buying in-direct goods and services using corporate contracts awarded by the SPU

· Using the project review process for all procurement projects with an estimated contractual spend of over £1 million, or where there is a medium or high risk to the Council

· Developing three year procurement plans as part of the annual budget process and submitting them to the SPU.

· Taking part in relevant learning activities to improve procurement skills and performance

· Providing information to the SPB to help make better procurement decisions, especially in the first six to eight months of its existence

· Inputting accurate information into the SAP (financial computer software) system

· Communicating and co-ordinating relevant procurement activities and information sharing

· Actively supporting the implementation and taking part in the implementation of this strategy

1.9 Developing procurement expertise

It is vital for the Council to continuously improve its procurement expertise and capability.  This means improving the skills of individuals and monitoring their improved performance and contribution.

The County Procurement Manager, as Head of Profession, is responsible for identifying the development needs and providing access to procurement learning activities for:

· Members, Directors and Senior Managers

· People who spend more than 50% of their time doing or influencing procurement activities

· People not in the first two groups who spend some of their time doing or influencing procurement activities

· Current and potential suppliers including small firms, social enterprises, minority businesses and voluntary and community sector groups

They will develop a programme of learning activities, including training workshops, based on the results of a development needs analysis.

Procurement Results

Procurement is a means to an end, with the end being the achievement of corporate objectives.  Therefore, results from the Council’s procurement activities must provide a strong contribution towards achieving these objectives.  They are, from a national perspective, efficiency savings of 2.5% of annual budget and from a County perspective they are to:
· Help people to fulfil their potential

· Protect the Environment

· Safeguard the Communities

· Sustain Prosperity

· Raise its Performance

The Council’s overall aim is to make ‘continuous improvements to the services it provides’.  It only has two ways to do this, they are to improve its:

· Productivity – the performance of employees

· Procurement – the way it procures goods and services.

The two are inextricably linked and therefore it is difficult to separate out the contribution the Council should expect specifically from its procurement activities.

The Council’s procurement activities will make the best contribution towards its corporate objectives when its:

“procurement expertise can directly, or indirectly, influence what is procured, how it is procured, how much it costs and from whom it is procured.”

Therefore, the more it develops its procurement expertise and the more access this expertise has to influence procurement decisions and activities the greater the contribution to its corporate objectives.

1.10 Efficiency savings

The Council defines efficiency savings as:

“relating to all changes that enable the organisation to do more with the same level of resources or less.”

To meet its efficiency savings targets the Council needs to make cash releasing savings.  There are only two ways to achieve these targets and they are to:

· Deliver the same or better services with less people – increase productivity

· Reduce the cost of bought in goods and services – improve procurement.

Efficiency savings are both cash and non-cash releasing and include:

· Cash releasing – saving cash that can be used for another purpose

· Productivity – increasing productivity, taking less time or using less resource to achieve the same or a better result than before.  Cash releasing productivity savings are only made if there is a reduction in the number of people employed by the Council.

· Cost avoidance - avoiding an anticipated or unanticipated cost increase does not release cash but it does stop the Council spending more cash than anticipated

· Adding value – adding value to end users of the goods and services at no extra cost or where the additional value outweighs any additional cost.

The Council has set, as a contribution towards meeting its efficiency savings target, budget reduction targets in its Medium Term Financial Plan (MTFP) of £3m in 2004/05, £5m in 2005/06, £5m in 2006/07 and £5m in 2007/08.  Procurement savings of £100,000 in 2004/05 and £300,000 in 2005/06 have already been included in these targets.  However, whilst developing this procurement strategy the SPU has identified significantly more savings that could be made, as shown in appendix A – Dynamic Savings Forecast.

This estimate is dynamic and will change over time as market conditions fluctuate, the Council’s procurement capability increases, demand for services alters, service specifications change etc.  The savings being forecast also reflect the timing of the recruitment of procurement professionals to set up the SPU.

1.10.1 eProcurement

eProcurement is the term used for managing a procure to pay process electronically.  The Council does not have a current eProcurement system and does not have an eProcurement Strategy.  In part this is due to the priority given to the current revitalisation of its SAP system.  Therefore, as part of and in support of the implementation of this procurement strategy the SPU will, in-conjunction with its internal partners, develop an eProcurement business case and strategy.

There are many options open to the Council including expanding the use of its own SAP system, a system hosted by a third party, procurement cards and suppliers own websites.  They allow the Council to:

· Send pre-qualification and invitation to tender documents electronically and receive quotations and tenders in the same way

· Set up and run electronic auctions

· Order goods and services over the Internet, often from electronic catalogues

· Access eMarketplaces, which often have all the above features plus they allow greater collaboration though the use of shared catalogues

· Introduce payment by procurement cards for purchase orders under £2,000.

eProcurement is a proven approach to:

· Significantly increasing process efficiency and accuracy, especially where there is a lot of low value purchase orders and invoices

· Controlling the Council’s supplier database

· Maximising the Council’s purchasing power by automatically aggregating demand, often achieving significant efficiency savings

· Introducing standard specifications across the whole Council

· Improving the accuracy of purchase order and invoice coding to provide better spend data to help make better procurement decisions

· Helping the Council achieve its eGovernment target of having the capability of delivering relevant services electronically by 2005.

1.11 Links to core values

The results the Council will achieve from its procurement activities will support, and are supported by, its core values.

· Serving the people and communities of Oxfordshire – by achieving better value for money through its procurement activities the Council can maintain and, where a priority, provide better services to its customers.

· Honesty and integrity – vital to corporate governance and more specifically procurement especially when interacting with and choosing suppliers.

· Teamwork and cooperation – this is the only way the Council will achieve the value for money it has the potential to achieve.  By maximising its purchasing power (cooperation) and using it wisely (teamwork – e.g. end users, Directorates and the SPU) it will make significant efficiency savings.

· Valuing our staff – procurement learning and development activities coupled with procurement activities that result in improved working environments will support staff to fulfil their potential.

1.12 Links to corporate objectives

The results of the Council’s procurement activities will contribute significantly to its corporate objectives.  Results will be a mix of cash and non-cash releasing savings (see 5.1 Efficiency Savings).  The Council can re-invest these savings to improve frontline services, or to reduce any proposed increases in Council Tax.  Therefore, by implication the results of its procurement activities will contribute towards achieving all the Council’s corporate objectives.  More specific links between procurement results and the Council’s corporate objectives are described below.

1.12.1 Help people to fulfil their potential

· Developing peoples procurement skills and knowledge

· Indirectly and directly influencing the quality and value for money of goods and services procured by, and for use in, schools, especially refurbishing school buildings to create a better learning environment

· Re-investing cash savings in social care and learning and development activities, especially for older or disabled people and children

· Increasing the awareness of local organisations including small firms, social enterprises, minority businesses and voluntary and community sector groups of the opportunities to do business with the Council.  This includes providing a ‘how to sell to the Council’ guide and awareness training to help them to help themselves by improving their ability to compete.

1.12.2 Protect the Environment

· Procuring environmentally friendly goods and services (including recycled goods to close the loop from collection to re-use) to support the Council’s environmental sustainability policy.

· Influencing suppliers and potential to adopt environmentally friendly working and procurement practices.

· Re-engineering the procure to pay process to reduce its impact on the environment, for example reducing the amount of paper it uses.

1.12.3 Safeguard the Communities

· Re-investing cash savings in goods and services that contribute towards increasing the safety of communities, including:

· Better protection for children at risk

· Reducing the impact of flooding

· Improving the safety of roads

· Increasing the safety of buildings and urban environments

1.12.4 Sustain Prosperity

· Developing the capability of local organisations to do business with the Council by increasing their awareness of the opportunities to do business with it.  This includes providing a ‘how to sell to the Council’ guide and awareness training to help them to help themselves by improving their ability to compete.  This will help through:

· Local organisations employing a local workforce, particularly where people are at an economic and social disadvantage.

· Stimulating demand to sustain and create employment.

· Forming new local organisations, especially when new supply markets are needed.

· The option for suppliers to provide wider local community benefits, including opportunities to use local labour, provide training and links to other regeneration activities.

· Re-investing cash savings to provide:

· The option of reducing future increases in Council tax

· More broadband connections for Council offices and local organisations (including small firms, social enterprises, minority businesses and voluntary and community sector groups) especially in rural areas

· Better roads and public transport

1.12.5 Raise its Performance

· To achieve the results it wants from its procurement activities the Council will have to significantly improve its procurement capability and increase its professional capacity.

· Establishing best practice procurement groups to concentrate on specific content or process topics to improve the Council’s and its partners procurement performance.

· Improving its ability to choose when to collaborate, partner or share the delivery of services to further increase the results it can achieve. 

· Re-engineering the procure to pay process to increase effectiveness and efficiency.

1.13 Procurement performance measures & targets

The SPU will regularly monitor and measure the performance of the Council’s procurement activities and the results they achieve.  They will develop a procurement performance management framework to report progress quarterly and annually to the Strategic Procurement Board and CCMT.

Appendix E details the range and type of performance measures and targets available to the Council.  The aim of them is to change the behaviour of those that are involved in procurement activities.  The Council as a whole must focus more on collaborating to achieve corporate, not just Directorate, benefits from its procurement activities.

In addition the Council will measure progress against the dynamic savings estimate in appendix A.  This includes the forecast efficiency savings from reducing the number of procure to pay transactions.  Overall this will allow the SPB to monitor the contribution of the Council’s procurement activities towards its overall efficiency savings targets (section 4.1).

More subjectively the Council will measure its procurement performance, reporting it to the SPB, by evaluating its progress against the:

· Expectations of the National Procurement Strategy.

· Recommendations made, as part of its Comprehensive Performance Assessment (CPA) inspections.

· Views of the Council’s peers, suppliers and stakeholders with regard to its procurement performance.

· Performance of it peers in both the public and private sectors by benchmarking specific areas.

· The performance expected from an IDeA fitness check.

· Implementation of this strategy.

Implementing the Strategy

Everyone involved in or who influences the Council’s procurement activities is responsible for implementing this strategy.  However, the key roles of communicating and managing the changes it necessitates, belong to the SPB, the Project Review Panel, the SPU and the Directorates Procurement representatives and practitioners.

The implementation of this strategy is in itself a change management project.  The key changes being:

· Significant increase in internal and external collaboration

· Greater use, in all areas of the Council, of professional procurement expertise.

A series of topic specific implementation papers, introduced and supported by the SPB, will support the implementation of this strategy.  That is they will explain, in more detail, how the Council will achieve its strategic procurement objectives.

1.14 Change management

Implementing this strategy will entail considerable changes in people’s skills, behaviour, attitude and focus.  This is the Council’s first corporate procurement strategy, with the emphasis on ‘corporate’.  It is an exciting and valuable opportunity for the Council’s Directorates to work together as a corporate body.  Collectively they have an opportunity to improve the value for money the Council gets to significantly strengthen frontline services.

In general the greater the collaboration, internally and externally, the more value for money the Council can achieve.  This is a significant ‘culture’ change from the current predominately devolved approach to procurement to a much closer and more collaborative approach.

To help make these changes successfully the Council will implement this procurement strategy in phases becoming increasingly strategic as its procurement capability and capacity increases.  Its senior management teams and its Members will, explicitly and implicitly, support the implementation of this strategy.  They will do this through the Strategic Procurement Board, Project Review Panel, Strategic Procurement Unit, Directorate Procurement Representatives and in their everyday working environment.

The broad phases of implementation

The broad phases the Council will go through to implement its procurement strategy and embed a culture of collaboration and procurement professionalism are:

· 2004 / 2005 - Building procurement capability and delivering cash and non-cash savings.  This will reduce the Council’s cost base and deliver quick wins whilst embedding new ways of working. Including:

· Communicating this strategy and its implications

· Developing topic specific implementation papers

· Prioritising resource and implementing the strategy

· Developing the Council’s procurement organisation

· Marketing the importance of procurement and the use of professional procurement expertise

· Making quick win savings from setting up corporate contracts for in-direct goods and services and the re-negotiation of existing contracts where savings are possible

· Taking part in all Best Value Reviews

· Developing a council wide procurement performance management framework, including performance action plans for the Council’s top suppliers

· Developing an e-procurement strategy including e-auctions

· Developing a 3 year training plan

· Strengthening the current procurement support available via the Council’s Intranet i.e. keyword searches, corporate contract register, current corporate contracts and procurement guidance etc.

· 2005 / 2006 - Delivering cash and non-cash savings from procurement activities with an emphasis on supporting Directorates to achieve their objectives, by:

· Having an IDeA fitness check

· Reviewing and communicating progress against this procurement strategy which includes progress against the National Procurement Strategy

· Continuing to set up or use existing corporate contracts to make savings

· Continuing to re-negotiate existing contracts

· Doing value for money audits on existing high value and high risk contracts

· Introduce a formal review process for projects of more than £1 million

· Taking part in all Best Value Reviews

· Implementing the e-procurement strategy, including purchasing cards for low value goods and services

· Implementing the 3 year training plan

· Further developing the procurement part of the Council’s website

· Exploring shared services with interested parties

· Using the performance framework to drive continuous improvement

· 2006 / 2007 - Delivering valuable strategic benefits, by:

· Reviewing and communicating progress against the procurement strategy

· Revising this strategy and developing a new 3 year strategy in light of current performance, circumstances and priorities

· Continuing to make savings using corporate contracts and re-negotiating existing contracts

· Refining the formal review process for projects of more than £1 million

· Taking part in all Best Value Reviews

· Continuing to implement the 3 year training plan

· Using the performance framework to drive continuous improvement

· Prioritising support on contracts with a total cost of more than £1 million

· Continuing to do value for money audits on existing high value & high risk contracts

1.15 Implementation risks

The risks to the successful implementation of this strategy which may stop the Council meeting its objectives and achieving the forecast results, are:

· Little or no support from members, directors and senior managers

· No or little support from others within directorates

· Not enough procurement capacity and expertise – the possibility that OCC is not able to attract good quality professionals or develop the people it already employs

· Poor data on which to make valuable procurement decisions

· Full employment and high house prices

· Not meeting the National Procurement Strategy’s performance expectations.

A risk register discussing these risks in more detail is included in appendix D.  All parties responsible for supporting the implementation of this strategy must work to mitigate and negate these risks.

Appendix A – Dynamic Savings Forecast

This dynamic savings forecast model is a flexible tool designed to allow the Council to incorporate changes that will impact on the savings they aim to achieve.  It enables the Council to take into account changes in the competitiveness of supply markets, specifications, demand etc.

Currently the model uses spend categories linked directly to suppliers rather than to general ledger (GL) codes.  This will change and spend categories will be linked to GL codes as the Council improves the accuracy of its spend data.

These savings are cash releasing savings and do not include potential productivity gains from reducing the number of transactions, or managing low value transactions in a more efficient way.
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Savings the Council will make include:

· Cash savings** – that can then be used for another purpose, this includes:

· Negotiating to vary the terms of existing contracts

· Post-tender negotiation for new contracts

· Altering specifications

· Consolidating the procurement of indirect and some direct goods and services to increase the council’s purchasing power, by buying the same, or a greater, overall volume from fewer suppliers than before

· Supply markets changing, e.g. from a sellers market to a buyers market

· Productivity – increasing productivity, taking less time or using less resource to achieve the same or a better result than before, includes:

· Reducing the number of purchase orders the Council raises

· Reducing the number of invoices suppliers send

· Paying all invoices by BACS

· Managing fewer suppliers, managing performance, continuously improving suppliers and the council’s performance, e.g. goods delivered on time

· Reducing the time spent managing the procurement process, especially the tender process (attracting, selecting and awarding a contract to a supplier).

· Goods and services being bought improve productivity

Cash releasing productivity savings are only made if there is a reduction in the number of people employed by the Council.

· Cost avoidance - avoiding an anticipated or unanticipated cost increase does not release cash but it does stop the Council spending more cash than anticipated.  This includes:

· Negotiating with suppliers to vary an existing contract to avoid all or part of unexpected / unplanned / not budgeted for cost increases

· Helping directorates reduce unexpected budget overspends by using the techniques described above, in the cash releasing section

· Post-tender negotiation to help directorates reduce a tendered price

· Managing supply risk

· Transferring more commercial risk to suppliers

· Adding value – adding value to end users of the goods and services at no extra cost or where the additional value outweighs any additional cost.  This includes:

· Negotiating with a supplier:

· To vary an existing contract, to include additional goods and services at no extra cost

· To include additional goods and services in a new contract at no extra cost, that is the cost is no more than budgeted for, before the additions

· To supply better quality goods and services at no extra cost that deliver more value (benefits) to end users

· To supply better quality goods and services for an additional cost where the extra cost is out weighted by the additional value the end users get.

· Value from taking a more sustainable approach

· Value from equality and diversity

** Cash releasing and non-cash releasing savings will be defined as part of the process for drawing up the annual efficiency savings (AES) in due course and could potentially include savings from any of the four headings above.

Non-cash releasing savings from invoice processing productivity improvements

These are the forecast productivity improvements the Council estimates it can make by reducing the number of invoices it receives and has to pay.
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Appendix B - National Procurement Strategy

Themes

· Procurement matters – internal education and raising awareness of procurement and why it is important

· Cultural shift – improving performance and creating a performance culture for procurement

· Providing leadership and building capacity – developing a clear vision, goal and strategy

· Partnering and collaboration – increasing inter-organisation and external collaboration and partnering

· Doing business electronically – MIS and e-procurement and marketplace

· Stimulating markets and achieving community benefits – developing knowledge and competency and understanding the wider social and economic regeneration

Progress expected

By 2004

1. Corporate procurement strategy developed, owned by chief executives, members and senior officers

2. Strategy's implementation regularly measured

3. Approach to partnering in construction and service delivery set out

4. Approach to collaboration and new trading powers set out

5. Appraisal of service delivery models included in Best Value reviews

6. Staff consulted on employment issues in procurement processes and contracts

7. 2003 Act and 03/2003 Circular built into processes and contracts

8. Publish a Selling to the Council guide (website)

9. Ensure corporate procurement strategy is addressing sustainability and equality issues, helps to achieve the community plan and involves the voluntary sector

10. Conclude a compact with the local voluntary and community sectors

By 2005

1. Health checks against National Strategy (single tiers and county councils)

2. Centres of Excellence involved (districts and upper tiers)

3. Average time from OJEU notice to contract award reduced by 10%

4. Smaller districts collaborating with others for shared services

5. All councils co-operating regionally via networks of centres of excellence

6. Appropriate e-Procurement solution implemented

7. Using government procurement card /equivalent for low value purchases

8. Progress being measured

9. Relationship of procurement to community plan addressed

10. Workforce diversity, equality and sustainability issues addressed

11. Diverse and competitive supply market encouraged

12. Sustainability built into procurement strategy, processes and contracts

13. Concordat for SMEs and voluntary sector compact concluded

14. Information Memorandum to prospective bidders included in processes

15. Invitation to bidders to demonstrate effective use of supply chain included

16. Give bidders option to specify benefits under community plan

By 2006

1. Health checks against National Strategy (districts)

2. Average time from OJEU notice to contract award reduced by 25%

3. Accessing an appropriate e-Marketplace

4. Have you ensured that procurement helps to achieve the council’s strategic goals?

5. Apply for Beacon Council status?

6. Consider the vision for procurement – are you achieving savings and cost benefits and procuring jointly with others in innovative ways?

7. Show evidence of service improvement and efficiency gains resulting from better procurement

1.15.1 The objective is that by 2006 all councils will be:

· Delivering significantly better quality public services that meet the needs of all local citizens through sustainable partnerships they have forged with a range of public, private, social enterprise and voluntary sector organisations

· Confidently operating a mixed economy of service provision with ready access to a diverse competitive range of suppliers providing quality services including small firms, social enterprises, minority businesses and voluntary and community sector groups

· Achieving continuous improvement from all categories of procurement expenditure, by putting in place an appropriate procurement strategy and the necessary resources for implementation

· Obtaining greater value for money by collaborating with partners at local, regional, national and European levels

· Realising economic, social and environmental benefits for their communities through their procurement activities

· Demonstrating improvement in equality and opportunity for businesses, service users and council staff

· Stimulating markets and using their buying power creatively to drive innovation in the design, construction and delivery of services.

OCC Progress against recommendations

No.
National Procurement Strategy

Recommendation
OCC Action

1
Demonstrate political leadership of procurement.

· The strategic importance of procurement should be reflected in an executive portfolio - creating a member “procurement champion”.
Councillor Keith Mitchell (Leader of the Council) is the lead member for procurement.



2
Demonstrate managerial leadership of procurement.

· It is vital that the chief executive is committed to a strategic approach to procurement.

· Corporate management teams should include a chief officer champion for procurement to ensure that procurement is seen as a strategic, rather than a narrowly based, technical issue.
John Jackson (Director for Resources) with the Chief Executive’s backing leads in the Council.



3
Implement a corporate procurement strategy.

· Councils should define the contribution procurement is to make to strategic objectives, including improving services, driving up efficiency and sustainable development and community plan objectives.

· Councils will need to analyse procurement spend, map the procurement portfolio, develop appropriate procurement policies, including option

· Appraisal (the “make or buy” decision), identify roles and responsibilities, adopt a business plan and monitor its implementation using strategic performance indicators.
This is the procurement strategy the Council will implement.



4
Establish a centre of expertise in procurement and project management.

· Single tier and county councils should establish a corporate procurement team, led by the professional head of the procurement function, to stand alongside finance, performance management, legal, human resources and other strategic functions.

· This should act as a focal point for procurement expertise within the council and for suppliers wishing to do business with the council.

· Smaller councils will need to consider other options for creating a focal point and co-ordinating procurement across the council.

· These include creating shared services for procurement with other councils, partnering or linking to regional centres of excellence for procurement.
Section 4 Corporate procurement organisation and structure



5
Carry out a skills audit and implement a training and development programme.

· The Skills Framework for Procurement Projects, developed by EO, IDeA and 4ps, enables councils to establish whether members and officers have the skills needed for major procurement projects.  A further guide Preparing to Procure a Major Project provides a further checklist for project teams to enable them to assess their readiness to embark on each stage of the procurement process and how to address any skills shortfalls. A parallel Skills Framework for the Procurement Function identifies the skills required for staff at the operational end of procurement and contract management.
Section 4.4 – Developing procurement expertise.



6
Review and redesign procurement processes.

· Councils should map the procurement process for major projects and the order-to-pay process for ordering goods, establish transaction costs, and redesign processes to minimise the number of steps, cycle time and costs.


The Gateway review process implementation paper will include the procurement process to use.  The eProcurement strategy will include re-engineering the procure to pay process. 5.1.1



7
Review and revise procurement procedures. 

· Councils should encourage questioning and review and revise their written procedures for procurement and contract management, including contract standing orders and financial regulations, to ensure they incorporate legal obligations (particularly EC public procurement regulations), provide an adequate set of internal controls and embody best practices.

· Procedures should be easily accessible on the corporate intranet.
Established process with annual reviews.

Accessible through corporate web site.

Section 4.4 Developing procurement expertise.



8
Maintain transparency.

· Transparency requirements include:

· Publishing a procurement plan (5 year forward programme of key procurement projects)

· Notifying contract award criteria in advance

· Keeping a corporate contracts register

· Publishing a Selling to the Council guide on a website

· Publishing prior information and contract award notices

· Making statistical returns as required under the EC public procurement regulations.
Section 4.3 Leadership, responsibility & accountability

Section 3.2 Policies.



9
Audit compliance.

· Councils need to have systems in place to ensure that there is compliance with mandatory procurement policies and procedures, including legal obligations (EC public procurement regulations and other UK legislation).
Planned implementation by Head of Legal services 2005.

Section 5.4

Procurement performance measures & targets



10
Ensure early involvement.

· Councils should include early involvement of the procurement function in Best Value and other strategic reviews, early involvement of client and contract managers and legal, finance, human resources and other advisors in procurement projects, early involvement of staff and their representatives in Best Value and other strategic reviews and procurement processes involving staff transfers and early involvement of suppliers and their supply chains.
Section 3.2 Policies



11
Make best use of buying power.

· Councils should set up framework agreements and other corporate contracts to obtain volume discounts.
· Councils should also work together in procurement consortia where this helps to achieve better value for money and improved quality of services.
Section 3.2.4 Partnering and collaboration



12
Implement an appropriate e-Procurement solution.

· Chapter 5 describes how councils can assess the business case for e-Procurement solutions, ranging from procurement cards to e-Marketplaces, and implement an e-Procurement strategy.
Section 5.1.1 eProcurement



13
Manage major procurements as projects and introduce gateway reviews.

· The core principles of project management should be applied. 

· Programme management will be required where there is a portfolio of procurement projects (e.g. in ICT or construction). Independent gateway reviews make an important contribution to the successful outcome of projects. They are a means of controlling risks and assuring quality.
Section 3.2.3 Gateway review process



14
Manage contracts and supplier relationships.

· Do not “let and forget”. Plan well ahead for contract management. Managing relationships with suppliers is as important as monitoring performance and controlling the contract.  As discussed in Chapter 4, this is particularly important in partnering arrangements. 

· Chapter 6 flags the importance of understanding the supplier’s perspective.
Section 3.2.5 Supplier relationships



15
Measure performance of the procurement function.

· Under Best Value it is important not only to monitor the performance of:

· Suppliers

· The council’s procurement function in terms of delivery of the corporate procurement strategy and day-to-day management of the procurement process. 

· Evaluation also needs to ensure compliance with EC public procurement regulations.
Section 5.4 Procurement performance measures and targets



16
Carry out a challenging option appraisal.

· Best Value Reviews and similar strategic reviews should always include a robust and challenging appraisal of service delivery models following the approach set out in the SPT’s Rethinking Service Delivery guidance.
Section 3.2.1 Best value



17
Examine partnering models.

· Where partnering is the appropriate route, a number of service delivery models may be considered. The preferred model should be identified in a business case before procurement commences.


Section 3.2.1 Best value

Section 3.2.4 Partnering and collaboration



18
Consider uses of the new trading powers.

· Councils in the top three CPA categories can establish companies for the purposes of trading under the Local Government Act 2003. These companies can be a means by which stronger performing councils can jointly develop solutions for councils that are performing less well. Service delivery models based on the new powers can also be a means of accessing wider markets.
TBA



19
Examine opportunities for collaborative procurement of partnerships.

· Joint approaches should always be examined. See Rethinking Service Delivery for guidance on the governance of joint projects.
Section 3.2.4 Partnering and collaboration



20
Build continuous improvement into contracts.

· Structure incentives for continuous improvement into contracts, including linking payment for performance against key performance indicators.
Section 3.2.5

Supplier relationships



21
Follow best practice in the partnership procurement process.

· Partnership procurement processes should follow the step-by-step guidance to best practice set out in Rethinking Service Delivery and the service-specific guidance contained in the 4ps procurement packs.
Section 3.2.4 Partnering and collaboration



22
Adopt a structured approach to project and risk management.

· Councils should adopt an approach to procurement management based on the core principles of effective project management, including:

· A project board

· A dedicated project manager

· Applying risk management techniques to projects and programmes.


Section 3.2.3 Gateway review process.  Section 3.2.2 Risk management.  Section 3.2.4 Partnering and collaboration



23
Implement a gateway review process.

· Councils should adopt the Gateway Review process for all medium and high-risk projects. Guidance is available in the 4ps Gateway Workbooks.
Section 3.2.3 Gateway review process



24
Streamline procurement processes.

· Councils should seek to reduce the total time and cost to procure partnerships by streamlining the process, eliminating unnecessary red tape and reducing dependency on external advisors. In particular they should seek to reduce the time from OJEU notice to contract award.
Section 5.1.1 eProcurement



25
Manage relationships as well as the contract.

· Rethinking Service Delivery contains important guidance on the building and management of relationships with suppliers, which is a vital ingredient to the successful delivery of services within the framework of a partnership.
3.2.5 Supplier relationships



26
Procure and commission jointly.

· Joint commissioning in the health and social care sectors is now well established and is improving cost effectiveness and capacity in that sector. However, the benefits of joint commissioning and joint procurement of services is less well developed in other sectors, as is collaboration on the procurement of construction projects.
Section 3.2.4 Partnering and collaboration



27
Create shared services.

· The creation of shared services (including shared procurement resources) is a form of public-public partnership that should be explored in particular where smaller councils have relatively less capacity to deal with procurement in a corporate way.
Section 2.2 Procurement strategy aims and objectives



28
Make best use of purchasing consortia. 

· Councils should make intelligent use of framework agreements and contracts put in place by local authority purchasing consortia and other public bodies, such as the Office of Government Commerce (OGC), where these offer best value for money.
Section 3.2.4 Partnering and collaboration



29
Open framework agreements.

· Make sure that the framework agreements and contracts you let are open for use by all in the locality or region that might benefit from them, including other councils and public sector partners (health, police etc). Include appropriate wording in OJEU notices and tender/contract documentation.
Section 3.2.4 Partnering and collaboration



30
Use e-Marketplaces.

· As discussed in Chapter 5, e-Marketplaces have an important role to play in making framework agreements and contracts more widely accessible across local government, particularly to those smaller councils that lack procurement expertise.
Section 5.1.1 eProcurement



31
Develop an e-Procurement Strategy.

· An e-Procurement Strategy needs to be more than simply about transactions, although these are the drivers for a successful outcome. e-Procurement has enormous potential to improve the performance of councils’ procurement functions and to save them money.

· An e-Procurement Strategy should address the following points 32 to 
Section 5.1.1 eProcurement



32
Build a business case for e-Procurement.

· It is essential that a strong business case is developed prior to the sourcing and implementation of an e-Procurement solution. The business case must cover:

· The level of investment available to implement a solution

· The level of risk associated with procuring and implementing a solution

· The starting point for the council in terms of their level of maturity with regard to their approach to procurement.

· The council’s capacity to implement solutions

· How the implementation of e-Procurement fits with the overall objectives of the council.

· In addition to this, the business case should also highlight the benefits that e-Procurement will bring.
Section 5.1.1 eProcurement



33
Work with suppliers to promote adoption.

· The key element in successful local government take up of e-Procurement is the supplier community. From large suppliers to small, all will be embracing new ways of working, these include:

· Receiving orders via email, fax and web

· Processing quotes, tenders and auctions electronically

· Supplying electronic catalogues

· Integrating their websites with council (e-Marketplaces)

· Electronic billing

· Automating accounts.

· Supplier adoption can be complex and demanding. The end goal should be to eliminate paper based information and the associated costs, material, time and postage. A case study council is currently aiming to replace 250,000 postal orders each year with electronic orders.  Small firms must be considered when implementing any solution. There are distinct advantages to small firms doing business electronically with councils, but small firms may be slower to adapt to technical innovation.  Councils must consider methods, such as those outlined in the next chapter, for ensuring that their small firm suppliers can do business with them electronically.
Section 5.1.1 eProcurement



34
Implement the solution that is right for your council.

· Councils vary in size and spend profiles. Due to the vastly complex range of goods and services procured within a council, spend decisions may be centralised for common goods and services, devolved throughout service departments of the council for sector specific goods and services, or be a mixture of both.

· Councils will also have other drivers, which will influence procurement, such as corporate policies and service targets, approaches to support local business through economic development and more specific procurement policies such as those relating to sustainable procurement, the use of PFI/PPP and procurement spend or savings targets.

· The challenge is to make the process of procuring goods and services consistent, wherever procurement decisions are made within the council. This is not only appropriate to the departments within the council, but may also be applicable to the council’s neighbours, consortium partners, schools and colleges.

· Larger councils should look to adopt solutions like e-Marketplaces that can also support their smaller neighbours. This includes awarding framework agreements and contracts that are open to use by all potential users of the e-Marketplace or system

· The following diagram outlines the process and elements you should address when implementing e-Procurement.

· Implementation - business process re-engineering

· Change management programme

· Integration strategy

· Communication (internal and external)

· Training

· Supplier adoption - supplier strategy

· Supplier enablement programme

· Supplier communication

· e-Content strategy

· ‘Selling to the Council’ guide on website

· Sourcing the appropriate solution - detailed requirement spec

· Draft tender

· Match spec to potential vendors

· Tender

· Preparing for e-procurement - procurement strategy

· Outline requirement

· Spend analysis

· Supplier analysis

· ‘Procure to Pay’ process review

· Business case
Section 5.1.1 eProcurement



35
Use procurement cards appropriately.

· A procurement card is a tool to purchase low value, low risk goods and services efficiently and cost effectively.  Procurement cards may be provided at no cost to the council. The benefits of a properly administered procurement card include:

· Prompt payment is improved

· Reduction in ordering time and simplified process

· Faster delivery

· Better information

· One monthly statement to verify instead of multiple invoices to check

· One payment to the bank instead of multiple payments to many suppliers

· Staff freed from processing tasks can focus on more important work

· Reduced paperwork means lower environmental impact.

· Proper internal controls need to accompany the introduction of procurement cards, including financial limits. A supplier adoption strategy is also required to promote local acceptance as widely as possible.
Section 5.1.1 eProcurement



36
Publish a ‘Selling to the Council’ guide.

· Councils should publish guidance on their website for suppliers on how to do business with the council, together with details of forthcoming bidding opportunities and contact details for each contract.

· Councils should have policies in place for choosing publications in which to advertise to encourage greater diversity and competition. Provision of an information and publicity service, including use of printed material, posters, and development of the council’s website is an effective way of communicating with the diverse population living and working in an area.
Section 3.2.6 Diversity and competition



37
Market the council to suppliers.

· Increasingly suppliers pick and choose where they bid. Councils need to:

· Understand how suppliers view them (including supplier surveys and pre-procurement market sounding)

· Market the council to suppliers proactively.
Section 3.2.6 Diversity and competition



38
Promote a diverse and competitive market.

· Councils should develop diverse and competitive sources of supply, including procurement from small firms, ethnic minority businesses, social enterprises and voluntary and community organisations.
Section 3.2.6 Diversity and competition



39
Develop a local compact with the voluntary and community sector.

· This should include protocols for grant funding and contracts.
Section 3.2.6

Diversity and competition



40
Sign up to a “concordat” for small and medium sized enterprises in the community.

· The Steering Group of the Local Government Procurement Forum has agreed to take forward the development of an SME-friendly procurement concordat, with input from the Small Business Service, an executive agency of the DTI. The Forum will agree the terms of the Concordat and encourage councils to sign up.
Section 3.2.6

Diversity and competition



41
Develop supply chain partnerships.

· Councils should work with strategic partners to establish the contribution that small firms, ethnic minority businesses, social enterprise and voluntary and community sector suppliers can play in the supply chain. This should continue to feature as part of contract management.
Section 3.2.6 Diversity and competition



42
Develop suppliers.

· The market will not always be able to respond to the council’s requirements. The council may need to encourage existing suppliers to enter a new market (e.g. by encouraging consortium bids) or develop new suppliers (e.g. by working with the voluntary or community sector). Sometimes there will be a need to attract suppliers from abroad.
Section 3.2.6 Diversity and competition



43
Use buying power to stimulate innovation.

· This would include creating markets for recycled materials and better designed learning resources for schools.  It would also encompass promoting better designed urban spaces and public buildings through procurement.


Section 2.2 Procurement strategy aims and objectives

Section 3.2.7 Environment and social sustainability



44
Adopt whole life costs and benefits as your contract award criteria.

· Procurement strategies and contract standing orders should establish “the optimum combination of whole life costs and benefits to meet the customer’s requirement” as the best value contract award criteria.
Section 3.2.1 Best value



45
Consult staff and build employment considerations into procurement processes and contracts, where relevant to contract.

· This includes compliance with the 2003 Act (TUPE, pensions), ODPM circular 03/2003 and the associated code of practice.
Section 3.2.10 Ensuring that staff are treated fairly by the procurement process



46
Implement sustainable design and sustainable procurement strategies and build sustainability into procurement processes and contracts, where relevant to contract.

· Sustainability in design (buildings, infrastructure, urban, green spaces, products) and procurement should be addressed in risk-based strategies that complement the corporate procurement strategy and the community plan.

· Include environmental requirements in the user needs and specification at the earliest stages of the procurement process.
3.2.7 Environment and social sustainability



47
Build diversity and equality considerations into procurement processes and contracts, where relevant to contract.

· The guidance offered by the CRE in Race Equality and Procurement in Local Government provides a model for all diversity and equality issues even though the statutory basis is not the same.
Section 3.2.8 Equality

Section 3.2.6 Diversity and competition



48
Invite proposals for the delivery of community benefits.

· Councils should invite bidders for partnerships to include in their offers optional, priced proposals relating to the delivery of specified community benefits (economic, social and environmental) that are relevant to the contract and that add value to the council’s community plan.  This might include employment, training and enterprise opportunities in the locality and local multiplier effects. 

· Impacts upon voluntary sector partners and the sustainability and equality issues of the area may also be factored into priced proposals where relevant to the contract.
Section 5.3.4 Sustain prosperity



49
Build choice into the procurement process

· So that consumers of public services are increasingly given the options about how and from whom a service is provided such as from a voluntary sector or social enterprise supplier.
Section 4.2.3 Council and end users / user groups



Appendix C – Spend Categories

Indirect spend categories

1
Advertising
Advertising



2
Catering
Catering Contractors

Catering Supplies

3
Cleaning & Waste
Cleaning Supplies

Cleaning Contractors

Pest Control

Refuse & Waste

Laundry

4
Employees
Conference Facilities

Recruitment Agencies

Temporary Staff

Training

Removal & Relocation

5
Financial
Bank Charges

Cash Collection

Insurance

Leasing

6
IT
IT Supplies

IT Contractors

IT Hardware

IT Maintenance

IT Outsourcing

IT Software

Networks

Website & Internet

7
Office
Books

Newspapers & Publications

Office Furniture

Office Equipment

Photocopying

Storage

Subscriptions

8
Postage & Carriers
Carriers

Post Equipment

Postage

9
Professional Services
Audit Fees

Legal Fees

Consultancy Fees

10
Stationery & Print
Paper

Print

Stationery

11
Telecoms
Landline

Mobile Phones

Telecoms Equipment

12
Utilities
Electricity

Gas

Water & Sewerage

Oil

Direct spend categories

13
Care
Home Care - Adult

Residential Care - Adult

Children

Landlords

Accommodation

Therapy

14
Highways
Maintenance

Lighting

15
Marketing
Design

Publicity

Research

16
Miscellaneous
Miscellaneous

17
Property
Building Supplies

Building Contractors

Building Maintenance

Doors & Windows

Electrical Supplies

Electrical Contractors

Fencing

Fire & Security

Kitchens & Bathrooms

Fixtures & Fittings

Flooring

Grounds Maintenance

Heating & Ventilation

Lifts

Temporary Accommodation

Rent & Rates

Roofing & Cladding

Management Charges

Signs

18
Public Service Providers
Councils

Fire Service

19
Schools etc.
Equipment & Supplies

Grants

Toys

20
Transport


Buses & Taxis

Trains

21
Travel
Expenses

22
Vehicles & Related Equip
Vehicle Maintenance

Vehicle Purchases

Fuel

Equipment Hire

Vehicle Hire

23
Voluntary
Voluntary

Appendix D – Risk Register

All the risks identified are those that pose a threat to the successful implementation of this procurement strategy.


Risk
Impact
Probability
Risk Manager/s
Mitigating Actions

1
Little or no support from members, directors and senior managers
· Not achieving forecast cash and non-cash savings from procuring in-direct goods and services and/or not achieving them as quickly as is practically possible

· Reduces the ability of the council to achieve its corporate objectives

· Professional procurement expertise is not used to help make strategic service delivery and procurement decisions


Medium – there is the potential for this audience to forget the importance of procurement, especially if the Council’s challenging financial position worsens.
TBA
· Regular communication on the importance of procurement and their parts in implementing this strategy

· Measure each directorates contribution to corporate procurement performance

· Include procurement performance in relevant peoples’ performance appraisals

· Link performance rewards to their contribution to corporate procurement performance

2
Little or no support from others within directorates
· Not achieving forecast cash and non-cash savings from procuring in-direct goods and services and/or not achieving them as quickly as is practically possible

· Reduces the ability of the council to achieve its corporate objectives


High – there is a danger of this audience not working collaboratively to achieve the best corporate result rather than the best result for their Directorate.
TBA
· Measure each directorates contribution to corporate procurement performance

· Regular communication on the importance of procurement and their parts in implementing this strategy

· Include procurement performance in relevant peoples’ performance appraisals

· Link performance rewards to their contribution to corporate procurement performance



3
Not enough strategic and operational procurement capacity and/or expertise
· Not achieving forecast cash and non-cash savings from procuring in-direct goods and services and/or not achieving them as quickly as is practically possible

· Not able to meet the expectations of the directorates in terms of providing strategic and operational procurement advice and support

· Not able to put value for money corporate contracts in place quickly enough

· Reduces the ability of the council to achieve its corporate objectives

· Greater use of specialists, interims and consultants


High - there is a lack of good quality procurement professionals due to the increase in the number of procurement jobs and this is pushing salaries higher.  This may mean that OCC, at least initially, has to use more interims or consultants to implement this strategy.

Learning and development programmes are the most likely to be stopped in challenging financial situations.


TBA
· Develop and implement a 3 year learning and development plan to increase the Council’s procurement capability and capacity



4
Poor data on spend and procurement transactions (raising purchase orders and paying invoices) from the SAP system
· Poor procurement decisions leading to less value for money

· In-efficient and in-effective prioritisation of procurement projects and activities

· OCC won’t know who spends its money, what they spend it on and who they spend it with or if they are getting good value for money or not


High – this is currently a problem as many people miscode invoices to use up other unrelated, to the goods and services they have bought, budgets instead of transferring money from one budget heading to another.


TBA
· Improve the guidance available to help people:

· Code purchase orders and invoices more accurately

· Transfer money between budgets in an efficient way

· Measure the Council’s performance in this area



5
Full employment & high house prices
· More difficult & costly to employ procurement professionals than other regions

· Less competition amongst local suppliers for OCCs business

· Less importance attached to the quality and reliability of supply from local suppliers

· Less likely that the best local suppliers will want to do business with OCC


High – Local suppliers, in these circumstances are more likely to favour customers they can make higher profits from.  If there is plenty of business to go around what incentive is there for them to compete for it?


TBA
· Demonstrate the unique benefits of doing business with the Council in literature and workshops

· Hold awareness training workshops for local organisations

6
Not meeting the performance expectations, especially efficiency savings targets and the expectations detailed in the National Procurement Strategy
· Damage to the council’s and its strategic procurement unit’s reputation

· Possible intervention or offers of ‘support’ that cannot be refused by government agencies


Medium – other performance expectations may be more important to Directorates, especially with the current lack of procurement performance appraisals.
TBA
· Include procurement performance in relevant peoples’ performance appraisals

· Link performance rewards to their contribution to corporate procurement performance

· Provide comprehensive support and advice via the Council’s SPU

Appendix E – Performance Measures & Targets

No.
Measure
Person Responsible for Performance
Data Capture
2004/05 Target
2005/06 Target
2006/07 Target
Supporting Action

1
The reduction in the average time from OJEU notice to contract award

Quarterly

10%
25%
Arrange value for money corporate contracts and communicate them to directorates

2
% of 2004/05 in-direct budgets that the council spends with suppliers who have corporate contracts to supply in-direct goods and services

Monthly





3
% of 2004/05 in-direct budgets that each directorate spends with suppliers who have corporate contracts to supply in-direct goods and services

Monthly





4
% of in-direct spend categories with a corporate contract using 2003/04 as a baseline

Monthly





5
% of in-direct corporate contract suppliers that are satisfied or very satisfied with the council’s performance as a customer

Annually





6
% of the council’s direct suppliers that are satisfied or very satisfied with the council’s performance as a customer

Annually





7
% of internal clients that are satisfied or very satisfied with the SPUs performance

Annually





8
% of purchase orders the council places electronically using 2003/04 as a baseline

Quarterly





9
% of purchase orders each directorate places electronically out of the total it places using 2003/04 as a baseline

Quarterly





10
% reduction in the number of invoices the council processes using 2003/04 as a baseline

Quarterly
5%
10%
10%


11
% reduction in the number of invoices each directorate processes using 2003/04 as a baseline

Quarterly
5%
10%
10%


12
% reduction in the number of low value (less than £50) invoices the council processes using 2003/04 as a baseline

Quarterly





13
% reduction in the number of low value (less than £50) invoices each directorate processes using 2003/04 as a baseline

Quarterly






% of low value (less than £50) invoices the council places using eProcurement








% of low value (less than £50) invoices each directorate places using eProcurement







14
Cash savings the council has made on in direct goods and services using 2003/04 as a baseline

Monthly





15
Cash savings each directorate has made on in direct goods and services using 2003/04 as a baseline

Monthly





16
Cash savings the council has made on direct goods and services after direct support from the SPU using 2003/04 as a baseline

Monthly





17
Cash savings each directorate has made on direct goods and services after direct support from the SPU using 2003/04 as a baseline

Monthly





18
% of invoices the council pays using BACs or CHAPS using 2003/04 as a baseline

Quarterly





19
Efficiency savings the council has made on in-direct goods and services using 2003/04 as a baseline

Quarterly





20
Efficiency savings each directorate has made on in-direct goods and services using 2003/04 as a baseline

Quarterly





21
Efficiency savings the council has made on direct goods and services using 2003/04 as a baseline

Quarterly





22
Efficiency savings each directorate has made on direct goods and services using 2003/04 as a baseline

Quarterly





23
% of the council’s total spend that is spent with local suppliers using 2003/04 as a baseline

Quarterly





24
% of each directorates total spend that is spent with local suppliers using 2003/04 as a baseline

Quarterly





25
% of in direct spend categories with two or less suppliers using 2003/04 as a baseline

Quarterly





26
% reduction in the number of purchase orders placed by the council using 2003/04 as a baseline

Quarterly





27
% reduction in the number of purchase orders placed by directorates using 2003/04 as a baseline

Quarterly





28
Annual cash savings the council has made on all goods and services after direct support from the SPU using 2003/04 as a baseline

Monthly
£0.53 million
£1.6 million
£4.26 million


Appendix F – Purchasing Portfolio Analysis

Bottleneck

High risk / Low value
£ m

Strategic

High risk / High value
£ m

Financial
1.9

Care
31.2

Marketing
0.3

Highways
28.5

Voluntary
2.2

Property
21.8




Transport
19.0




Cleaning & Waste
10.9




















4.4


111.4

Routine

Low risk / Low value
£ m

Leverage

Low risk / High value
£ m

Stationery & Print
1.1

Catering
2.8

Office
2.6

Professional Services
4.2

Postage & Carriers
0.6

IT
12.1

Advertising
1.3

Telecoms
2.0

Vehicles & Related Equipment
1.6

Utilities
1.5

Travel
0.2

Employees
6.7

Schools etc.
0.9




Public Service Providers
0.7





9.0


29.3

More detail on the above spend categories are available in appendix C – Spend

categories.  The above is for revenue spend only and excludes:

· Schools purchasing

· Uncategorised suppliers with a spend of less than £10,000 a year, which are

approximately £10.2m

· Miscellaneous - £8.1

· Strategic (High risk / High value) – goods and services critical to the performance

of frontline services.  Long term collaborative or partnering approach, should

always involve procurement professionals.

· Bottleneck (High risk / Low value) – generally limited sources of supply, with

the risk of significant disruption if supply is interrupted or stopped.

· Leverage (Low risk / High value) – common use goods and services with, in

general, many sources of supply and minimal costs to switch suppliers.  Suitable

for corporate (framework) contracts of about two to three years.

· Routine (Low risk / Low value) – again common use goods and services with, in

general many suppliers and minimal costs to switch supply.  However, the 

difference to leverage is often many low value invoices, and therefore the

imperative is to minimise transaction costs and as well as aggregating demand

for corporate (framework) contracts.

Appendix G – Strategic Procurement Board
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Reference Groups


Best Value & Audit Committee


Efficiency Savings Steering Group


SAP Board / Centre of Excellence


OCC scrutiny review / 4Ps / IDeA


Other local authorities


Other public sector service providers


Selected private sector organisations





Terms of Reference


Meet every quarter


Act on behalf of the Executive and CCMT


Approve the corporate procurement strategy


Support and monitor its implementation


Approve procurement performance targets


Monitor & measure corporate procurement performance


Commission value for money audits as appropriate





Purpose


To strengthen the Council’s procurement and corporate governance.











Strategic Procurement Board			Board Members





Chairperson:					Councillor K. Mitchell


Member nominee:				Councillor M. Godden (Best Value & Audit Committee)


County Procurement Manager:			Paul Edlin (Interim)


CCMT Champion:				John Jackson, Director of Resources


S&HC Representative:				Simon Kearey


E&E Representative:				Paul Gerrish


L&C Representative:				Robert Capstick


CS Representative:				Mike Smyth


Resources Representative:			Sue Scane
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