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Foreword by the Leader of the Council, Councillor David Berry and Depute Leader of the Council Stuart Currie
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This Council has limited resources and we need to direct these resources wisely in order to achieve Best Value for the people of East Lothian. We have to:

· Reduce our usage and consumption or resources wherever possible – do we really need it?

· Re-use where possible

· Re-think – what is the best way to deliver that service? What alternatives are there to the way we are currently doing things? Is our specification right? Can our specification be simplified and shared? Could we collaborate?

· Re-Choose – conduct options appraisals and be courageous in the informed choices we make

Economic development is important for East Lothian and Scotland’s future and we are delighted that 25% of our 3rd party expenditure is already with small & medium sized enterprises (SMEs) and want to see that grow. We have signed up to the Supplier Charter and we are taking further steps to encourage Council business with local suppliers and SMEs, whilst ensuring we maintain compliance with the European Directives and supporting the drive for national economic development.

Getting more value from public money through better procurement is an important part of serving the people of East Lothian. To make this work we all have to work together in a cohesive way. We need to be heading in the same direction, working to similar standards and all aiming for the Council’s goals. Agreeing our new Corporate Procurement Strategy is one step in this process.

Councillor David Berry

Leader of the Council

Councillor Stuart Currie

Depute Leader of the Council
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1. Procurement Priorities for the next 3 years

The Council’s core procurement objectives over the next 3 years are:

1. To provide a value for money procurement service that delivers financial savings 

2. To provide a quality service which delivers quality outcomes

3. To procure goods, services and works in a lawful and ethical manner which encourages participation, collaboration & sustainable economic growth

The Council’s key improvement processes in order to achieve these deliverables will be:

· To increase the %age of contracted third party expenditure / total third party expenditure through

· Purchasing from national contracts (Category A & B)

· Increased use of framework agreements across the Council

· Increased compliance with the Corporate Procurement Procedures

· To improve the governance and quality of procurement activities by addressing the skills & competencies of Approved Procurement Officers and restricting procurement activities to only Authorised Procurement Officers

· To implement improved Contract Management procedures to ensure that we get the best from our contracted suppliers, providers and contractors post-award.

· To optimise the benefit to the Council by continuing to increase our use of technology 
The Scottish Government’s Best Practice Indicators launched in June 2008 will measure our performance in relation to these core deliverables and processes.

	This strategy aims to:

· Ensure that there is a consistent corporate approach

· Communicate our medium term plan

· Provide direction & leadership

· Assist with achieving Best Value

Mitigate risks associated with poor procurement practice


2. Summary of Actions 

Detailed procurement objectives can be found in Appendix 1.

In summary the main actions required are:

	Actions

	Active implementation by Elected Members, Directors & Heads of Service of the Corporate Strategy & Procedures

Establish training programme for Approved Procurement Officers (APOs) (subject to funding)

Continue to increase the number of professionally qualified procurement staff

Submit Best Performance Indicator data when launched in June 2008

Active support & leadership by Directors & Heads of Service for full use of available technology e.g. E-tendering, E-ordering, E-invoicing, use of purchase cards

Maximise benefits of national and other collaborative procurement opportunities

Consider sustainability factors (environmental, local, social) in all procurements

Sign “supplier charter” and comply with it. Develop buyer profile & use Scottish Government’s advertising portal for all contract notices

Implement Contract Management Software (subject to funding) 

Revise & update Corporate Procurement Procedures & Policies


3. Public Sector Procurement – The Challenge to East Lothian

The extent and pace of change taking place in public sector procurement in Scotland at present is unprecedented. We need to be open to significant change in how we think about the procurement of goods, services & works.
Governance and Leadership

Audit Scotland’s Best Value Audit of the Council states “The council is implementing significant improvement in its procurement practices. It is now beginning to realise the benefits of its efforts. In order to maintain the momentum stronger support is needed from members and senior officers.” It goes on to say, “Although the Procurement Strategy 2004-2007 was approved by council and endorsed by the council leader; members and the Senior Management Team have not been informed of the progress made and the benefits being realised”.

Efficient Government

Audit Scotland’s Best Value Report states “The Council does not have a co-ordinated approach to support effective planning and monitoring of the level of efficiencies achieved”. It goes on to say that “The Council has made progress against five key areas identified in the “Building a better Scotland” report, in particular procurement and managing sickness absence.” 

Strategic Procurement offers an opportunity to achieve some of the targets through consistent application of the “re-think re-choose” philosophy and improved collaboration (both internally and with other organisations).

Sustainability and Responsible Purchasing

Sustainability has grown significantly as a priority for the Council since 2004. There is a recently established Strategic Sustainability Group led by the Director of Environment. Responsible procurement is key, raising issues such as impact on the environment including packaging and delivery and also enabling local and small businesses to apply to get contracts to supply the Council. Other sustainability areas are social & community benefits in procurement. 

Collaboration

Collaboration was not a word used often, if at all, 3 years ago. Now it is one of the first considerations at the beginning of each procurement exercise. Locally, collaboration is already taking place internally and externally on joint contracts with neighbouring authorities as well as the Scottish Government and NHS.

McClelland recommended that national contracts be put in place for goods and services common to all organisations – Category A contracts (public sector Scotland wide regardless of sector) and Category B contracts (Local Authority Scotland-wide contracts).  Work has now started on these national contracts. Collaboration is here to stay, and is the key to significant efficiency savings as stated in the McClelland Review. However, it brings significant challenge to East Lothian. We may have to make sacrifices and compromises in some cases to simplify and standardise in order that we can harness the significant benefits that are available through collaboration.

Political Changes

In May 2007, Scotland had a change in Political Leadership at a National and at a Local level. The Scottish Government have stated that steps will be taken to reduce red tape and widen access to public procurement contracts for small businesses and that they will be delivering a more efficient government with annual efficiency savings of 2% per annum, with 70% of released resources being focused on enhanced frontline services.

McClelland Review

In 2005 the Minister for Finance and Public Sector Reform requested that John McClelland CBE carry out a detailed review of Public Sector Procurement in Scotland. The review was published in March 2006 and provides a status report and recommendations in the following areas:

· Structure and organisation – an overall structure in which the procurement function is recognised as a high priority function in a similar way to Finance and HR.

· Sound Governance, Accountability and Leadership (see 6.1 above)

· Skills & capacity – professionally trained and accredited personnel with enhanced skills including interpersonal skills which support their externally facing roles as the delegated commercial representatives of their organisations

· Sound Practices & procedures

· Performance indicators and targets 

· Information systems which allow internal requisitioners to place orders directly with contracted and approved suppliers

· Opportunities for improvements and new techniques
Many of the recommendations made by John McClelland were in place or in progress in East Lothian Council already, thanks to our hard working and forward thinking Corporate Procurement Team. However, there are some areas where additional action is required to achieve what he termed “Improved” and “Superior” performance.

McClelland observes that all of the above contributes to highly advanced and effective capabilities that consistently deliver Best Value performance and support a competitive, transparent and equitable environment for suppliers, providers and contractors.

The Challenge

Embedding sound strategic procurement decisions is now more important than ever before. Savings are required so that resources can be re-invested in front-line services. Achieving Best Value is not optional - it is critical. Demonstrating Best Value is not optional - it is critical.

Every Council service procures goods & services. East Lothian Council spends in excess of £140m each year on goods services and works, so it is essential that each and every procurement, no matter how large or small, and no matter which service area is procuring, is done wisely and professionally, and within the wider context of a Procurement Strategy for the whole Council.

This document identifies many actions we require to undertake, involving officers from across the Council. By taking a more structured approach to procurement issues this Strategy will greatly assist in the bid to deliver the Council’s objectives and demonstrate Best Value service delivery to the public of East Lothian. 

David Spilsbury

Head of Corporate Finance

12 March 2008

4. What is Procurement? 

Procurement is the process of acquiring goods, services and works from third parties whilst achieving and demonstrating Best Value. The process spans the whole lifecycle starting with the identification of need. Procurement includes option appraisal and involves re-thinking and re-choosing. At a strategic level, “make or buy” options are considered. Other terminology may be used by certain services, such as commissioning in Social Care, but the activities are similar.

The process can be represented graphically as follows:




Once the contract is in place, staff can place orders with contracted suppliers or suppliers. This part of the process is often mistaken as procurement, when it is really just ordering goods from contracted suppliers.

Good procurement practice can lead to paying less for similar goods or services (same output, less input), or getting more or better goods or services for the same cost (more output, same input). The four main categories of efficiency gains from procurement activity are:

1. Negotiating an improved deal with a supplier or provider or contractor

2. Aggregating demand through collaboration (internally and with other organisations) which can lead to lower unit costs and better terms & conditions as well as more consistent quality

3. Improving processes to reduce time taken and other transaction costs

4. Improving contract management to get more out of suppliers or providers or contractors during the contract

Good procurement practice, which demonstrates Best Value, takes into account the purchase price, but also:

1. Quality of goods or services

2. Delivery arrangements & lead times

3. Quality assurance processes for consistent quality

4. Sustainability and the environment

5. Running costs – energy consumption, spares & repairs

6. Life expectancy – includes guarantees and warranties

7. Disposal costs

8. Administrative efficiencies such as electronic invoicing (e-Invoicing)

Given that the Council spends £140m+ per annum on goods, works and services from third parties, which is more than it spends on payroll costs, it is vital that procurement is given a high priority and the same focus to that dedicated to investing in our people.  

5. Is everything we buy dealt with in the same way?

Under European Directives on Procurement,  local authority expenditure is analysed across 3 categories:

1. Supplies (or goods)

2. Services

3. Works

Each of these categories is subdivided as follows:

a) Goods, services & works for use by the Council for example stationery, office furniture, office-based agency staff; and

b) Goods, services & works for use by Council service users and members of the public for example Care Home services, stair lifts, special school placements

Clearly, there are different considerations to be taken into account in each and every procurement. For the procurement of goods, services & works for use by Council service users and members of the public the importance of the key stages of procurement are arguably more critical as the consequences of getting it wrong are more serious. These key stages are described in the section above and include:

1. Well thought out strategy

2. Well thought out specification

3. Supplier selection

4. Good terms & conditions

5. Post contract award – monitoring of performance

There is also a requirement to balance efficiency and personalisation and to recognise individual led purchasing and user led commissioning for more individualised services based on defined outputs and outcomes for the individuals.

The key outcomes are not at odds with each other – individual needs can be met whilst complying with EU Directives and achieving efficiencies. It is more important in these cases that there is consistency in approach and corporate standards and procedures are in place to support the outcomes.

  

6. Why do we need a corporate procurement strategy?

Limited Resources

The resources available to the Council will always be limited and the Council has a duty to its taxpayers to get the most value it can from those resources. By challenging the status quo and employing strategic procurement techniques we can respond to this duty and demonstrate that we provide as much service as possible from the resources we have.

Duty to demonstrate Best Value

The Council has a legal duty to make arrangements to secure BEST VALUE through the Local Government in Scotland Act 2003 s2 (1) a. This means achieving continuous improvement (while maintaining an appropriate balance between quality and cost); whilst having regard to a combination of economy, efficiency and effectiveness, equal opportunities and to contribute to achieving sustainable development.

The Best Value guidance approved by the Scottish Ministers states that “a local authority must be able to demonstrate sound management of resources”. 

This means, amongst other things,

1. “That the authority has a strategy for procurement and the management of contracts and contractors to ensure that it treats procurement as a key component in achieving all its objectives, including those relating to sustainable development, equalities (particularly race equality), health and safety. It ensures that the framing of specifications and the vetting of suppliers is consistent with these objectives”.  

2. “That the authority has appropriate procurement expertise, guidance and training to support its procurement activity and contractual relationships, and ensures that advice is available on developments in best practice and procurement law.”

3. “That the authority complies fully and appropriately with its obligations under European Community law on public procurement and any other relevant international agreements.

National Agenda & Change

The McClelland Review highlighted deficiencies in public sector procurement governance and practice. There were many recommendations and these are covered later. However, in a period of such significant change and for a subject with an increasingly high profile a coherent and clear plan is a necessity.

Risks

There are many risks associated with procurement. Many things can go wrong and the consequences can be serious. If the governance and accountability is right and there is a clear strategic direction with sound detailed policies and procedures then the risks can be effectively managed.

Competition

The Council is obliged to subject itself to competition. Council plans for this are at an early stage. Whilst Social Care Services are a “Part B” service and as such the obligations under the EU Directives are reduced, this Council has decided that in order to demonstrate Best Value under the Local Government Act 1999, services previously procured on an uncompetitive basis, such as Social Care, will require to be subject to “appropriate” competition. Similarly, services provided by the Council may require to be tested against the private sector to demonstrate Best Value or may be considered for development as Shared Services.

Consistency of approach throughout the Council

Many procurement decisions have been made in the context of the Corporate Procurement Strategy approved in 2004. However, the key challenge for 2007-10 is to ensure that there is better consistency of approach throughout the Council. We must ensure that equality issues have been taken into account and that appropriate consideration to sustainable development is given in all procurement decisions.

7. What does the Council buy?

In the financial year 2006/7 East Lothian Council cash outflow was as follows (Source: Cash Flow Statement, Annual Accounts 2006/7 and 2002/3):

	Category
	Spend 2006/7

£m
	Spend 2002/3

£m
	% Change

	REVENUE ACTIVITIES
	
	
	

	Staff costs
	117.5
	88.1
	+33.3%

	Other Services & Goods
	96.4
	54.7
	+76.2%

	Housing Benefits
	7.0
	5.8
	+20.6%

	Non Domestic Rates to National Pool
	-
	26.6
	-100.0%

	Joint Board requisitions
	11.8
	14.8
	-20.2%

	Total revenue cash outflow
	232.7
	190.0
	-22.4%

	CAPITAL ACTIVITIES
	
	
	

	Purchase of fixed assets
	47.8
	12.6
	+279%

	Other capital payments
	-
	4.4
	-100%

	Total capital cash outflow
	47.8
	17.0
	+181.1%

	
	
	
	

	Other cash outflows
	8.5
	14.0
	

	
	
	
	

	Total Cash Outflows
	289.0
	221.0
	


The scope of this Corporate Procurement Strategy is therefore approximately £144.2m per annum. This comprises the procurement of “other goods and services”, £96.4m, and the purchase of fixed assets, £47.8m.  Whilst the general recruitment of permanent Council staff is covered by personnel policies & procedures, the employment policies of prospective contractors will be part of the evaluation criteria covered in this strategy as appropriate.

8. Key Facts & Figures
Procurement of goods, services and works totals £144.2m and represents nearly 50% of the Council’s cash outflows – which exceeds the amount spent on Council staff costs.
There are approximately 70,000 invoices* per annum, with 1,185** supplier accounts.

40% of invoices are for less than £100* and 26% are less than £51*. Catering (food and consumables) and stationery supplies account for 40% of these low value invoices.

Our top 20 suppliers account for £52m (37% of our spend). The remaining £96m is with 1,165 suppliers. 

The top 3 areas which account for £44m (30 %) of our spend are: 

· Construction

· Utilities

· Social Care 

We do not know how much of this expenditure is from contracted suppliers and how much is spot purchasing / off contract. However, the large number of suppliers (1,165) would suggest that we do have a large proportion of expenditure “off-contract”.
Further details of the Council’s external expenditure by supplier or commodity category can be obtained from the Corporate Procurement Team.

* Source: Spikes Cavell National Observatory – 2005/6 data.

** Excludes supplier accounts with less than £1,000 (Gross) per annum

9. Review & Reporting Arrangements

The Best Value audit report states at paragraph 164 “Although the Procurement Strategy 2004-2007 was approved by council and endorsed by the council leader; members and the CMT (Chief Executive’s management team) have not been informed of the progress made and the benefits being realised.”

The Head of Corporate Finance will therefore report to the Board of Directors (which has replaced the CMT) on an annual basis on the progress made and the opportunity taken to review and make recommend adjustments to the strategy if considered appropriate. This report will be made on each anniversary of the date that the Strategy is approved.

Supporting Documentation

Corporate Procurement Procedures Manual (including Procurement Policies)

McClelland Review of Public Sector Procurement Report & Recommendations

Scottish Executive’s Supplier Charter

1. Governance and Accountability

McClelland assesses governance as being the first step required to achieve superior conformance. The value of purchased goods, services and works is £8bn in the public sector in Scotland and £144m in East Lothian Council. Given the size of this, good governance and accountability is of great interest and importance and absolutely necessary to achieve Best Value. The Local Government Act 2003 Guidance for Ministers states that Local Authorities should treat procurement as a key component in achieving all its objectives and that they should have appropriate procurement expertise, guidance and training to support its procurement activity. McClelland states in section 5.5 Authority to Procure “it is highly unlikely that enthusiastic amateurs, although well intentioned, will consistently achieve good value and appropriate terms & conditions from suppliers.”

	Position in October 2007
	Our 2010 Vision

	Priority & Profile

The Corporate Procurement Procedures were launched to an audience of 70+ staff in 2005 and there have been several presentations to the Chief Executive’s management team (CMT), to the PPRP and to business groups such as Transportation and Property Management.

However, the Best Value Audit states, “in order to maintain the momentum stronger support is needed from members and senior officers.”


	Directors and other senior officials and members are fully aware of the importance of good procurement and actively promote compliance with agreed corporate standards and procedures so that the same high standards and interfaces with suppliers are consistently applied throughout the Council.

	Structure & Organisation

There is a Corporate Procurement Team, which is part of the Finance Division.

The Head of Corporate Finance acts as the Head of Procurement and reports to the Director of Finance.
	The Council has a dedicated Head of Procurement that reports to the Chief Executive.



	Procurement Officer Concept

The 2004-7 Strategy recommended implementing a Delegated Purchasing Authority (DPA) scheme, but this has not been successfully implemented.

The Council does have a Senior Procurement Officer but this person has the title “Finance Manager”

Procurement processes are circumvented on occasions.


	Procurement undertaken to prescribed standards only by appropriately professionally qualified and skilled staff – procurement officers who may be located in any department

There will be a procurement officer network with a register of approved purchasing officers and regular external & in-house training 

Establish a Corporate Procurement Manager post.

All buying is from contracts let by approved Procurement Officers.


2.
Resources, Skills & Capacity

A shortfall in procurement skills and resources would impact on accountability and governance and on the pursuit of Best Value. The Council had 1 fully qualified Member of the Chartered Institute of Purchasing (MCIPS) in 2004. We now employ 2 fully qualified MCIPS and 2 Part-Qualified procurement staff, which is significant progress. In addition to the Corporate Procurement Team there are a further 12-15 people in the Council who regularly conduct high-value and high-risk procurement and commissioning – the procurement officers referred to above in Governance and Accountability. McClelland gives a guide that there should be one professionally qualified person for every £15m of third party spend – this would mean approximately 9 for East Lothian Council. National Occupational Standards for Commissioning, Procurement and Contracting for the Social Care, Children and Young Peoples are being finalised and achievement of these standards would count towards suitably qualified professionals. McClelland concedes that this requirement can be reduced by improved use of information systems and collaborative opportunities. The Scottish Executive has a “People & Skills” work-stream in their Centre of excellence, which is in its infancy.

	Position in October 2007
	Our 2010 Vision

	Corporate Procurement Team of 4.5 staff

2 MCIPS purchasing professionals, 2 Part Qualified CIPS.

Corporate Procurement Team attend regular training events on relevant topics and attend annual conferences such as the abc Conference, the SOPO conference, the Scottish Executive Public Sector Procurement conference and the ePS annual conference

There are 12-15 people outside the Corporate Procurement Team who conduct high value and high- risk procurement activities. 

The Finance Manager regularly attends the Scottish Local Government Procurement Forum (SLGPF) on behalf of the Council.

Local collaborative opportunities with neighbouring authorities being explored through monthly meeting of corporate procurement officers (BELFPA)


	To have a retention plan to hold on to our highly valued procurement officers

4 fully qualified MCIPS professionals & 2 staff achieving National Standards for Commissioning

Continued regular attendance at relevant training events and conferences by the Corporate Procurement Team, with evidenced Continuing Professional Development.

Appropriate and necessary skills, expertise & knowledge of purchasing officers documented and demonstrated in order to ensure Best Value.

Compulsory attendance for all procurement officers at annual SE training on EU directives.

Continue with BELFPA group; participate in Scotland Excel collaboration and Procurement Scotland collaboration.

	Commodity Responsibility

In the Corporate Procurement Team, there is no division of the workload into commodity specialisms. Outside the Corporate Procurement Team procurement officers work on their area of specialism


	Commodity based organisation of procurement officers, aligned to the organisation of Scotland Excel.


3.
Procedures, Processes & Performance

Without sound business practices and processes, it is impossible to operate in a way that is internally efficient and that also delivers consistently good value in procurement. We must achieve “Superior Performance” according to McClelland, in order to achieve and deliver Best Value. It is vital that these procurement processes are consistently applied throughout the Council – a potential supplier of construction services should expect the same standards and processes as a supplier of office stationery.

	Position in October 2007
	Our 2010 Vision

	User Involvement

An Evaluation Panel is established at the outset to ensure that in addition to the nominated purchaser there are representatives for the customer and user.


	The different roles are clear and understood by everyone involved.

A user is always represented on the Evaluation Panel of every procurement.

	Efficiency & Key Performance Indicators (KPIs)

There is no recording or reporting of procurement measures of efficiency or effectiveness

McClelland, CIPFA, the Charter Institute of Purchasing & Supply (CIPS) and the Society of Procurement Officers (SOPO) have all proposed variations on procurement KPIs. The Scottish Government is working on a set of KPIs and a Balanced Scorecard.

Expenditure analysis data (from Spikes Cavell) only became available in June 2007 and is for out-of-date transactions (2005/6)


	Once the Scottish Executive publishes its recommended KPIs and Balanced Scorecard then this will be measured and reported to the Council and to the SE.

Regular reporting to the Council on progress with implementation of this Strategy.

Develop data held in Great Plains to provide up to date analysis and supplement this with regular refreshes of Spikes Cavell data.

	Benchmarking

Benchmarking activities are limited - we benchmark prices with neighbouring authorities and abc on an ad hoc basis


	Regularly compare and contrast our KPIs and prices with other Local Authorities, report this comparison publicly and take positive action where necessary.

	Innovative Techniques

Use of purchase cards for low value and high volume transactions including all food purchases.

Use of self-billing (payment upon receipt) in place for a controlled number of suppliers.


	Significantly reduce, the number of manual orders and invoices and replace with more efficient processes suited to the business process: either e-procurement system or purchase cards.

	Corporate & Social Responsibilities

Sustainable Procurement Strategy in draft. Some practices in place, but application patchy.


	Sustainable and responsible procurement an integral consideration in all procurement decisions. Practical measures in place. Guidance and training received from SE.


4. Collaboration

Collaboration with other local authorities and at a national level is one of the most significant opportunities that exists and has the following benefits:

· Better utilisation of scarce procurement resources & skills

· Aggregation of spend to create greater purchasing power, which should result in cost savings

· Spread of best practice including sharing of market intelligence

· Challenging current specifications and differences in each Local Authority

Significant opportunities for collaboration exist, but realising these benefits will not be easy. As McClelland said at the Society Of Procurement Officers (SOPO) conference in 2006, “Collaboration begins at home”. This will require some sacrifices in order to “simplify, standardise and share”. Achieving a common specification and approach internally in our own Local Authority is challenging, and there will be greater difficulties lying ahead working with 31 other Local Authorities. These difficulties must be overcome. McClelland splits what we buy into 3 categories:

· Category A – National Contracts commodities which will be procured by the National Centre of Expertise in the Scottish Government – such as photocopiers, paper, stationery, travel

· Category B – Sector Specific Contracts commodities which will be procured by the sector specific National Centre of Expertise. At present, Scotland Excel (previously abc) is the preferred vehicle for cross-local authority collaboration, but other collaborative centres may emerge.

· Category C commodities which will be procured locally, but there may still be opportunities for collaborative procurement (C1)

	Position in October 2007
	Our 2010 Vision

	The Council currently works collaboratively in the following areas:

Purchase of Laptops & PCs with the Scottish Government and NHS

Roads and Building Materials with West Lothian Council

Library Books with Borders and Midlothian

Private Sector Leasing with Midlothian

Local collaborative opportunities with neighbouring authorities being explored through monthly meeting of corporate procurement officers (BELFPA)

The Finance Manager attends the Scottish Local Government Procurement Forum (SLGPF) on behalf of the Council regularly to input into the establishment of Scotland Excel and the National Centre of Expertise and any other areas of common interest across Local Authorities


	There is clarity in which commodities are in which Category.

The Council is a member of a Local Authority National Centre of Excellence and is realising demonstrable benefits from that membership.

The Council is buying from National category A contracts, as set up by the National Centre for Expertise, and is realising demonstrable benefits




5. Responsible Purchasing & Sustainability

Demonstrating sustainability is an important objective for the Council. Given that more is spent on 3rd party goods and services than on staffing costs, it is essential that this procurement is carried out in a sustainable and responsible way i.e. that it meets the needs of the present without compromising the ability of future generations to meet their own needs.

	Position in October 2007
	Our 2010 Vision

	Reduce, Reuse, Recycle, Rethink, Re-choose

Principles are not consistently applied. In some cases the result will be re-letting an existing contract without due thought to alternatives and changes that have taken places since the contract was previously let 


	Reduce, Reuse, Recycle, Rethink, Re-choose
Principles are embedded in our processes and a full options appraisal is the first consideration before any advert is placed (by incorporating into the Request for Procurement Form)

	Sustainability in Specifications & Criteria

There is some evidence of sustainability being considered in specifications and in evaluation criteria but this is in the minority of cases. 


	Sustainability will be considered in every specification (e.g. reduced packaging, recycling packaging, recycled paper, double-sided printing) and will consistently be an evaluation criteria in the pre-qualification stage of procurement e.g. ISO accreditation

Guidance on the above will be incorporated into the amended Corporate Procurement Procedures. 

Training on sustainability will be a module within the approved purchasing officers training.

	Performance Indicators

The Council does not report on procurement performance in a consistent way
	There will be sustainability performance measurement in the suite of KPIs being developed by the Scottish Government and positive action will be taken to achieve continuous improvement.

	Whole Life Costing

There is some evidence of whole life costing (see glossary) but this is used in a minority of cases. 

Contracts are awarded to the Most Economically Advantageous Tender (MEAT) and not to the lowest priced tender. This means that quality, service, maintenance costs, energy consumption and disposal costs are taken into account.
	All procurement officers are trained in Whole Life Costing and know when it is appropriate to evaluate costs in this way (and not just the purchase price) and how to do the calculations.

All procurement officers know when it is appropriate to award to lowest price tender and when it is appropriate to award to the MEAT.

Training on whole life costing will be a module within the approved purchasing officers training and guidance on the above will be incorporated into the amended Corporate Procurement Procedures.

	Continuous Improvement

There is limited evidence of regular contract monitoring and use of KPIs for suppliers and providers in order to foster a continuous improvement agenda.


	Improvements in sustainability will be part of the KPIs used in Contract Monitoring e.g. ISO accreditation, reduced packaging, improved recycling.


6. Supplier Strategy

Irrespective of the local, national or international characteristics of suppliers there is an important responsibility to conduct our procurement operations in a way that meets the highest standards throughout the process and delivers Best Value. During McClelland’s review and consultation he was informed by the CBI, the Chamber of Commerce and the FSB of concerns and aspirations in the business community. Some of these are covered below.

	Position in October 2007
	Our 2010 Vision

	Supplier Concerns (Per McClelland Review)

* Access to public sector contracts

* Information about contracts

* Inconsistency between organisations and within organisations

* Multiple sets of Ts&Cs

* Artificial barriers to entry

* EU Rules not being complied with

* Multiple applications for pre-qualification

* Different format & content for pre-qualification

* Delays in finalising contracts

* Absence of point of contact for complaints or review requests

* SMEs disadvantaged by pre-tender documentation

* Evaluations do not recognise whole life costing and in particular the value added by locally based businesses

There is evidence of considerable progress in this area at East Lothian Council but this is not consistent. For example, the Corporate Procurement Procedures Manual has standard Ts&Cs

and a standard PQQ but these are not always used.


	Supplier Charter

In response to these concerns, the Scottish Government has drawn up a Supplier Charter.

East Lothian Council will sign up to the Supplier Charter and this will have been publicised

Approved purchasing officers will know why it is important to achieve consistency in practice across the Council.

There will be consistent practise throughout the Council with regard to:

1. Pre-Qualification simplification and standardisation

2. Advertising opportunities – where & when

3. Standard Ts&Cs

4. Compliance with EU and other legislation

5. Whole life costing where applicable

The Scottish Executive is developing an advertising portal where suppliers get access to all public sector contract opportunities. When this is available, the Council will advertise all opportunities there. In the meantime, all opportunities will be advertised on mytenders.com

	Debriefs

There is some evidence of debrief information being offered to unsuccessful applicants.
	Debrief information will consistently be offered by approved purchasing officers

Debrief training will be provided to Purchasing Officers



	Economic Development

SMEs account for 25% of the Council’s supply base.

There are examples of good practice whereby SMEs can gain points in an evaluation process, for example with regard to quality and freshness of meat in the butcher meat contract.
	Local and SMEs are informed of opportunities and consulted, where applicable, on any barriers that may be perceived in terms of their application. Procurement will work with Economic Development to reduce or remove perceived barriers.


7.
Use of Technology

Technology and Information Systems can bring efficiency savings and are necessary in order to provide useful management information that is required for KPIs.  We have made excellent use of technology here in East Lothian in the last 4 years to achieve process savings. Taken together, the whole “P2P” process from placing an advert, to short-listing and tendering, then on to ordering and invoicing is now electronic.

	Position in October 2007
	Our 2010 Vision

	E-procurement

We were one of the first Councils to sign up to the eProcurement Scotland programme in 2002 and the first to have the system fully rolled-out. Use of Pecos accounts for approximately 30% of the Council’s orders
	To have only 2 processes for paying for goods and services:

- E-procurement system (currently Pecos); and

- Purchase cards

This means that placing paper orders would be eliminated across the Council, including Property Services and Transport Services where systems issues would require to be resolved.



	E-Invoicing

We have recently gone live with receiving electronic invoices from 4 of our suppliers. There are 6 suppliers that we pay through self-billing (evaluated receipt) and 5 food suppliers are paid by purchase card. The remaining 60,000 invoices are paper based.


	Extend the use of electronic invoicing, self billing and payment by purchase card to improve the payment terms to supplier and the Statutory Performance Indicators “Percentage of invoices paid on time”

	Invoice storage

The invoices for 2006/7 have been stored in an electronic format for the first time, allowing ease of access and freeing up storage space.
	Paper invoices will be sent to be scanned twice a year.

Perform an options appraisal for scanning invoices (and other mail potentially) as and when the Council receives it.



	E-tendering

Corporate Procurement has recently changed from paper based to electronic tendering, which is more convenient for the Council and suppliers, as well as helping towards sustainability objectives.


	All tenders will be conducted electronically

All approved purchasing officers are trained in e-tendering and are conversant with the benefits



	Contract Management

Contract data is recorded on the Contracts Register which is an excel spreadsheet held by the Corporate Procurement Team.

A manual sift of the contracts register is required to identify and plan contract renewal.


	Contract Management Software is in place where details of quarterly review meetings, all communications, KPIs etc is held. Alerts are given automatically in advance of contract renewal.


8. Supplier Relationship Management

Having good relationships with suppliers and working with them to deliver continuous improvement is always important, but for some services (e.g. Care Homes) it is critical. In all cases, it is necessary to ensure that the contract continues to deliver Best Value and that any issues are dealt with promptly and effectively to avoid further costs in the future or to prevent a decline in the quality of service delivery.

	Position in October 2007
	Our 2010 Vision

	Number of Suppliers

There are approximately 1,200 live suppliers with our top 20 suppliers representing £52m (over 1/3rd) of the Council’s 3rd party spend.
	Reduced number of suppliers through improved information available to requisitioners about where orders should be placed and controlled through all orders being placed via the e-procurement system



	Categorisation of Suppliers

Suppliers and or commodities are not classified as high risk/ key suppliers / strategic
	Suppliers classified as key and/or high risk with the appropriate amount of management and time allocated for monitoring & development.



	Contract Management

There is some evidence of good management of contracts once let – for example with food, photocopiers and stationery. However, there is also some evidence of a “let and forget” culture where the risk is that Best Value is not being delivered and service delivery may be sub-optimal.


	Consistent application across the council of Contract Management Procedures assisted by Contract Management Software

All approved purchasing officers to receive training on the Contract Management Software



	Continuous Improvement

There is no evidence of building in cost reductions during the life of a contract to be achieved through reduction of waste and improvements in efficiencies throughout the supply chain.


	Cost reductions on the basis of efficiency savings to be built into the specification of contracts where applicable.




	Area
	Situation in 2004
	Target for 2007
	Actual Achievements

	Contracts in Place
	No contract register

Low proportion of spend by tendered contract – exact number of contracts in place not known

No pro-active or strategic procurement


	Fully operational contract register

60% of spend represented by tendered contracts. Aim for 150+ contracts

Pro-active procurement programme in place


	Achieved

Not known – Contract Register incomplete and does not record details of spend across financial years

Achieved – strategic commodity review completed and priorities identified e.g. Corporate contract in place for Temporary Staff



	Technology
	3% of orders placed electronically

25 electronic catalogues in Pecos

Invoices 100% paper based

No use of e-Auctions 

Tendering process paper based

Purchase cards partially rolled out
	80% of orders placed electronically

75 electronic catalogues and 5 punch-out 

50% of invoices by volume to be received electronically

Use e-Auctions when applicable

Implement e-Tendering

Purchase Cards fully rolled out
	Partly achieved - 35% of orders placed electronically

Partly achieved – 50 electronic catalogues & 5 punch-out

Partly achieved – Lyreco invoices electronic direct and 3 suppliers electronic via intermediary. 3 suppliers “self bill”.

Achieved – secured savings as a result e.g. £200k pa on PCs & laptops

Achieved - First eTender conducted in July 2007

Achieved and exceeded. Internet based review and coding system in place (Cardplus)



	Policies Procedures & Processes
	No documented procurement policies or procedures
	Well established and up-to-date policies and procedures consistently applied across the Council
	Partly Achieved – policies  & procedures approved and rolled out but not consistently applied throughout the Council.



	Skills & resources
	Under-resourced Corporate Procurement team

One professionally qualified procurement person 


	Highly skilled and qualified Corporate Procurement Team of 4 people

3 Staff members fully MCIPS qualified
	Achieved 

Partly achieved – 2 full MCIPS and 2 part-qualified CIPS students

	Governance - Devolved Procurement
	No register of officers carrying out procurement activities
	Well established DPA (Delegated Purchasing Authority) officers scheme
	Partly achieved – officers identified, training programme specified.

	Supplier Relationships -Contract Management
	No contract management activities
	Systematic monitoring in place for key contracts
	Partly achieved – e.g. in place for stationery, food, photocopier & temp staff contracts


	CIPFA
	Chartered Institute of Public & Finance Accountants

	CIPS
	Chartered Institute of Purchasing & Supply

	e-Invoicing
	Suppliers / contractors send invoices in an electronic format, rather than paper invoices

	Framework Agreement
	A framework is an agreement with suppliers to establish terms governing contracts that may be awarded during the life of the agreement. In other words, it is a general term for agreements that set out terms and conditions for making specific purchases (call-offs).

	KPI
	Key Performance Indicator

	P2P
	Purchase to Pay process

	Procurement
	Procurement is the process of acquiring goods, works and services from third parties whilst achieving and demonstrating Best Value. The process spans the whole lifecycle starting with the identification of need. Activities include: advertising, setting pre-qualification selection criteria, evaluation of organisations suitability, writing specifications, amending terms & conditions, negotiating, evaluating tenders, conducting interviews if appropriate, post award contractor and performance management. Procurement includes option appraisal and involves re-thinking and re-choosing. At a strategic level, “make or buy” options are considered

	SME
	Small or medium sized enterprise

	SOPO
	Society of Procurement Officers

	Whole life costing
	WLC includes the systematic consideration of all relevant costs and revenues associated with the acquisition, use and maintenance and disposal of goods or an asset.

Procurement costs can include: initial construction or purchase price, purchase/lease decision, interest, fees

Recurring costs can include: rent, rates, cleaning, maintenance, repair, replacement/renewal, energy and utilities, dismantling or disposal, security and management

Revenues can include: Sales of recycled materials, interest in asset and rental income. 

Note: Life Cycle Cost (LCC) and Through Life Cost (TLC) are also terms used to describe the same process as WLC




A fuller glossary can be found in the Corporate Procurement Procedures
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