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Introduction

The aim of this document is to develop a Corporate Procurement Strategy for the three year period, 2009 to 2012. This will take us from the initial Corporate Procurement Strategy published in May 2006 to the next stage of our development.

The first section of this document therefore includes a review of the targets contained within the first Corporate Procurement Strategy and considers the factors influencing the future role and requirements for procurement over the next three years.

Procurement faces a number of challenges over the next three years and beyond, and this strategy aims to set out where we want to be and how we’re going to achieve this.

The strategy will be reviewed annually and amended as necessary.

Thomas Reaney MCIPS

Corporate Procurement Manager

Financial Services

North Ayrshire Council

Cunninghame House

Friars Croft

Irvine

KA12 8EE

Tel No. 01294 324097

e-mail  treaney@north-ayrshire.gov.uk
Background

Definition of Procurement

Procurement is the process by which the Council obtains its works, goods and services from external suppliers.

The procurement process spans the whole life cycle from identification of needs through to the end of a service contract or the end of the useful life of a product.

Procurement includes tendering, buying decisions, developing commodity strategies and the purchase to pay process.
Procurement Activity

In 2007/08 the Council spent approximately £120m on the purchase of goods, works and services. 

Of the £120m procurement expenditure, £78m was with Small, Medium Enterprises (SMEs). An SME is defined as a company with less than 250 employees or a turnover of less than 50m euros.

The number of suppliers to the Council is approximately 7,000.

Corporate Procurement Strategy (May 2006)

In May 2006 North Ayrshire Council published its first Corporate Procurement Strategy. This followed the appointment of a Corporate Procurement Manager in 2006 and the set up of the Corporate Procurement Unit.

The strategy was approved by the Corporate Policy Committee of North Ayrshire Council on May 2006.

The strategy was split into the following categories:

· Procurement Infrastructure

· Processes and Systems

· Strategic Sourcing

· Skills, Training, Education Tools

Progress against each of the categories is as follows:

Procurement Infrastructure

The strategy has been promoted throughout services and is included in many Service Plans. A number of briefing meetings have taken place with individual services to promote procurement issues. 

Procurement issues are a regular agenda item for the Corporate Management Team and Alasdair Herbert, Assistant Chief Executive (Finance), acts as the Procurement Champion on this group.

A Procurement Steering Group has been set up and meets on a monthly basis. All services are represented on this group and this has proved to be an invaluable group for communicating information, promoting best practice and identifying purchasing opportunities. 

Electronic Procurement (e-Procurement) has been rolled out to Phase 4 and further roll-out is planned. This will be mentioned further in the Procurement Strategy 2009-12.

A savings measurement process has been agreed. 

An annual report was published for 2006/07.

Key Performance Indicators have not been agreed as the Scottish Government were developing standard KPIs to be reported against across all of the Public Sector. This will form part of the Corporate Procurement Strategy 2009-12. 

Processes and Systems

Standard Terms and Conditions of Contract for goods and services have been developed and used within the Council.

Standard Terms and Conditions of Contract updated to take account of new legislation.

Guidance on Tender Evaluation has been published.

CPU have worked with Internal Audit and the Procurement Steering Group to drive compliance.

A standard process for contract management was implemented.

A standard process for Request For Quotations was implemented. 

The e-Procurement Purchase to Pay process has been defined.

BACS is the approved method of Supplier payment.

PECOS has continued to be rolled out.

Purchasing Cards were reviewed and were not considered to be appropriate at this moment in time.

Strategic Sourcing

A number of collaborative opportunities were identified and scoped. This included sourcing goods/services in collaboration with East Ayrshire Council, South Ayrshire Council and NHS Ayrshire and Arran. IT Services also collaborated on the Scottish Government purchase of IT hardware.

NAC complies with current legislation and all new legislation is communicated to Services through the PSG.

Supplier Performance is measured regularly and a standard process for contract management was implemented.

Procedures were implemented to reduce the number of suppliers.

Skills, Training, Education Tools

A skills assessment has been completed and sent to Scotland Excel.

Common processes have been implemented for use of PECOS, supplier rationalisation, Terms and Conditions of Contract, Tender Evaluation and Requests For Quotation.

A Procurement Policy Manual is being developed by the Scottish Government.

Staff involved in the procurement process have been encouraged to attend procurement training courses and events have been marketed through the PSG. 

Training and awareness sessions to staff have taken place within the Council.

Overall Progress

Progress against the targets set in 2006 has been good and has resulted in a more joined up approach to procurement within North Ayrshire Council. This gives us a strong foundation to move forward on for the next three years.

The Chief Internal Auditors Group reviewed the implementation of recommendations from the Review of Public Procurement in Scotland. North Ayrshire Council were placed in the top half of Local Authorities with an overall assessment of ‘making good progress’.

Factors Affecting Corporate Procurement Strategy 2009-2012

The Review of Public Procurement in Scotland 2006 (aka the McLelland Report)

In compiling a Corporate Procurement Strategy for the next three years, cognisance must be given to the above report published in 2006. Although the report has been in the Public domain for over two years it is only now in 2009 that a number of recommendations are coming to fruition which will impact on our strategy.

The report made a number of recommendations but the main areas that will form part of our strategy from 2009 will be the use of National Collaborative Contracts, the increased use of e-Procurement and the implementation of the Scottish Governments Best Practice Indicators (BPIs).

Economic Development

The volume of business with local Small and Medium Enterprises (SMEs) is good within North Ayrshire Council. While it isn’t possible though legislation to provide any advantage to local companies, efforts have been made to engage with the local business community to ensure they have a better understanding of Public Procurement Tender Procedures. This will help small local companies bid against their larger and more experienced rivals on a level playing field.

Local Economic Development is an important aspect of the Council Plan and must be considered when developing a Corporate Procurement Strategy.

Corporate Social Responsibility (CSR)

Corporate Social Responsibility in Procurement is an area that has rapidly developed in the past few years. This agenda encourages consideration be given to environmental, ethical and sustainable issues when making procurement decisions. 

New Procurement Legislation

Procurement Legislation is being continually updated and revised due to an increase in litigation and case law relating to procurement. 

As a Council we have to ensure that any policy advice/guidance relating to legislation is communicated quickly throughout the Council.
Corporate Procurement Strategy 2009-12

The Corporate Procurement Strategy for 2009-12 aims to build on the good procurement practice now embedded within the Council. This will take account of the factors detailed earlier to ensure we have a modern approach to procurement, encompassing Best Procurement Practice to drive Best Value.

The new strategy will cover the following areas:

· The Review of Public Procurement in Scotland (the McLelland Report)

· Technology/e-Procurement

· Corporate Social Responsibility

· Community Benefits in Procurement

· Economic Development

· Process Improvements

· Legislation

The Review of Public Procurement in Scotland (The McLelland Report)

The above review made a total of 84 recommendations. The main impact this will have on strategy will be the use of the National Collaborative Contracts and the reporting of the Best Practice Indicators (published April 08). The use of e-Procurement and  technology will be covered later in the strategy.

The Report also recommended a National Advertising Portal is set up and all Public Sector tender requirements would be placed on this.

The Chief Internal Auditors Group will continue to review Procurement Departments to evaluate the implementation of recommendations from this report.  


Recommendation 1

The Council should embrace the National Collaborative Contracts, administered by Procurement Scotland and Scotland Excel, and use them to maximum effect.

The Corporate Procurement Manager to ensure details of these contracts are communicated to Services, with all Services to maximise buy-in and compliance. The CPM to report any non-compliance to Corporate Management Team.

Recommendation 2

The Corporate Procurement Unit to report BPIs to Scottish Government within timescales requested. The CPU to review score for each BPI and ensure improvements are made.

Recommendation 3

The Corporate Procurement Manager to review all recommendations from the Review of Public Procurement in Scotland and action as appropriate.

Recommendation 4

All Services to use the National Portal (www.publiccontractsscotland.gov.uk) for advertising tender requirements, where appropriate.
Technology/e-Procurement 

The Council had adopted PECOS as it’s Purchase to Pay tool. This is the e-Procurement Scotland recommended solution. 

The increased use of e-Procurement results in a more effective method of procuring goods and services.

The CPU are working with Financial Services and IT to develop an invoice interface with the Financial Management System to drive further process efficiencies. 


Recommendation 5

PECOS to be further rolled-out to Services. Target for implementation in Transport is 2009/10 and Education 2010/11, subject to agreement with Service.

Recommendation 6

Existing PECOS usage within Services to be reviewed, to identify additional commodities suitable for purchasing through PECOS.

Recommendation 7

An invoice interface with the Financial Management System to be developed and implemented.

Recommendation 8

CPU to rationalise the suppliers on PECOS to ensure we use contracted suppliers, where possible.
Corporate Social Responsibility (CSR)

Corporate Social Responsibility issues should be considered when procuring all goods, services and works. This includes but isn’t limited to recycling targets, environmental considerations, transport, packaging and ethical issues.

Life cycle costs must also be considered. This is in accordance with the NAC Carbon Management Plan.


Recommendation 9

All Services to consider including Corporate Social Responsibility/Sustainability as part of their tender evaluation criteria.

Recommendation 10

All Services to consider Life Cycle Costs during tender evaluation.

Recommendation 11

Services to ensure that all Invitation To Tender documents contain the Council’s Equal Opportunity Policy and to request compliance to this policy from suppliers
Community Benefits in Procurement (CBIP)

The Scottish Government published a report on 22 February 2008 presenting the findings of the Community benefits in Procurement pilot programme.

There are standard clauses that can be incorporated into terms and conditions of contract that ensure Community Benefits can be delivered to ensure compliance with EU and Scottish Procurement Legislation.

Community Benefits in particular can be used to deliver targeted recruitment and training such as apprenticeships and helping the unemployed back into work.

CBIP clauses should only be used if they are relevant to the subject matter of the contract and are particularly suited to construction/works related contracts.


Recommendation 12

Services should consider using Community Benefits in Procurement clauses. Further advice can be obtained from the Corporate Procurement Unit.

Economic Development

Previously in this document it was noted that the volume of business through local SMEs was good and that efforts had been made to help them understand Public Procurement Tender Procedures. 

The Council is a member of the Local Authorities Supplier Development Programme and has signed up to the Scottish Governments Suppliers Charter.

The CPU should continue to work with the NAC Business Development Team to offer help and advice. The CPU should also continue to support Public Sector “Meet the Buyer” events to further engage with local SMEs.


Recommendation 13

The CPU to continue to support the Business Development Team and the Supplier Development Programme to help local SMEs gain a better understanding of Public Procurement Tender procedures. 

Recommendation 14

Services should offer debriefs to all tenderers (successful and unsuccessful) for price/quality submissions to help them in the future. For lowest price tenders a letter detailing the winning tenderers overall price is sufficient.
Process Improvements

A number of process improvements have been implemented in the past two years. However there remain some issues that can be improved upon.


Recommendation 15

The CPM to develop standard processes for the procurement of all supplies, services and works. This should be accessible to as wide an audience as possible and be placed on the NAC Web Page to help buyers and suppliers understand the process.

Recommendation 16

The CPM to develop a strategy to reduce maverick spend (spend against non-contracted suppliers) across the Council.

Recommendation 17

Procurement Savings to be reported to ACE (Finance) for budget setting purposes.
Legislation/Policy

The amount of legislation relating to Public Sector Procurement has increased significantly in recent years. This has resulted from challenges to Public Sector organisations and subsequent case law.
The Council therefore must ensure we conform to all Public Sector Legislation relating to procurement.  


Recommendation 18

For all tenders where the EU procurement regulations apply, advice/guidance must be sought from the CPU before placing an advert. 

Recommendation 19

The CPU to organise an annual training event for all procurement staff to discuss new legislation and policy.
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