PERTH AND KINROSS COUNCIL 08/69

Strategic Policy and Resources Committee — 6 February 2008

TAYSIDE PROCUREMENT CONSORTIUM
AND PROCUREMENT STRATEGY (2008-2011)

Report by Executive Director (Corporate Services)

ABSTRACT

This report sets out the proposed strategy for the Tayside Procurement Consortium
(TPC) including the recommended structure and governance of the centralised
procurement model. The report also details the procurement activity which requires
to be undertaken to support the delivery of the procurement programme.

1.

2.1

RECOMMENDATIONS

It is recommended that the Strategic Policy and Resources Committee:

(i)

(ii)

(iii)
(iv)

(v)

(vi)

Approve the development of the Tayside Procurement Consortium
(TPC) which will co-ordinate and deliver all strategic procurement
activities on behalf of the Council in the manner set out in this report.

Approve the adoption of the Tayside Procurement Strategy (2008-
2011) and associated Action Plan.

Approve the proposed corporate governance framework for the TPC.

Delegate authority to the Executive Director (Corporate Services) to
exercise all functions on behalf of Perth and Kinross Council relating to
the operation of the TPC, including the award of contracts, provided the
same is within approved budget expenditure and is in accordance with
the Procurement Strategy and any other TPC policy approved for that
purpose by the Council.

Remit to the Head of Democratic Services and the Head of Finance to
amend the Council’'s Scheme of Administration, Financial Regulations
and Contract Rules accordingly at the first suitable juncture.

Authorise the Executive Director (Corporate Services) to approve and
sign the TPC Memorandum of Understanding (MOU) on behalf of the
Council.

BACKGROUND

The McClelland Review of Public Sector Procurement was published in March
2006 and was widely welcomed by Ministers and the large number of
stakeholders across both the Scottish public and private sectors. A clear




2.2

2.3

3.1

3.2

3.3

recommendation of the McClelland report was that there is potential for
significant gains (both cashable and resource saving) to be made from better
procurement practice and by collaboration across the public sector.

The report delivered 82 recommendations relating to areas for improvement in
procurement practice and in particular raised issues relating to governance,
lack of skilled resource and the requirement to adopt best practice
procurement strategies. The implementation of robust procurement strategies
was also identified as a critical success factor when delivering efficiency.

The report also emphasised that greater commitment was required across
public sector bodies to collaborate on procurement activities. In 2005, prior to
the McClelland Review being published, the three Tayside Councils - Angus,
Dundee City and Perth and Kinross began to establish a partnership to
identify opportunities, which could be realised by improving the way the three
Councils procured goods and services. It should be noted that the three
Tayside partners have a history of successful procurement collaboration.

THE TAYSIDE PROCUREMENT CONSORTIUM

In 2006, the authorities created the Tayside Procurement Consortium as a
vehicle by which to deliver efficiency through improved procurement and each
Council adopted a complementary Procurement Strategy.

Following discussion with the Scottish Executive in 2006, the TPC
successfully negotiated the allocation of £160,000 for each authority for
implementation of the national e-Procurement Scotl@nd system, PECOS. In
addition, the Authorities Buying Consortium (abc) offered a further £167,000
from the funds they had separately secured from the Scottish Executive to
each Tayside local authority to assist with the delivery of implementing a
modernised procurement process.

Procurement Implementation Programme
The TPC Steering group has embarked upon a Procurement Implementation
Programme which, when realised, will deliver efficiency through improved
procurement practice across the three Councils. The key work streams which
are being progressed by the Programme are:

. Establishment of a collaborative procurement model to create a
structure that will deliver the benefits available from collaboration and
maximise the potential for reduction in costs by eliminating duplication
of effort.

. Establishment of a partnering agreement and shared procurement
service team made up of procurement professionals and service
commodity experts.

. Delivery of an improved strategic procurement approach for the
consortium through the development and implementation of a
programme of buying improvements which will drive forward the
required programme of change and deliver the benefits.



4.

. Development of the knowledge and skills of those involved in
procurement through delivering improved procurement tools and
investing in our people through training and development.

. Effective local supplier engagement.

. Commitment to continuous improvement through development and
implementation of an accelerated programme of process and
technology improvements based on the implementation of e-
Procurement.

TAYSIDE PROCUREMENT CONSORTIUM BUSINESS CASE

Benefits

4.1

4.2

4.3

4.4

4.5

4.6

The main benefits to be realised from the TPC programme will be derived
from increased collaboration between partners. All three Councils have now
provided spend information to the programme and using a management
information analysis tool - Spikes Cavell - have identified efficiency
opportunities. The TPC have also identified strategic sourcing opportunities
following a comprehensive review of expenditure across the Consortium.

Full consultation and engagement with specialist staff has been delivered
through a series of meetings in early September 2007 culminating with a full-
day “Opportunities Workshop”. The specific outcomes and opportunities
arising from this workstream have been presented and validated by each
Council. The opportunities from the TPC indicate potential savings of around
£2 million by the end of year 3 of the programme.

Prudent assumptions have been made around the level of the total spend that
can be “influenced” at this stage. The ranges of savings targets against each
commodity identified have also been included within this table for information
— again the savings opportunity assumptions have been set at what is
considered to be a prudent level.

The principal method proposed to deliver savings on a local government
sectoral basis is by the establishment of a cross-Scotland central purchasing
body for the kinds of commodity identified as suitable for that level of
procurement. It is assumed that Scotland Excel, will take on the role
developing that of its existing predecessor body (the Authorities Buying
Consortium), in the manner envisaged by the McClelland Review.

A further report expanding on the work programme of Scotland Excel and the
linkages and impact upon the TPC will be brought forward once the Scotland
Excel development intentions are more established and considered from a
TPC perspective.

To align the TPC to the development of the Scotland Excel project, the three
Councils have been in close discussion with Aberdeen City and
Aberdeenshire Councils to determine a model for working collaboratively as
one of the “Centres of Excellence” for Scotland Excel — the North East Hub.



4.7

This project is consistent with the approach Scotland Excel intends to
implement to manage the procurement of ‘Category B’ commodities.

It is recognised that to deliver the efficiencies highlighted there is considerable
work still to be done in order to deliver these savings. It is particularly crucial
to the success of TPC that Services within member Councils actively and
positively participate in the User Groups which will be established, support the
TPC team and be prepared to take on and drive procurement change within
their own authority.

Allocation of Costs

4.8

5.1

5.2

5.3

5.4

Costs have been developed for the first three years of operation of the TPC.
The budgeting assumes that the key objectives set out in Tayside
Procurement Strategy (2008-2011) and Action Plan will form the basis of the
future TPC activity. It is proposed in the early years that the TPC be funded
on a straightforward parity basis with each member Council covering an equal
share of the running costs.

TAYSIDE PROCUREMENT CONSORTIUM - KEY RECOMMENDATIONS

A. Centralisation of key strategic procurement activities for the
Council through the Tayside Procurement Consortium central
procurement unit (CPU)

Scope of CPU Activities

The CPU will be responsible for the management of specific key strategic
procurement activities on behalf of Angus, Dundee City and Perth and Kinross
Councils. These activities will be carried out on behalf of all client
departments, services and divisions and will relate to all goods and services.

It is planned that the CPU will expand to involve other public sector partners in
due course. In particular, it may be noted that positive dialogue is already
underway with Tayside Contracts towards appropriately involving that
organisation in the collaborative work of the TPC.

Placement of all purchase orders (tactical procurement) will continue to be
made by individuals in line with current agreed Council procedures.

Key Changes
The key changes introduced by the centralisation of all strategic purchasing
activities to the CPU will be:

. Adoption of a consistent process for sourcing and awarding contracts

. Introduction of a Supplier Performance Management Process

. Development and maintenance of a central Contract Register by the
CPU

. Compliance monitored centrally by the CPU and driven by Services

. A single point of contact established within the CPU for services and
suppliers



5.5

5.6

5.7

5.8

6.1

. Introduction of a Benefits Tracking system.

Operating Model

The TPC has appointed a Head of Procurement who will be responsible for
the roll out of the procurement implementation programme and thereafter the
ongoing delivery of the shared service across the three Councils. The Head
of Procurement will act as the professional lead for procurement across the
three Councils and will be supported by an administration assistant, and up to
three commodity managers and two procurement assistants. These specific
TPC posts will be employees of Dundee City Council, and will be based in
Dundee but will provide direction and support across the three Councils. The
posts will be funded on an agreed basis by the member authorities for the life
of the consortium.

In addition to the above TPC specific staffing element, each Council has put in
place the substantive posts of Corporate Procurement Manager, and an e-
Procurement team. These posts will directly support their respective Councils
by managing e-Procurement systems at local level and will provide the
primary source of dedicated and expert procurement advice to councils’
departments and divisions.

This model is fully cognisant of, and aligned to both the development of the
National Procurement Centre of Expertise (NPoCE) for the whole public
sector in Scotland and the sectoral centre of expertise being developed for
Scottish local authorities. TPC in conjunction with partners in the North East
of Scotland will form a geographic hub providing a regional Centre of
Excellence facility within the local authority sector.

B. Adoption of the Tayside Procurement Strategy (2008-2011) and
Action Plan

In 2006 all three Tayside Councils adopted their own individual (but
complementary) procurement strategies and associated workplans to take
forward procurement initiatives in respective councils. The updated Tayside
Procurement Strategy (2008- 2011) incorporates and aligns all of these
strategies into a singular approach by which to raise procurement to the
highest common denominator across Tayside. The workplan details the key
activities that will be delivered for the Councils over the period of the strategy.
The Strategy and Action Plan are attached as Appendix A.

TAYSIDE PROCUREMENT CONSORTIUM - GOVERNANCE
ARRANGEMENTS

Membership of TPC

Membership of TPC will initially be the three Tayside Councils — Angus,
Dundee City and Perth and Kinross Councils. The TPC may, however, be
expanded in due course to involve other public sector partners, where this
would be of mutual benefit.



6.2

6.3

6.4

6.5

6.6

6.7

Powers of the TPC

Senior officers from each of the Councils have been involved in setting the
proposed organisational design of the TPC. This has included consideration
of the most suitable model for allowing the work of the TPC, particularly
contracting on behalf of the three Councils, to be taken forward in accordance
with the proposed Procurement Strategy and its associated Action Plan.

The model had to achieve a balance between operational effectiveness and
the allowance of due scrutiny and oversight by elected members of the
Councils. It should be noted that the current proposed model does not
envisage the setting up of a Joint Committee for oversight of the TPC at this
time and the absence of such delegation if not countered would therefore
require cumbersome and protracted reporting to the Committees of all three
Councils before contracts could be awarded, which would be unworkable.

It is proposed therefore that each authority agrees to delegate to the Chief
Officers of the respective Councils representing them on the TPC Steering
Group all the necessary powers required to enable it to exercise the functions
for which it is established subject to the proposed action (including award of
contracts) being within approved aggregate budget and in accordance with
the Procurement Strategy (2008-2011) and any other TPC procurement policy
approved for that purpose by the TPC Councils.

Delegated Authority and Contract Award

To allow delivery of the collaborative model, the Head of Procurement will
require delegated authority from each member Council to award contracts.
This authority will be sub-delegated by the TPC Steering Group to the Head of
Procurement on a case-by-case basis and on the strength of a report detailing
the value for money achieved for the Councils by the procurement.

As referred to above, it should be noted that these contracts may only be
placed in respect of those commodities which have been identified as suitable
for collaborative activity amongst the Councils and included accordingly in the
Strategy’s Action Plan. Any “windfall” or emerging opportunities will be the
subject of a report back to the Councils for authority to amend the strategy,
potentially on an urgent basis using the relevant Council committee, if
required.

Non-TPC procured works, goods and services will continue to follow the
Council's existing arrangements in terms of delegation and reporting, etc
unless and until identified in a future or amended TPC Procurement strategy
or identified as included within pan-Scotland or pan-sector national
procurement arrangements providing better value for the council that non-
aggregated procurement by the Council on its own. It is expected that TPC
will lead for the Councils in representing their interests on such arrangements
but participation in national projects, such as Scotland Excel, will be the
subject of a future report to Committee.



6.8

6.9

6.10

6.11

6.12

6.13

6.14

6.15

6.16

In addition to specific contract-related authority, it is proposed that the Head of
Procurement will receive from the Steering Group general delegated authority
in respect of day-to-day operation of the CPU.

Contract Rules, Financial Regulations and Oversight

Each of the Councils will require to amend their respective Contract Rules,
Standing Orders, Financial Regulations, Schemes of Administration /
Delegation etc to reflect the establishment of the consortium and its operating
arrangements. This will be the subject of a separate report to Committee in
due course.

A comprehensive quarterly report detailing planned contract activity will be
submitted quarterly to the Steering Group for approval. Contained within this
guarterly report will be a summary of all contract awards made by the TPC in
the previous quarter in exercise of the delegated powers proposed to be
granted in terms of the recommendations of this report. In the interest of
scrutiny and oversight, this summary will be reported to the respective Council
Committees following Steering Group approval.

An annual report summarising the TPC activity will also be submitted to the
Steering Group for approval and to the Council’s Scrutiny Committee.

Representation on the Steering Group
Councils within the TPC will be represented on the Steering Group by the
following officers:

. Director of Corporate Services, Angus Council
. Depute Chief Executive (Finance), Dundee City Council
. Executive Director (Corporate Services), Perth and Kinross Council

The Steering Group will meet on a monthly basis to guide and direct the TPC.

In order to ensure proper governance, and given the critical nature of
excellent communication within the consortium, a project team has been
established, currently meeting on a weekly basis. This project team consists
of the Head of Procurement, Commodity Managers, Corporate Procurement
Managers and e-Procurement Managers from each Council.

The Head of Procurement has overall responsibility for the programme of
work and is accountable to the Steering Group for the delivery of the work
plan, the performance of the TPC and the delivery of the programme. The
Head of Procurement will represent the Consortium at all relevant meetings
and groups and will act as the professional lead for procurement across all
three councils.

Support for the TPC

Dundee City Council will be the employer of the TPC’s staff and provide
administrative and other support to it. It will continue in its role as the lead
authority for TPC. TPC members will agree to pay all costs, expenses and



6.17

6.18

6.19

7.1

8.1

outgoings incurred by the lead authority, each member's share being
calculated in accordance with the agreed contribution rate.

The Work of the TPC

TPC members will commit to use the contracts awarded by TPC as agreed
and reported to the Steering Group. TPC members may make arrangements
to access contracts other than through the consortium where the contract
provided by TPC does not represent best value. When members choose not
use TPC contracts they must provide the Steering Group with a robust
business case supporting their decision.

Memorandum of Understanding

To capture the understanding amongst the Councils on the operation of TPC
and their mutual responsibilities, it is proposed to enter into a Memorandum of
Understanding. This is not a legal agreement but seeks to set out the
respective commitments of the Councils to one another. A copy of the draft
Memorandum of Understanding is attached as Appendix B to this report.

Communications

Critical to the success of the TPC programme will be buy-in from all
stakeholders. A clear communications strategy has been developed to
ensure support and commitment from all internal stakeholders and influencers
at all levels. Presentations have been given to all the Management Groups
across all authorities coupled with a successful launch event of the Tayside
Procurement Consortium which took place on 8 November 2007. TPC will
also actively engage with the local Chambers of Commerce and the
Federation of Small Businesses to progress the support of the local business
community in Tayside.

RESOURCE IMPLICATIONS

The financial implications for the Council have been considered by the
Executive Officer Team. It is anticipated that the expected savings will fully
cover the costs of the TPC (including the Council's procurement team) from
financial year 2008/09 onwards. Any future savings will be worked into the
Council’'s financial planning for 2008/09 onwards.

COUNCIL CORPORATE PLAN OBJECTIVES 2006-2010

This report supports the following objectives of the Council’s Corporate Plan
2006-2010:

. Healthy, Caring Communities
. A Prosperous, Sustainable and Inclusive Economy
. Confident, Active and Inclusive Communities



9. EQUALITIES ASSESSMENT

9.1 The function, policy, procedure or strategy presented in this report was
considered under the Corporate Equalities Assessment Framework and
assessed in relation to the Race/Disability/Gender Equalities Assessment.
The strategy contains a specific section on Equality and Diversity which
addresses all the relevant issues arising from the assessment.

10. STRATEGIC ENVIRONMENTAL ASSESSMENT

10.1 The plan, programme or strategy presented in this report was considered
under the Environmental Assessment (Scotland) Act 2005 and the
determination was made thatthe development is unlikely to have any
significant effects on any of the areas defined in the SEA Guidance. A pre-
screening report has been undertaken for the strategy and subject to approval
by all TPC partners, the strategy will be submitted on that basis for inclusion
on the SEA register.

11. CONCLUSION

11.1 To realise savings that will contribute to the efficiency savings targets set by
the Scottish Government the Councils must progress with the roll out of the e-
Procurement project and implement the next steps of the Procurement
Implementation Programme work streams as part of the Tayside Procurement
Consortium.

11.2 The procurement implementation programme represents a substantial
exercise across the partner Councils and must be suitably resourced, directed
and managed. The Council, in line with other public sector bodies should
embrace this initiative and seek to gain the potential benefits.

Gavin Stevenson
Executive Director (Corporate Services)

Contact Officer: Allan Harrow

Head of Procurement, TPC
Address of Service: Tayside Procurement Consortium

Council Buildings, 2 High Street, Perth PH1 5PH
Date of Report: 18 January 2008

If you or someone you know would like a copy of
this document in another language or format,
(on occasion only, a summary of the document
will be provided in translation), this can be arranged

by contacting committee@pkc.gov.uk

@ Council Text Phone Number 01738 442573




Procurement Plan - 2008 to 2011

“Tayside Procurement Consortium will work to deliver effective and
efficient procurement for the benefit of the organisation and all its
stakeholders”

Five Key Operational Objectives

From the vision the following five key operational objectives for 2008 to 2011
can be identified:

1. Implement an overall Procurement Strategy.
2. Deliver a collaborative procurement approach.
3. Develop the knowledge and skills of those involved in Procurement.

4. Work towards Tayside Procurement Consortium being seen as an
exemplar of best Procurement practice by all stakeholders.

5. Commitment to Continuous improvement and efficiency savings.



Tayside Procurement Consortium will work to deliver effective and
efficient procurement for the benefit of the organisation and all its
stakeholders”

Outcomes Main Actions Priority Completion Owner
Date
Creation, development Agree Vision Critical | March 08 HoP

and delivery of a TPC

procurement strategy Process map — what, who,

how and by when

Create a TPC Delegated Procurement Critical | March 08 HoP
Governance Procurement | Framework
Framework

Authority to purchase
Governance principles
Business conduct

documents
Ongoing assessment of Revise strategy and policy | Critical | Ongoing HoP
delivery of ;
recommendations from Report o Gounciis
McClelland report Realise benefits

Acceptance of requirement for change

Key Risks and Acceptance of importance of Procurement
Dependencies Availability of resource

Commitment to change

Acceptance by audit for revised Governance structure
Approval from committee of vision , objectives and
strategy

HoP Head of Procurement
SPD Scottish Procurement Directorate (Scottish Government)
CPM Corporate Procurement Manager



Tayside Procurement Consortium will work to deliver effective and
efficient procurement for the benefit of the organisation and all its
stakeholders”

Outcomes Main Actions Priority Completion | Responsibility
Date
Creation of a Central | Agree structure Critical March 08 | HoP
Procurement Unit
Agree resource
Implement
Identification of Key Training Critical March 08 | HoP CPMs
Gaunell Usarsand Share information
Contacts
Best practise
Full Contract Audit Thorough review and Necessary | March 08 | CPMs
procurement then
evaluation of all ongoing
existing contracts
Approval / Termination
Renegotiate/Re-tender
Performance monitoring | Implement KPI's Necessary | March 08 | CPMs HoP
Work with EPS to
develop E-proc. KPI's
Organisational capacity | Develop & assist Necessary | March 08 | HoP CPMs
delivery of internal
ey Training &
Specialist Training Desirable Ongoing Developmt
Develop skills base Section
Desirable Ongoing
( CIPS)
¢ High level support required from all areas
* Availability of information — co-operation of all operational
. taff
Risks and p
geeier:zeigzs Avgilability a_nd willingness to commit resource
Ability to deliver.
Ability to ensure compliance to strategy , policy and
protocols
Actual physical resources available
Ability to address the ' what's in it for me " issue

18



Tayside Procurement Consortium will work to deliver effective and
efficient procurement for the benefit of the organisation and all its
stakeholders”

suppliers charter

Outcomes Main Actions Priority Completio | Responsibility
n Date

Development of Update Contract rules | Necessary | Oct 08 HoP

gr:)i;:;ement User Update Contract rules Oct 08 CPMs
guidance
Update Procurement Get 05
Policy

Effective communication | Develop ove_rall Necessary | Ongoing | HoP
communications plan CPM
Periodic newsletter
Establish a database
for Publication
Create User guides Necessary | Oct 08 CPMs HoP
EU guidance Necessary | March 08 | CPMs HoP
Advanced Desirable SPD
Procurement policy
Procurement templates | Critical SPD
Conditions of contract | Critical SPD
Development of a Desirable SPD

Key Risks and
Dependencies

* Initial dependency on SPD to provide information

* Support of management and staff to a corporate approach

e Auvailability of appropriate resource to provide necessary
support / monitoring / audit.

19




Tayside Procurement Consortium will work to deliver effective and
efficient procurement for the benefit of the organisation and all its
stakeholders”

Qutcomes Main Actions Priority Completion Responsibility
Date

Website — user friendly Develop website Necessary | March 08 CPM HoP
Intranet — user friendly Establish a library of Necessary | March 08

guidance tools and

technigues on intranet

pages
Efficiencies from Implement excel Necessary | April 08 CPM HoP
collaborative
procurement
Central register of Information — develop Necessary | March 08 CPM HoP
contracts a standard format

Review use / non use

of contracts

Promotion and

rationalisation of

contracts
Local supplier Develop and agree Necessary | March 08 CPM HoP

engagement improvement plan with
BCI , EC Dev & CoC
* Availability of appropriate information from services
Key Risks and e Procurement and its relationship with Economic
Dependencies Development & Chamber of Commerce

20




Tayside Procurement Consortium will work to deliver effective and
efficient procurement for the benefit of the organisation and all its
stakeholders”

Outcomes Main Actions Priority Completion Responsibility
Date
Compliance Establish an annual Desirable | March 08 CPM

review process for
strategy, policy and
Ownership guidance

Ensure above is up to | Desirable March 08
date and reflects best :

Awareness

practice
Delivery of Implement EPS Desirable | Ongoing CPM
e-Procurement proposals

*  Availability of appropriate resource to provide necessary
support / monitoring / audit.
Mis-match of priorities of consortium members
Key Risks and e Equity of commitment from all members to consortium
Dependencies  Ability of all services to facilitate the roll out of ePS

21
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