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 Foreword Lincolnshire County Council is committed to continual improvement of our service to our
 customers. We identified a need to improve our procurement during the “Managing the Council’s
 Resources Best Value Review”. Producing this strategy is a part of the review recommendations.
 Since the Best Value Report was concluded, there have been a number of key initiatives in the
 area of procurement; notably the National Procurement Strategy for Local Government and the
 2004 Spending Review i.e. Gershon. The Council welcomes these initiatives and seeks to meet
 and hopefully exceed targets set out in this document.
 One of the Council’s Objectives is “to continue to improve performance of the Council in terms of
 delivery of our service and the ways we work”. Making the way which we procure more effective
 and efficient means we can divert more resources to deliver our services. By improving
 procurement we will also contribute to another one of the Council’s Objectives of “providing
 community focused, cost effective services”.
 The Council recently had a Corporate Governance Inspection. An Improvement Board has been
 set up to oversee the transformation of the Council. Key areas for improvement are included in the
 Transformation Programme. Implementing the procurement strategy is one of fifteen programmes
 that is part of that Transformation Programme. This demonstrates the level of support to changing
 the way the Council carries out its procurement now and in the future.
 Finally, only by understanding what we need to focus on and working together corporately to
 deliver these improvements will we obtain best value services for our customers.
 Cllr Nick Carter OBE
 Procurement Portfolio Holder
 and
 Pete Moore
 County Treasurer
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 1 EXECUTIVE SUMMARY
 1.1 What is “procurement”
 In the corporate procurement strategy (“strategy”), procurement means any part of the
 process of acquiring supplies/goods, services and works from all types of suppliers including
 in-house service providers. It spans the whole purchasing cycle from identifying needs
 through to the end of a service contract or the end of a useful life of an asset. The key
 outcome of any procurement is to provide best value for money. For services, the process
 includes option appraisal (the "make or buy" decision) which may result in a change to the
 provision of that service.
 1.2 The Council’s procurement objective
 “Lincolnshire County Council’s overall procurement objective is to improve its procurement
 capability so that it supports the Council primarily to achieve;
 • community focused cost effective services,
 • continue to improve performance of the Council in terms of delivering our services and
 the ways in which we work and
 • excellence by 2007.”
 1.3. Achieving the objective
 To achieve this objective a step change is required to improve the coordination of
 procurement throughout the Council. By achieving the following four deliverables over the
 next three years will indicate that the Council is moving closer to this objective;
 • delivery of the corporate procurement unit agreed objectives as stated in Appendix 2,
 • financial targets set by 2004 spending review sometimes referred to as Gershon,
 • national objectives e.g. e-gov, Byatt, Rethinking Construction, National Procurement
 Strategy for Local Government and soon the National Procurement Strategy for the Fire
 and Rescue Service and
 • a score of 3 or more in the value for money part of the Comprehensive Performance
 Assessment.
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 1.4. Flexible Framework - the four strands
 Procurement is involved in many different areas and at a number of levels. For these
 reasons it easier to split it up. This strategy splits procurement into four strands. These
 strands are;
 1. purchasing - things we buy,
 2. make or buy – what the options are with frontline and support services we provide,
 3. the processes and systems we use for procurement and
 4. programme management - how we co-ordinate and prioritise the first three strands.
 Strand 1; Purchasing
 Purchasing is carried out across the Council by all Directorates with each budget holder
 responsible for their own budget (devolved structure). The amount of money the Council
 spends externally was over £320 million in 2004/5 of which, around 42% is with long term
 contracts. This money was spent on various different procurement categories and examples
 of these ranges from: construction to stationery; professional services to electricity;
 advertising to vehicles; and commissioning adult and children’s services to leasing
 equipment. These suppliers/goods, services and works can be thought of as forming
 categories. To improve the purchasing strand we need to understand; what is being bought,
 how it is purchased, from where, who is buying it, when we need it and why. By forming
 category groups we can start to resolve the answers to these questions for each category.
 Formation and development of these category groups will be assisted by the Corporate
 Procurement Unit. The key initial requirement for each category is to agree a category
 strategy. In other words, to customise an approach to purchasing that is appropriate and
 relevant for the item/service/works concerned. The proposed projects from each category
 strategy will be essential in forming a prioritised Implementation Plan (strand 4).
 Strand 2; Make or Buy
 The Make or Buy strand is only relevant for services the Council may perform itself. To
 provide best value for money to the Council Tax Payer, the Council will always choose the
 best way to deliver these services. There may be a number of options to deliver the service
 and choosing the best option may depend on one or more key factors. A Best Value Review
 or similar value for money test for that service evaluates what the best service delivery
 option is. They are comprehensive and require considerable resource to robustly
 demonstrate the best option. The BVR programme, or any additional similar value for money
 tests, needs to be prioritised. One of the factors for prioritisation may be the Council’s
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 procurement capability. To gage the potential resource implications of the Best Value
 Review programme for procurement a simple subjective Best Value Review score for each
 service needs to be generated by its service manager. The Corporate Procurement Unit will
 assist the service manager in production of the simple subjective score. This score, in
 conjunction with other linked cross cutting services, and the service’s strategy will help
 prioritise the Best Value Review programme or similar value for money tests. This
 information will be essential in forming a prioritised Implementation Plan (strand 4).
 The Corporate Procurement Unit will assist the Best Value Review team or any similar value
 for money test project team on obtaining sufficient evidence for the “compete” part of the
 Best Value Review or similar stage in the value for money test project. Any subsequent
 purchasing project out of a Best Value Review or similar value for money test is part of
 strand 1.
 Strand 3; Processes and Systems
 Procurement uses a number of different process or systems from simple ones, like buying a
 car parking ticket and claiming through expenses, to quite complicated ones, like conducting
 a Private Finance Initiative (PFI) outsourcing tender process. Improving certain process
 and/or systems may provide significant benefits to the Council. Working out what needs to
 be improved first depends on a number of factors like:
 • how much time can be saved overall
 • what is the cost/resource required
 • does it reduce the Council’s exposure to risk
 • will it meet the requirements for internal financial control
 • is the process or system being reviewed and/or upgraded?
 An appropriate detailed strategy is also needed for each process/system. Each
 process/system strategy will as a minimum indicate any dependencies, what the drivers are
 to change the process/system and the potential benefits. This information will be essential in
 forming a prioritised Implementation Plan (strand 4).
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 Strand 4; Programme Management - Coordination of strands 1 to 3
 The fourth strand ensures that: the Council’s procurement resources are aligned to its
 procurement objective; there is no duplication; benefits are optimised; and projects are
 delivered. Potential projects are prioritised from the first three strands; purchasing, make or
 buy and process/systems to form the Implementation Plan. The projects order are
 dependent on factors like;
 • is it a “quick win”,
 • does the Council have the right capability (e.g. people, skills, knowledge) to currently
 deliver this project, if not, what is the best way to obtain this capability,
 • are the benefits aligned with the objectives
 • do we need to do this, for example, a current contract is about to expire?
 Each project will need to be managed to make sure they are delivered on time and to
 budget. Management of these projects will, wherever possible, use the Council’s existing
 project management systems.
 1.5 Performance Measurement
 Knowing when we have achieved good/excellent practice for all procurement has to be
 measured and monitored corporately. Procurement performance will be measured via Key
 Performance Indicator’s (KPI) and set at the following three levels;
 • corporate (e.g. achieving the National Procurement Strategy for Local Government
 milestones on time)
 • programme (e.g. the efficiency savings forecasted on the projects in the programme
 against the amount realised)
 • project/contract (e.g. the total value of contracts that are rated on average “good” or
 better from internal stake holder’s).
 1.6 Procurement Governance
 The Corporate Procurement Management Group (CPMG) is responsible for implementation
 of this strategy. This group reports to the Gershon Board which has the Portfolio Holder for
 Procurement and the officers Procurement champion on it.
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 The Transformation Programme’s “Implement Procurement Strategy” Reference Group will
 form a consultation group and interact with the CPMG. After the Transformation Programme
 has “ended” the Reference Group structure will be a consultation group.
 1.7 Programme of the Key Elements
 By September 2005; • Published an agreed Corporate Procurement Strategy. • Quick Wins identified.
 By December 2005; • Purchasing, Make or Buy and Process/system strategies published and agreed for 80%
 spend , 80% budget and 50% by number respectively. By March 2006; • Published an agreed Implementation Plan. • Realisation and delivery of the Quick Wins.
 By March 2007; • Embedded the Corporate Procurement Strategy processes and systems in the Council.
 1.8 Strategy Framework
 To achieve procurement’s objective there are a number of requirements to consider. This
 strategy provides a framework to describe how all these requirements are to be
 approached.
 1.9 Glossary of Procurement Terms
 This strategy contains a glossary of procurement terms in Section 8.
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 2 BACKGROUND AND INTRODUCTION
 2.1 Best Value Review of Procurement
 Lincolnshire County Council (the “Council”) has identified the need to improve its
 procurement from its “Managing the Council’s Resources Best Value Review” concluded on
 7th October 2003. This review took into account various procurement initiatives e.g. The Joint
 Response by the Office of Deputy Prime Minister and the Local Government Association to
 the Local Government Taskforce report ‘Delivering Better Services for Citizens’, Rethinking
 Construction, etc. The Best Value Review recommended a Corporate Procurement Unit was
 formed and one of its first tasks was to produce this strategy. The “Managing the Council’s
 Resources Best Value Review can be found on the Council’s website.
 2.2 National Procurement Strategy for Local Government
 The Office of the Deputy Prime Minister released the National Procurement Strategy for
 Local Government in October 2003. The Council needs to complete 20 of the milestones
 which start at the end of March 2005 and end in March 2008. The National Procurement
 Strategy for Local Government is divided into the following six chapters:
 • Procurement Matters
 • Cultural Shift
 • Providing Leadership and Building Capacity
 • Partnering and Collaboration
 • Doing Business Electronically
 • Stimulating Markets and Achieving Community Benefits.
 The National Procurement Strategy for Local Government and its milestones can be found
 on the Office of the Deputy Prime Minister’s website.
 2.3 National Procurement Strategy for the Fire and Rescue Service
 The Office of the Deputy Prime Minister released the consultation draft of the National
 Procurement Strategy for the Fire and Rescue Service with the consultation period ending in
 December 2004. This covers similar areas to the National Procurement Strategy for Local
 Government, however, its main difference is the setting up of a national function to procure
 goods, services and works that are specific to the Fire and Rescue Service.

Page 11
						

20th June 2005 Page 11 of 51
 2.4 2004 Spending Review (Gershon)
 The 2004 Spending Review, released in July 2004 by HM Treasury, requires 2.5% efficiency
 savings year on year from the Council until 2007/08. Over half of the 2.5% efficiency savings
 must be “cashable”. The four work streams that the Council’s procurement function can have
 an impact on are:
 • procurement
 • back office
 • transactional services
 • productive time of front line staff.
 The back office work stream is connected to procurement via the Make or Buy strand with its
 involvement in Best Value Reviews. If the conclusion of a review is the back office area is
 decided to be outsourced then this sits in the purchasing strand. Procurement impacts on the
 transactional services and productive time of front line staff work streams via the processes
 and systems strand. The 2004 Spending Review can be found on the HM Treasury’s
 website.
 2.5 Excellence by 2007
 The Council also has a goal of achieving “excellence by 2007”. One way that this goal can
 be measured is by the Council’s Comprehensive Performance Assessment (CPA) overall
 score. The CPA covers the activities the Council performs. For the period 2005 to 2008 it
 involves conducting the following assessments:
 • corporate
 • use of resources
 • level 1 services and level 2 services.
 To achieve an overall CPA score of “excellent” a score of 3 or more is required in the ‘value
 for money’ part of the use of resources section. The parts of the CPA ‘value for money’
 section that are relevant to procurement are:
 i) “The council follows good procurement practice, knows where the greatest benefits
 can be gained and acts on these effectively.”
 ii) “It has used joint procurement and works with the LSP and other partners to improve
 value.”
 iii) “Procurement decisions are not based solely on lowest cost options but on achieving
 greatest benefit to the public purse, for example, securing additional health or
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 environmental benefits and opportunities for joint procurement with partners are
 actively pursued”
 iv) Significant and identifiable savings have been achieved throughout procurement and
 internal reviews without unintended loss of quality or quality increased at no extra cost.
 The Comprehensive Performance Assessment can be found on the Audit Commission’s
 website.
 2.6 Opportunities
 It is believed that procurement within local government could be improved and that there are
 significant benefits to be obtained. The Council has previously been leading the way in
 some areas of its procurement approach by letting large complex contracts, such as the
 strategic partnering contracts with HBS, Centre for British Teachers, Translinc, Highways
 Works Term contract and Jacobs Babtie which have already delivered significant benefits. In
 addition, the Council also use Eastern Shires Purchasing Organisation (ESPO) as a
 purchasing agent for various goods and services and already benefits from collaboration and
 aggregation. The Council believes that there are still further benefits to be obtained from
 procurement, however, to realise these benefits it will be more difficult and new approaches
 are required.
 2.7 Implement Procurement Strategy
 The Council’s recent Corporate Governance Inspection concluded that the Council needs to
 improve. One of the areas that the Council has decided it needs to improve is procurement.
 The ‘Implement Procurement Strategy’ is one of the fifteen programmes on the
 Transformation Programme.
 The key elements of the Implement Procurement Strategy programme are; By September 2005;
 • Published an agreed Corporate Procurement Strategy.
 • Quick Wins identified.
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 By December 2005;
 • Purchasing, Make or Buy and Process/system strategies published and agreed for 80%
 spend , 80% budget and 50% by number respectively.
 By March 2006;
 • Published an agreed Implementation Plan.
 • Realisation and delivery of the Quick Wins.
 By March 2007;
 • Embedded the Corporate Procurement Strategy processes and systems in the Council.
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 3 THE APPROACH TO PROCUREMENT OVER THE NEXT THREE YEARS 3.1 The Corporate Procurement Strategy
 The Corporate Procurement Strategy (the “strategy”) is the mechanism to make sure that
 procurement takes place in line with an organisation’s strategic objectives. It provides a
 framework within which individuals and departments of an organisation can operate in and
 be measured against. It is a series of key steps or activities that must be reviewed and
 considered, the output being a clear statement of intent with regard to the way the
 organisation “makes” or buys.
 3.2 Procurement’s Overall Objective
 Lincolnshire County Council’s (the “Council”) overall procurement objective is to improve its
 procurement capability so that it supports the Council primarily to achieve:
 • community focused cost effective services
 • continue to improve performance of the Council in terms of delivering our services and
 the ways in which we work
 • excellence by 2007.
 The Council needs to achieve the following four deliverables (previously covered in the
 Section 2) associated with procurement which are:
 • implementing the recommendations of the “Managing the Council’s Resources Best
 Value Review” (see Appendix 2 for the CPU’s Terms of Reference),
 • achieving procurement related 2004 Spending Review efficiency savings,
 • national objectives e.g. e-gov, Byatt, Rethinking Construction, National Procurement
 Strategy for Local Government and soon the National Procurement Strategy for the
 Fire and Rescue Service
 • a score of 3 or more in the value for money part of the Comprehensive Performance
 Assessment.
 The first deliverable is specific to the Council. The second objective includes the National
 Procurement Strategy for Local Government, which was released after the Best Value
 Review of Procurement was concluded. The third deliverable includes the procurement
 efficiency saving targets that are required in addition to the first two points. The final
 deliverable came out of the Transformation Programme which caused by the Council’s
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 Corporate Governance Inspection. The Corporate Procurement Unit will manage delivery of
 these four deliverables.
 3.3 An Immediate Step Change
 To achieve procurement’s four deliverables an immediate step change in procurement is
 required. The momentum for this change is due to the Council realising it needs to improve
 its procurement performance. To achieve this step change the Council needs to adopt a
 corporate procurement approach to provide better co-ordination across the Council’s
 devolved procurement areas so that the maximum benefits are obtained with all the
 resources available. This change will provide the optimum way of managing the Council’s
 resources (e.g. money, people, assets, knowledge) so that the Council achieves its
 Ambitions and Objectives either directly or indirectly.
 3.3 Coordinated Procurement Situation in LCC - Diagram
 The above diagram represents a corporate approach to procurement. It is represented as a
 large diameter “wheel” expanded due to capability development and efficiencies. At the
 centre of the wheel is the Corporate Procurement Unit which has three robust “spokes”;
 purchasing, make or buy and process/system. The spokes are securely positioned in the
 Corporate Procurement Unit and embedded in all the devolved procurement carried out by
 the Council. The devolved procurement areas are bound by a programme management
 2004/05 2005/06 2006/07 2007/08
 Procurement’s four deliverables
 Continual improvement
 Step change
 Devolved procurement areas within LCC
 CPU
 Purchasing
 Make or buy
 Process/ System
 Programme Management
 M O M E N T U M
 Development and Efficient use of Capability
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 “ring”. The corporate approach to procurement will allow the Council to implement a step
 change and to continually improve.
 Not all procurement will be programme/project managed, for example, day to day purchasing
 activity will be unaffected unless it is within the scope of a project.
 3.4 Flexible framework - the four strands
 This strategy provides a flexible framework to deliver procurement’s overall objective and its
 four deliverables. The four strands that provide that flexibility are:
 • purchasing - things we buy
 • make or buy – what the options are with frontline and support services we provide
 • the processes and systems we use for procurement
 • programme management - how we co-ordinate and prioritise the first 3 strands.
 Strand 1; Purchasing The purchasing strand looks at the different categories of external expenditure with suppliers
 which was over £320 million in 2004/5 and around 42% of this is with long term contracts.
 All the category areas are to be initially set up in line with the external market place to cover
 all suppliers/goods, services and works. Examples of what purchasing categories may
 include ranges from: construction to stationery; professional services to electricity;
 advertising to vehicles; and commissioning adult and children’s services to leasing
 equipment. By forming category groups we can manage purchasing better. Formation and
 development of these category groups will be assisted by the Corporate Procurement Unit. A
 key part of this is to agree specific category strategies early on and to prioritise any projects
 from these categories. In other words, to customise an approach to purchasing that is
 appropriate and relevant for the item/service/works concerned. The proposed projects from
 each category strategy will be essential in forming a prioritised Implementation Plan (strand
 4).
 Strand 2; Make or Buy
 The Make or Buy strand looks at internal services that the Council may perform itself. The
 Council may be currently providing the service or may be considering providing the service.
 To provide best value for money to the Council Tax Payer, the Council will always choose
 the best way to deliver services. There may be a number of options to deliver the service
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 and choosing the best option may depend on one or more key factors. The method of
 choosing the best option is called an “option appraisal”. The option appraisal initially looks at
 the factors that may affect a decision on what to do about providing that service. Examples
 of some of the factors are; the quality of existing service, the resources to improve the
 service, specific risks and the cost of the existing service.
 The Council is likely to conduct Make or Buy projects in two different ways; a planned
 programme or ad hoc. They both involve a Best Value Review or similar value for money
 test. To help prioritise the Best Value Review or similar value for money test Programme
 the service manager needs to carry out a simple subjective assessment for their service,
 using the Service Delivery Option Scoring Matrix contained in the Best Value Review
 Manual, which considers varoius factors.. The services score, in conjunction with other
 linked/cross cutting services scores, and the service’s strategy will help prioritise the Best
 Value Review programme. If a tendering exercise is required as an output of any Best Value
 Review or similar value for money test then this needs to is included in Strand 1.
 Strand 3; Process/Systems
 The process/system strand is in this strategy is concerned with procurement process and
 systems which includes areas like; the procure-to-pay process, tendering, contract
 management, and expenses. It also includes processes, systems and procedures that are
 related or connected directly to them for example; management reporting, electronic data
 management, policies, guidelines, internet and intranet sites as they form part of the
 “process”. It would exclude buying a hardware and software system which is a purchasing
 project.
 Strand 4; Programme Management The fourth strand, Programme Management, links all the project proposals that are produced
 by the strands 1 to 3; Purchasing, Make or Buy and Process/System. It ensures that factors
 like: the Council’s procurement resources are aligned to its procurement objective; there is
 no duplication; benefits are optimised; and projects are delivered. Potential projects are
 prioritised corporately to form the detailed Implementation Plan. This plan is to be updated
 regularly to enable all the Council’s procurement resources to be prioritised so that the four
 procurement deliverables can be achieved. The order of the projects’ in the Implementation
 Plan is dependant on factors like:
 • is it a “quick win”
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 • does the Council have the right capability (e.g. people, skills, knowledge) to currently
 deliver this project, if not, what is the best way to obtain this capacity
 • are the benefits aligned with the objectives
 • do we need to do this, for example, a current contract is about to expire?
 Each project within the Implementation Plan the will need to be managed to make sure they
 are delivered on time and to budget. No project will be on the Implementation Plan without
 meeting all the “essentials”, for example, a signed off robust business case. Management of
 these projects will, wherever possible, use the Council’s existing programme and project
 management systems. All projects will need to have the correct authorisation as indicated in
 the Constitution. The Implementation Plan will be on-going and revised through the life of
 this strategy.
 3.5 Integration with other Relevant Strategies
 Procurement must be aligned to the Council’s Ambitions and Objectives and any other
 relevant corporate strategies, for example, People Strategy, County-wide Community
 Strategy, Risk Management Strategy, Providing for Lincolnshire’s Future - a Sustainability
 Framework and Managing Diversity Strategy.
 3.6 Corporate Procurement Communication
 Any procurement communication to members, officers, suppliers and other stakeholders will
 always be in line with the Council’s communication strategy and seek to use the existing
 communication channels. This includes any awareness communication and training about
 this strategy.
 In order to assist coordination of purchasing, information on what contracts the Council has
 entered into or is expecting to enter into, over the quotation threshold (currently £10,000),
 will be available via a central “contracts register” which will be updated regularly.
 3.7 Common Documentation
 The Corporate Procurement Unit, in conjunction with all relevant stakeholders, will be
 producing new procurement standard documentation and amending some current
 procurement documentation so that it is standard throughout the Council. The prime aim of
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 this common documentation is to provide procurement support and guidance to all staff with
 different levels of involvement and experience.
 The procurement documentation is divided into the following different types:
 • Corporate Procurement Strategy - outlines the overall corporate direction of all
 procurement within the Council.
 • Category, Service and Process/System Strategies - outlines the overall direction of
 a purchasing category, service and process/system for all relevant parts of the Council
 that use them.
 • Procurement Policy - outlines the ‘what’, ‘when’, who’ and ‘where’ elements and is
 used in conjunction with the Contract and Financial Regulations.
 • Procurement Procedures - sets out how a series of related tasks should be carried
 out e.g. tendering procedure, standing lists.
 • Procurement Work Instructions – a step by step guide to carrying out key tasks e.g.
 tender receipt, tender opening.
 • Local Procurement Work Instruction Schedules - provides relevant local detail so
 that the Corporate Procurement Work Instructions can be used across the Council. For
 example, the tender receipt work instruction cannot state where the tenders are to be
 locked away prior to opening, this has to be coved by a local work instruction.
 • Procurement Guidance – provides related detailed supporting information to all of the
 above documentation if needed.
 The relationship of these procurement documents are represented in diagram 3.7 below.
 All the procurement documentation, except the completed Local Work Instruction schedules,
 will be easily accessible on the Council’s intranet site, George, in one place with hyperlinks
 to other relevant corporate strategies, policies and procedures. For efficiency, suitable
 documentation produced externally, e.g. Office of Government Commerce’s Successful
 Delivery Toolkit and Gateway, will be used wherever practicable and amended as
 necessary.
 A library of good practice examples of procurement documentation is to be made available
 and updated which will stop duplication and enable continuous improvement.
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 Corporate Procurement
 Strategy
 Corporate Procurement
 Policy
 Contract and Financial Regulations
 Tender Procedure Quotation Procedure Purchase-to- Pay Procedure
 “Other” Procedures e.g. Procurement
 Cards
 Link to Ambitions and Objectives Link to other relevant strategies
 Link to other relevant policies
 Work Instructions
 Local Work Instructions
 G U I D A N C E
 Corporate Procurement
 Strategy
 Corporate Procurement
 Policy
 Contract and Financial Regulations
 Tender Procedure Quotation Procedure Purchase-to- Pay Procedure
 “Other” Procedures e.g. Procurement
 Cards
 Link to Ambitions and Objectives Link to other relevant strategies
 Link to other relevant policies
 Work Instructions
 Local Work Instructions
 G U I D A N C E
 3.7 Documentation relationship diagram
 3.8 Who and What is Affected by this Strategy?
 The scope of this strategy and procurement – includes supplies/goods, services, works
 (which may include building leases in certain circumstances), equipment leases, PPP’s, PFI,
 Best Value Reviews, transaction processes involved in procuring (e.g. requisition, Purchase
 Order, invoice) and procurement procedures (e.g. quotation, tender). It also includes within
 the scope of this strategy services that the Council may perform itself.
 This strategy applies to all Directorates, units and establishments of the Council except for
 schools. Where the Council engages the services of an external organisation to act as its
 agent in letting contracts on behalf of the Council, it is a requirement of the terms of
 engagement of the external organisation that they comply, where relevant, with this strategy
 in letting contracts on behalf of the Council.
 (including category, service and process/system strategies)
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 3.9 Schools
 This strategy does not apply directly to schools, however, because schools are targeted to
 achieve 40% 2004 Spending Review efficiency savings they should be encouraged to be
 involved. For example, some schools will be significant stakeholders and will benefit
 considerably from being involved in procurement projects.
 Where the Council offers a “buy back service” for schools it should provide schools with
 unbiased information and advice on that buy back service including its performance. In
 addition, where possible, the Council shall assist schools with a brokerage type of
 procurement service which will provide some advice and performance measurement on
 alternative providers as well.
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 4 PROVIDING LEADERSHIP AND BUILDING CAPACITY
 4.1 Providing Leadership and Building Capacity Commitment
 The Council is committed to providing leadership, building capacity and improving capability
 in procurement and this strategy confirms that there is;
 “a commitment from the top of the council (leader, corporate management team,
 procurement champion) to procurement excellence by managing it strategically and
 resourcing it adequately.”
 4.2 Procurement Governance
 The Council is complex, large, geographically diverse and primarily organised for service
 delivery. Procurement occurs across all of the Council so its procurement governance must
 allow for this. In addition, the governance structure must be simple and fit in with other
 structures. It is for this reason that the governance of this procurement strategy will sit under
 the Gershon Board. The Gershon Board includes the Portfolio Holder for Procurement and
 the Officers Procurement Champion.
 For efficiency, the Corporate Procurement Management Group (CPMG) shall report to the
 Gershon Board. The CPMG will manage the implementation of this strategy and be involved
 in this strategy’s review.
 The CPMG is to comprise of a representative from the following; each Directorate, the
 Corporate Procurement Unit, the Best Value Review area and the Business Modernisation
 Unit.
 The Transformation Programme’s “Implement Procurement Strategy” Reference Group will
 form a consultation group and interact with the CPMG. After the Transformation Programme
 has “ended” the Implement Procurement Strategy Reference Group structure is expected to
 still be a consultation group. The Reference Group will allow for disciplines/areas that are
 linked to procurement to participate, for example, risk, legal services, equality, sustainability,
 community partnerships.
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 4.3 Roles and Responsibilities
 The Gershon Board shall be responsible for the following:
 • overseeing the implementation and embedding of this strategy;
 • recommending changes to this strategy annually to the appropriate team/group;
 • recommending mandatory contracts to the appropriate team/group; and
 • periodically monitoring procurement’s progress.
 The Corporate Procurement Management Group shall be responsible for the following:
 • implementation and embedding this strategy;
 • proposing changes to this strategy annually to the Gershon Board;
 • recommending mandatory contracts to the Gershon Board; and
 • reporting periodically on procurement’s progress to the Gershon Board and
 Corporate Management Team.
 In addition to the Corporate Procurement Unit’s Terms of Reference set out in Appendix 2, it
 shall be responsible for the following;
 • developing with the appropriate stakeholders category, service and process/system
 strategies,
 • developing and maintaining the Implementation Plan,
 • developing with the appropriate stakeholders proposals for procurement policies and
 procedures,
 • the compete part of a Best Value Review and
 • providing procurement performance management information to the Corporate
 Procurement Management Group.
 4.4 Prioritisation, Continual Improvement and Innovation
 The Council’s Procurement Implementation Plan will identify potential projects in the first
 three strands and prioritise them all. A number of the “quick win” projects will be initiated
 before the Implementation Plan is developed.
 The Council will evaluate purchasing projects on a value for money basis and as a minimum
 take into account the Council’s actual needs, the risks and the whole life costs. The Council
 will consider a realistic total acquisition cost for all purchasing projects. For a vast majority of
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 purchasing projects the Council will use the “most economical advantageous tender” award
 criteria.
 The Council will aim to reduce its total average tender time period for all “repeat“ tenders by
 25% by the end of 2007/08 against its 2003 baseline by the Council being more efficient.
 This does not mean that the Council will reduce the time that tenders respond to tenders
 unless that process can be made more efficient for example; standard qualification
 questionnaires, tenders are made more supplier friendly. For tenders that the Public
 Procurement Regulations apply the time period is measured from the when the OJEU
 contract notice is published to the contract award notice is published. This objective is linked
 to two of the National Procurement Strategy for Local Government milestones.
 4.5 Best Value Reviews or Similar Value for Money Tests
 Procurement shall be involved in the “compete” part of each Best Value Review or similar
 value for money test and also if the service is competitively tendered.
 The Office of the Deputy Prime Minister’s Circular 03/2003 (Best Value and Performance
 Improvement) calls for “innovative approaches to commissioning, procuring, and providing
 services which genuinely challenge existing ways of doing things and enable service users,
 staff and management to feel engaged and involved throughout. The cross-cutting review of
 the Role of the Voluntary and Community Sector in Service Delivery echoed this amongst
 voluntary sector providers". The Council is committed to achieve these aims.
 The Council shall also consider the new trading powers it may be able to use as another
 Service Delivery option in its Best Value Review process.
 In addition to the Best Value Review process, a more cross cutting review looking at
 common functions within a number of different areas may also be investigated and form a
 Best Value Review or similar value for money test project. For example, optimising the
 number of people with SAP licences by combining functions.
 4.6 Benefits, Change, Performance and Risk Management
 Only when actual projects are being delivered, areas like; benefits, changes, performance
 and risk management will be required, therefore, each project will need to consider them.
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 4.7 Key Performance Indicators
 The Key Performance Indicator’s (KPI) for procurement are at three levels;
 • corporate
 • programme
 • project/contract management.
 Corporate KPI
 KPI Description Target
 Total number of the relevant National Procurement Strategy for
 Local Government milestones achieved each year on or before
 time
 By 31/3/2005 = 10
 By 31/3/2006 = 8
 By 31/3/2007 = 2
 Efficiency cashable savings generated by procurement and
 realised by the Council
 2005/6 = £0.5M
 2006/7 = £1M
 2007/8 = £2.1M
 Efficiency non-cashable savings generated by procurement
 and realised by the Council – it excludes the Business
 Modernisation Unit’s Gershon savings that are related to
 procurement.
 2005/6 = £0.1M
 2006/7 = £0.2M
 2007/8 = £0.3M
 Percentage of total annual spend for all finalised category
 strategies against total non-school annual spend 2004/5
 baseline
 Dec 2005 = 80%
 2006/7 = 90%
 2007/8 = 95%
 Percentage of total budget for all finalised service strategies
 against non-school total annual budget 2004/5 baseline
 Dec 2005 = 80%
 2006/7 = 90%
 2007/8 = 95%
 The percentage of the number of all finalised of procurement
 related process/system against the number of process/system
 strategies identified in the 2004/5 baseline
 Dec 2005 = 50%
 2006/7 = 60%
 2007/8 = 70%
 Percentage reduction in the number of suppliers that have
 been issued with one or more SAP Purchase Order in the
 financial year against the 2004/05 baseline.
 50%*
 Total spend over the financial year through one or more types
 of e-procurement e.g. e-marketplace, procurement cards, e-
 tendering. This excludes SAP Purchase Orders and BACS.
 £50M*
 * by end of 2007/08
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 Programme and Category KPI
 KPI Description Target
 Percentage of efficiency savings forecasted on the projects in
 the Implementation Plan against the amount realised.
 100%
 Total spend over the financial year that is through new
 mandatory contracts against 2004/05 baseline.
 £50M*
 * by end of 2007/08
 Project/Contract Management KPI
 KPI Description Target
 Percentage of the total non-school value of projects finished
 within time according to the initial approved project plan.
 100%*
 Percentage of the total non-school value of projects finished
 within budget according to the initial approved project budget.
 100%*
 Percentage of the total non-school value of contracts that are
 rated on average “good” or better from internal stake holder’s
 questionnaires.
 90%*
 The percentage reduction of non-conformance reports sent to
 suppliers over the financial year against the 2005/6 baseline.
 50%*
 * by end of 2007/08
 4.8 Development of Procurement Competencies
 Having the right capability implies that staff have the right level of competency. Competency
 is a combination of knowledge, skill, experience, understanding, ability, application,
 behaviour, aptitude, attitude and performance. As a “one size does not fit all” approach to
 developing competency, the Council has to have a range of development paths to suit all
 situations. The three main competency elements that are applicable to procurement areas
 are; relevant knowledge, skills and experiences. Knowledge in an area is an individual's
 understanding of a market area, subject, technique or concept. Skill in an area is the
 practiced application of a subject, technique or concept. Experience in an area is an
 individual's exposure to, involvement with, and skill in, a market area, subject, technique or
 concept.
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 The most appropriate time to look at competency is before prioritising projects. For example,
 a project may only deliver its benefits if the project team’s competency is appropriate.
 One of the key factors about procurement competency is although the purchasing cycle is
 the same; the markets knowledge required can be very different. For example, letting
 contracts in an office equipment market is different to letting contracts in a construction
 (works) market. Delivering a procurement project, with the right level of support, is a practical
 way to develop competencies.
 The Council shall include procurement in the appraisal system for officers that carry out
 procurement functions and set up a central corporate procurement development and training
 budget.
 4.9 Procurement Agents and Procurement Consultants
 The Council will need to appoint procurement agents and/or procurement consultants where
 it does not have appropriate capability e.g. resource, competency, skills and knowledge.
 Where procurement agents and/or consultants are used for purchasing projects the Council
 shall make sure that it learns (knowledge, skills and experiences) so that, as a minimum, it
 can provide the necessary level of contract management when there is no external
 assistance. In time, the Council will build up capability in certain areas to let similar or repeat
 contracts with less or no external assistance.
 For goods and services that ESPO has experience in, the Council shall always consider
 ESPO to be its procurement agent. For the avoidance of doubt, this includes purchasing of
 bespoke services or, in other words, the competitive tendering of services.
 4.10 Legislation
 The Council shall comply with all legislation affecting procurement in the most efficient,
 effective and economical way possible.
 Each category strategy will be required to identify the legislation connected to it and make
 sure that the Council complies with it.
 For contracts above £75,000, the Council will aim to contract on terms and conditions
 approved by Legal Services. To achieve this the Council may need to use more standard
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 terms and conditions generated internally or standardise on industry standard conditions
 (“model forms”). The level of risk and approach to terms and conditions will be contained
 within each category strategy.
 Where the risk to the Council is medium to high and the value of the contract is below
 £75,000, general guidance on the most appropriate terms and conditions may be provided
 by the CPU.
 Where the risk to the Council is low, the supplier’s terms and conditions may be used. For
 example, an officer buying a railway ticket using a Procurement Card would use the
 supplier’s terms and conditions.
 4.11 Consultation and Review of this Strategy
 This strategy has been subject to consultation within the Council with the following, through
 the Corporate Management Team, Gershon Board, strategic partners (e.g. ESPO and HBS),
 Trade Unions and the “Implement Procurement Strategy” Reference Group.
 This strategy shall be reviewed annually. All of the following stakeholders shall be consulted
 when it is reviewed:
 • Executive
 • Corporate Management Team
 • Gershon Board
 • Corporate Procurement Management Group
 • Strategic Partners
 • Trade Unions
 • “Implement Procurement Strategy” Reference Group.
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 5 PARTNERING AND COLLABORATION
 5.1 Partnering and Collaboration Commitment
 The Council is dedicated to partnering and collaboration. This strategy confirms that there is;
 “a commitment to partnering from the Council to the delivery of better services to citizens
 though the creation of sustainable partnerships between councils and suppliers in the public,
 private, social enterprise and voluntary sectors for the delivery of services and the carrying
 out of major projects, including construction. Also the Council is committed to collaboration
 by obtaining better value by bringing councils and other public bodies together at local,
 regional and national levels as a minimum to combine their buying power, create shared
 services and process/systems.”
 5.2 Internal and External Collaboration
 To achieve the maximum benefit from each purchasing project, the Council must work
 together to combine its requirements so that suppliers compete for a larger contract. So that
 suppliers provide their best value tender, they must be sure that the successful tenderer’s
 contract volume will not be diluted by officers buying elsewhere. Therefore if a tender or an
 existing contract provides value for money, as determined by its category group, then the
 CPMG will propose to the Gershon Board to recommend to CMT that it is made compulsory.
 In other words, when CMT have made the contract mandatory all officers must use it.
 Exemptions to the mandatory contracts will be set in the recommendation to CMT and
 expected to be used only in exceptional circumstances.
 Where applicable, officers will need to participate as necessary in the development of any
 collaboration in their relevant procurement areas.
 The Council should identify opportunities for collaboration with neighbouring councils for
 combining their buying power, shared commissioning and/or delivery of services. ESPO, the
 East Midlands Centre of Excellence and the Lincolnshire Procurement Forum (a forum of
 public authorities’ procurement representatives within Lincolnshire) will be key to achieving
 this. The Council already uses a tried and tested external collaboration approach for a large
 variety of common goods and services - ESPO.
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 The Council should also identify opportunities for collaboration on process/systems,
 particularly, through HBS.
 If an opportunity is identified by external collaboration then this should be considered by
 looking at the effort involved and the overall benefit over the short, medium and long term.
 One of the benefits that need to be considered is continuous improvement to an area and/or
 function. For example, if a collaborative contract is set up then the “quality” of the contract
 may improve faster due to more people being involved.
 5.3 Partnerships
 The Council recognises that a true strategic partnership approach will deliver value for
 money only in certain circumstances. It also understands that this approach requires
 substantial investment to make sure the partnership works. Each category strategy will
 evaluate if a strategic partnership is a viable contract relationship option.
 For any strategic partnership to flourish common mutual objectives for all the partnering
 parties are essential. It should be in all the parties interests to help their partners work
 together to be more economical, effective and efficient. If there is no incentive mechanism in
 a partnership contract for relevant parties to mutually benefit either directly or indirectly from
 continual improvement then consideration must be made about amending the partnership
 contract to include this.
 Purchasing selection processes for partnerships should include:
 • issuing an information memorandum to prospective bidders setting out the
 background to the project, the council's objectives and an outline of the procurement
 process and timetable, with roles and responsibilities made clear; and
 • inviting bidders to demonstrate their track record in achieving value for money through
 effective use of their supply chain, including the use of small firms; this should
 continue to be examined as part of contract management.
 The Council shall consider including in the invitations to tender/negotiate for partnerships a
 requirement on bidders to submit optional, priced proposals for the delivery of specified
 community benefits which are relevant to the contract and add value to the community plan.
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 5.4 Rethinking Construction
 The Council will implement Rethinking Construction and any other related construction best
 practice in the relevant purchasing area. The Council will also encourage the formation of a
 Constructing Excellence club in Lincolnshire or participate in a group with a similar remit.
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 6 DOING BUSINESS ELECTRONICALLY
 6.1 Doing Business Electronically Commitment
 The Council is dedicated to doing business electronically and confirms that;
 “it aims to achieve efficiencies in the procure-to-pay cycle including reduction in cycle time
 and reduction in transaction costs. This will free resources that can be directed into front line
 public services and
 it aims to use e-Marketplaces to assist it to access framework agreements and contracts.”
 6.2 Process/Systems strand
 To achieve the required step change in the procurement performance a key priority for the
 Council is to implement various e-procurement solutions e.g. procure-to-pay, e-tendering, e-
 marketplaces, procurement cards. The Council must ensure that the existing “manual”
 processes/systems are reviewed and challenged as part of implementing any e-procurement
 process. The process/system strand will also consider the opportunities for the Council to
 collaborate, for example, on a national, regional, sub-regional basis and with HBS Partners.
 6.3 e-Procurement Position
 The Council is relatively advanced in e-procurement purchase-to-pay in that it has used SAP
 for the last four to five years to generate purchase orders. The Council is committed to SAP
 so any e-procurement solution must be compatible with SAP and any future upgrades of it.
 The business case for the e-procurement solution must include this aspect.
 One of the benefits of using SAP is to have better management information for its
 purchasing of its supplies/goods, services and works. The Council needs to have “item level
 detail” information for most of its medium to high value regular/repeat purchases, in other
 words, part numbers set up for items. Currently the Council only has very limited item level
 detail for purchases.

Page 33
						

20th June 2005 Page 33 of 51
 6.4 Improved Efficiency of the Purchase- to-Pay Process
 The Council will need to improve its efficiency in the purchase-to-pay processes (e.g. e-
 marketplace, e-requisition, procurement cards, BACS). The Council must provide officers
 with a number of options for purchase-to-pay, for example, a SAP purchase order, a
 procurement card order or using the payroll expenses system. The officer decides what the
 best purchase-to-pay option is for the transaction, in line with the policies/procedures and
 what the supplier can accept.
 A key part of the purchase-to-pay process is how often the Council is invoiced by the
 supplier. For a number of types of contracts the processing of invoices can generate a
 significant cost compared to the item purchased. An example of this is a mobile phone
 purchased once but has an invoice every month. The Council’s order of preference for
 invoice formats is:
 • an e-invoice (including an electronic periodically consolidated invoice)
 • payment via a procurement card (for low value transactions)
 • a manual periodically consolidated invoice
 • a manual invoice.
 6.5 e-Marketplace and e-Catalogues
 The Council will aim to use an e-marketplace and e-catalogues where appropriate. As part of
 the purchasing category strategies the opportunity for these shall be considered. Request for
 Quotations facility available on e-marketplaces for appropriate purchase areas shall also be
 considered.
 6.6 e-Sourcing, e-Quotations, e-Tendering and e-Auctions
 The Council will aim to use e-sourcing, e-quotations, e-tendering and e-auctions where
 appropriate.
 6.7 Discussion Forums for procurement
 Where relevant, officers will make use of the intranet discussion forums available to the
 Council for procurement. For example contract management questions and their responses
 can be posted. In other words, once a question is answered on a discussion forum anyone
 “drilling down” can find that answer.
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 7 STIMULATING MARKETS AND ACHIEVING COMMUNITY BENEFITS
 7.1 Stimulating Markets and Achieving Community Benefits Commitment
 The Council is dedicated to stimulating its markets and achieving community benefits and
 confirms that it will;
 “engage actively with suppliers and use procurement to help deliver corporate objectives
 including the economic, social and environmental objectives set out in the community
 plan.”
 7.2 Purchasing and Make or Buy Strategies
 The Council will be able to actively engage and, where relevant, develop markets due to its
 procurement approach in its purchasing and its make or buy strategies.
 The Council has developed a compact with the local voluntary and community sector. If a
 purchasing category is relevant to the compact then it will be incorporated in its strategy.
 7.3 Sustainability
 Sustainability considerations are to be included in all category strategies and form part of the
 criteria for prioritisation of these projects. This strategy commits the Council to look at whole
 life costs for all purchasing.
 7.4 Equality and Diversity of Procurement in Local Government
 The Council must, under EC public procurement legislation for the award of public contracts,
 adopt the following principles:
 • equality of treatment
 • non-discrimination
 • transparency.
 In other words the selection of suppliers do not depend on factors like:
 • its size (number of employees/turnover)
 • its make up of its employees (race, gender, age etc)
 • what its political beliefs are.
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 In addition to the principals of the EC public procurement legislation, the Council has a legal
 duty under The Race Relations Act 1976 as amended by the Race Relations (Amendment)
 Act 2000 to:
 Have due regard to the need to:
 a) eliminate unlawful discrimination
 b) promote equality of opportunity and good relations between people of different racial
 groups.
 In addition to Race Relations Act requirement, the Council shall consider in its procurement,
 how to promote equality of opportunity for the Council’s staff and businesses regardless of
 race (colour, nationality and ethnic origin), gender, age, disability, sexual orientation, religion
 or belief, Trade Union membership, ex-offenders and people who have caring
 responsibilities to ensure services are designed, procured and delivered in a way that meets
 the needs of all users.
 The two guiding principles to always bear in mind when considering equality and diversity in
 procurement are ‘relevance’ and ‘proportionality’ to the contract. Equality and diversity
 considerations are to be included in all procurement projects. The method for considering
 equality and diversity shall be an impact assessment.
 7.5 Small and Medium Sized Enterprises
 In order that the Council can achieve the maximum level of competition and receive the best
 value for money, it realises that the potential barriers for Small and Medium Sized
 Enterprises (SME) where possible should minimised. Considerations on how to reduce the
 potential barriers for SME are to be included in all Purchasing, Make or Buy and
 Process/System strategies. Some solutions to these potential barriers are:
 • give as much warning as possible about forthcoming tenders;
 • provide standard tender documentation and process that is relevant to the contract;
 • reduce the overall complexity of the tender administration process;
 • break down the scope and packaging of the contract into lots; and
 • provide adequate debriefing if asked.
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 The Council shall aim to incorporate the National Concordat for SME across Lincolnshire.
 For the avoidance of doubt the Council will award contracts on the basis of lowest price or
 most economical tender. However the Council may use positive action to assess and
 develop markets accordingly, which may include markets that local suppliers may be
 competitive in.
 7.6 Workforce Considerations
 Where relevant, the Council shall consult staff during procurement projects and build
 employment considerations into procurement’s processes/systems and contracts, including
 compliance with the Local Government Act 2003, Circular 03/2003 and the associated code
 of practice. This is to be considered in each procurement project.
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 8 GLOSSARY OF PROCUREMENT TERMS Benefits in project management terms, means a positive change from the
 current/baseline position. It includes “hard” and “soft” benefits. Hard
 benefits are tangible and easier to measure. Soft benefits are
 intangible and usually measured subjectively.
 Best Value for
 Money
 is defined as “the optimum combination of whole life costs and
 benefits to meet the end customer’s requirements”. Value for money
 can be increased in one or more of the following ways:
 • achieving the same or more benefits a lower whole life
 cost;
 • achieving more benefits for the same whole life cost; and
 • the requirements are “fit for purpose”.
 Category
 is a grouping of supplies/goods, services or works into a logical set that
 is typically “market facing”, in other words, what similar suppliers
 provide. Examples of categories may be:
 • Directorate/establishment specific e.g. Social Services
 adult care commissioning
 • Works/Construction
 • Managed services
 • Transport services
 • Consultancy
 • Marketing and Communications
 • Bespoke services e.g. competitively tendering services
 • Contract services e.g. document shredding, laundry,
 credit/debit card services
 • Office materials and Equipment e.g. stationery, office
 equipment and paper
 • Books (including library books)
 • Energy and Fuels
 • Food
 • School Materials and Equipment e.g. Early Years and
 Music
 • Vehicles, Highways equipment and materials, construction
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 plant, uniform clothing
 • Information Communication Technology (ICT)
 • Cleaning, Catering, Safety and Medical, Construction
 Materials, Electrical Equipment, Protective Clothing
 • Furniture, Carpets, Curtains.
 A category may combine capital and revenue expenditure, for
 example, asset management or facilities management.
 Category
 management
 is the coordination and management of a category across the Council.
 There are a number of ways to manage a category, for example,
 centrally or devolved. How the category is to be managed will be
 agreed in its category strategy by its category group.
 Category strategy
 is the mechanism to make sure that purchasing of a category takes
 place in line with its strategy. All the relevant stakeholders for that
 category, in conjunction with the Corporate Procurement Unit, develop
 the category strategy which is based on the Category Strategy
 Template in Appendix 1. Areas that fall within the scope of a category
 (called “category sub-categories”) will comply with its category
 strategy.
 The key outcome of any category strategy will be identifying and
 prioritising purchasing projects. Stakeholders will be accountable for
 implementing and achieving their targets for each relevant category
 strategy.
 Category/ sub-
 category
 coordinator
 is the officer or officers responsible for co-ordination and management
 of that category within the Council.
 Compact is the short name sometimes used to refer to the local Voluntary and
 Community sector compact.
 Concordat is the short name sometimes used to refer to the national concordat for
 SMEs.

Page 39
						

20th June 2005 Page 39 of 51
 Contract means a legally binding agreement between two or more legal entities.
 Contract
 management
 is the last stage in purchasing cycle and involves the coordination
 and management of a contract. The number of officers who use the
 contract could range from being very few to quite large. It is highly
 likely that the overall contract management will be co-ordinated by its
 category/ sub-category coordinator.
 CPU stands for the Corporate Procurement Unit.
 e-Auction or an electronic Reverse Auction is the process where potential
 suppliers compete ‘openly’ online and in ‘real time’, providing prices
 for the supplies/goods or services under auction. Prices start at one
 level and throughout the course of the e-Auction reduce as suppliers
 offer improved terms in order to beat their competitors to win the
 contract.
 e-Auctions can be based on price alone or can be weighted to
 account for other criteria such as quality, delivery or service levels.
 e-Catalogue is an electronic version of a catalogue, usually, available on the
 internet from one supplier. It most likely contains all the items that the
 supplier has in its catalogue. Buyers may purchase items
 electronically.
 e-Marketplace is where a number of e-catalogues from different suppliers are hosted
 on the internet. Buyers may only see what items are on contracts and
 may purchase these items electronically.
 e-Quotations is the quotation process carried out electronically. In its most basic
 form suppliers are sent electronic request for quote documents to
 complete and submit electronically.
 e-Procurement is the use of electronic tools and systems to increase efficiency and
 reduce costs during each stage of the purchasing process.
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 e-Sourcing is the electronic processes by which an authority identifies, selects,
 and manages its suppliers.
 e-Tendering is the tendering process carried out electronically. In its most basic
 form suppliers are sent an electronic invitation to tender documents to
 complete and submit electronically.
 ESPO means the Eastern Shires Purchasing Organisation which is a non-
 profit making consortium that acts as a procurement agent for various
 public sector organisations. The Council is a founder member of
 ESPO.
 Efficiency
 savings
 means the cashable and non-cashable savings from the 2004
 Spending Review also referred to as Gershon Savings.
 Make or buy means the decision that the Council makes about who provides the
 service. The term “make” generally means to provide the service in-
 house and the term “buy” generally means to have another
 organisation provide the service. There are other specific options
 available such as; cessation of the service, Public Private Partnership,
 Joint Venture Company, outsourced, transfer, market testing,
 restructuring (includes the “do nothing” option), re-negotiation, joint
 delivery and joint commissioning. The option appraisal is part of a Best
 Value Review.
 OJEU
 stands for the Official Journal of the European Union.
 Outsourced means a service that the Council once provided itself that has been
 transferred to an external provider from either the public, private
 voluntary or community sectors.
 Price means the actual price you pay for the goods, service or works. It is
 usually very different from the whole life cost of the goods, service or
 works.
 Process/System
 Strategies
 are the strategies for all the types of process and systems covered
 under strand 3. They cut across all the category strategies. For
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 example, if the Process/System strategy for invoices is to move to e-
 invoicing, each category strategy should where possible allow for this.
 Procurement covers any part of the process of acquiring supplies/goods, services
 and works from all types of suppliers and from in-house providers. It
 spans the whole purchasing cycle from identifying needs through to
 the end of the contract. The key outcome of any procurement is to
 provide best value for money. For services it involves an option
 appraisal and the critical “make or buy” decision which may result in
 the provision of that service in-house or externally.
 This strategy looks at procurement from four strands. These strands
 are:
 1. purchasing - things we buy
 2. make or buy – what the options are with frontline and support
 services we provide
 3. the processes and systems we use for procurement
 4. programme management - how we co-ordinate and prioritise
 the first three strands.
 Procurement
 cards
 are similar to credit cards and are a purchase-to-pay option for low
 value transactions e.g. up to £500.
 Programme
 management
 in the last of the four strands of procurement. It covers how we co-
 ordinate and prioritise the first three strands.
 Purchase-to-pay is the transaction process of purchasing which ranges from creating a
 requisition to invoice payment.
 Purchasing is the first of the four strands of procurement. It covers acquiring
 supplies/goods, services and works from all types of suppliers.
 Purchasing cycle
 covers all the different stages for every purchase. For simple
 purchases most of these stages are carried out sub-consciously. For
 all other purchases it is essential that these stages are understood and
 covered to an appropriate level depending on factors like the project’s
 strategic importance, value, risk and complexity.
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 A purchasing project can form a “sub-project” in a much larger project,
 for example, buying a server for a Customer Service Centre or be the
 whole “project”, for example, construction a new building. For clarity,
 within this strategy, a purchasing project means just the purchasing
 element. The purchasing cycle can be broken down into the following
 13 stages:
 1) Project Initiation
 2) Project Business Case
 3) Project Purchasing Strategy
 4) Project Market Assessment
 5) Project Produce Requirements
 6) Project Supplier Selection
 7) Project Proposal Evaluation
 8) Project Contract Preparation
 9) Project Bid Evaluation
 10) Project Award
 11) Project Closure
 12) Project Implementation/Transition
 13) Project Contract Management.
 SAP stands for Systems Applications Products and is the Council’s
 electronic Financial and Procurement Management System.
 Service strategy
 means the service strategy for any service that that the Council may
 perform itself. The service strategy sets out what its preferred delivery
 method is and the reasons why. Any change of a service delivery
 method is always subject to the Council’s governance arrangements.
 Stakeholders means any person internally or externally who is considerably involved
 or ‘owns the area’.
 Strategy
 means the Corporate Procurement Strategy which is the mechanism to
 make sure that procurement takes place in line with the Council’s
 strategic objectives. It provides a framework for individuals,
 establishments or directorates within the Council to operate in and to

Page 43
						

20th June 2005 Page 43 of 51
 be measured against. It is a series of key steps or activities that must
 be reviewed and considered, the output being a clear statement of
 intent with regard to the way to buy.
 Sub-categories means a discrete part of a category, for example, if the category was
 construction, one of its sub-categories may be construction works
 under £100,000.
 Supplier means any organisation that the Council could or does buy goods,
 services or works from which can be from the public, private voluntary
 or community sectors. The supplier from the private sector may also
 be called a; seller, provider, contractor or consultant. SAP refers to all
 suppliers as vendors. A potential supplier may also be referred to as
 a bidder or a tenderer before a contract is awarded.
 Total acquisition
 costs
 means all the costs to the Council of purchasing the supplies/goods,
 services or works. These may include one or more of the following:
 • in-house resources e.g. officers time sourcing/ordering it;
 • external resources e.g. legal consultants;
 • initial price;
 • delivery;
 • installation; and
 • commissioning (of works).
 Whole life costs means all the costs to the Council of purchasing, owning, maintaining
 and disposing of goods, services or works. These may include one or
 more of the following:
 • in-house resources e.g. officers time sourcing/ordering it
 • external resources e.g. legal consultants
 • initial price
 • delivery
 • installation
 • commissioning (of works)
 • consumables
 • spare parts
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 • licences
 • taxes
 • maintenance
 • energy consumption
 • depreciation
 • disposal.
 Whole life costs are also known to as “lifetime costs”.
 .
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 9 APPENDIX 1: CATEGORY STRATEGY TEMPLATE
 To assist with the requirements of the corporate procurement strategy, strand 1 - purchasing, this
 category strategy needs to apply the following critical success factors:
 a) Focus on the whole business change.
 b) Keep sight of business objectives throughout the purchasing process.
 c) Ensure good leadership and accountability for the success of the purchase in contributing
 to business change.
 d) Ensure effective communication and interaction with suppliers and other stakeholders,
 including a good understanding of the implications of suppliers' plans for implementation.
 e) Make realistic estimates of resources required, timescales and likely benefits to be
 achieved.
 f) Focus on business requirements, not just user requirements.
 g) Identify 'quick wins' through early implementation.
 h) Test assumptions and validate sources.
 i) Understand the end customers.
 j) Build operations around the end customers.
 k) Manage stakeholder relationships.
 l) Use the end customers’ understanding to deliver target outcomes.
 m) Focus on achieving continuous improvement through direction setting, evaluating
 achievements and identifying improvement actions.
 n) Incorporate 360 degree performance management and measurement as an integral part of
 the business life-cycle, helping the Council to mature through evolving and changing
 performance measures, from their definition through to monitoring and review.
 o) Openness to constructive criticism and advice.
 p) Management commitment and readiness to learn lessons by adopting recommendations.
 1. Category Title
 2. Category Description
 3. Category scope and sub-categories scope
 4. If applicable list of other categories this one is connected to
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 5. Category Co-ordinator and if applicable Sub-category Co-ordinators
 6. Stakeholders (including consultation)
 7. Category Project Core Team and Consultation/User Group
 8. Category Baseline Information:
 • Current and Forecast of Capital and Revenue Spend over next 5 years
 • Current suppliers and existing contractual summary details e.g. contract term
 • Potential suppliers
 9. Potential Project Prioritisation
 10. Understanding of the category market place and Best Practise e.g. look at barriers to entry, substitutions etc (use Porters 5 Point Analysis)
 11. Category strategy checklist
 11.1 Specification (includes service levels) improvement:
 a) rationalise (choose a specification that meets a number of different applications);
 b) standardisation (change from a bespoke product to a standard one);
 c) substitute (use an alternative);
 d) carry out value analysis (find out what the needs of the product or service is and only
 specify these);
 e) define specification by performance/outputs/outcomes (allow the supplier to be innovative
 by specifying what is required but not how to do it);
 f) examine lifecycle costs (understand all the costs over the life of the item to optimise the
 specification); and
 g) develop long term contracts (both parties have time to understand the requirements and
 use that knowledge to develop better solutions).
 11.2 Joint process improvement a) Re-engineer transaction process ( make the routine administrative processes effective e.g.
 e-procurement ).
 b) Optimise physical material flows ( make the routine handling processes effective ).
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 c) Integrate logistics (e.g. let the supplier deliver to the point of use to stop double handling ).
 d) Share productivity gains ( incentivise the supplier to reduce whole life cost by sharing the
 process savings).
 e) Develop long term contracts (both parties have time to develop the processes ).
 11.3 Relationship restructuring
 a) Analyse core competencies (understand who is best placed to be responsible for a
 category e.g. who can buy it best, who is best positioned to maintain it).
 b) Develop suppliers (aid the supplier to develop goods/services/works that meet your
 requirements).
 c) Employ strategic partnering (select suppliers that are looking for long term mutually
 beneficial relationships i.e. have mutually agreed goals, for example, whole life cost
 reduction).
 d) Establish new suppliers (set up new contracts with suppliers for categories that will provide
 best value).
 e) Develop long term contracts (both parties have time to restructure the relationship and
 receive the benefits).
 11.4 Non-traditional sourcing.
 a) Consider the options of the Make or Buy strand e.g. cessation of the service, Public Private
 Partnership, Joint Venture Company, outsourced, transfer, market testing, restructuring
 (includes the “do nothing” option), re-negotiation, joint delivery and joint commissioning.
 b) Develop the market place by proactively finding new suppliers in different sectors e.g.
 product areas, SME’s, Community, Voluntary.
 c) Expand geographical base e.g. look at foreign, national and local suppliers.
 d) Develop a collaborative solution from the public sector.
 e) Leverage second tier suppliers (ask your suppliers to use a supplier that is competitive e.g.
 for a building extension contract if the local electrician is competitive suggest that the 1st
 tier supplier considers him as a 2nd tier supplier).
 11.5 Best whole life cost evaluation.
 a) Unbundled prices (ask for a price breakdown).
 b) Use indices (compare how prices have changed using benchmarks e.g. RPI).
 c) Use open book (find out what the suppliers costs are).
 d) Understand how the supplier has priced risk.
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 e) Value analysis (find out what the cost is for each part and what parts are required to meet
 your needs).
 11.6 Volume concentration.
 a) Reduce the number of suppliers (choose the best value supplier(s) to supply you),
 b) Pool volume across Directorates (set up generic contracts for common items e.g.
 stationery).
 c) Re-distribute volume among suppliers (e.g. if there is a dual source policy to reduce the
 risk allow the supplier that offers the best value to have a greater percentage of the
 volume).
 d) Combine volume from different categories e.g. move to a one stop shop,
 e) Consortiums/procurement alliance (combine with other organisations volumes to get a
 better deal).
 f) Rationalise (reduce the number of different items/services you buy from different suppliers
 e.g. if you buy three slightly different items from three different suppliers move to one item
 from one supplier).
 g) Standardise (e.g. move from a bespoke item to a standard item that is produced in much
 higher volumes).
 h) Improve the contract management of key suppliers by having more time to spend on each
 one.
 i) Long term contracts (the contract period multiplies the annual value e.g. a £20K contract
 over 5 years is then a £100K contract which may mean there is more competition and
 better value).
 12. Sustainability considerations
 • What effect would the proposed strategy have on the current supply base e.g. local
 SME’s?
 • Environmental benefits
 • Community benefits.
 13. Workforce/Employment Considerations e.g. TUPE both primary and secondary
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 14. Equality and Diversity Considerations Conduct an Impact Assessment
 14. Performance measures
 • Category
 • Project
 • Contract.
 15. Category work plan
 e.g. timescales, responsibilities, projects, implementation
 16. Communication Plan
 17. Legislation (including terms and conditions) consideration e.g. Environmental Protection Act 1990, Waste Electrical and Electronic Equipment Directive (WEEE), Health and Safety requirements
 18. Category Risk Management includes Health and Safety aspects
 19. Potential Category Benefits (including how they are to be measured) including Community Plan benefits.
 20. Capability Analysis of Category and or potential Project Team
 21. Any other relevant information about the category e.g. LCC image/logo compliant
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 10 APPENDIX 2: TERMS OF REFERENCE OF THE CORPORATE PROCUREMENT UNIT
 1. Development, promotion and maintenance of a strategic member focus for procurement, a
 corporate procurement strategy, procurement manuals/guidance and standard
 documentation.
 2. Provision of training in all aspects of procurement having established the existing and
 potential future needs of Directorates in this regard.
 3. Development and monitoring of a suite of key performance indicators dealing both with
 corporate procurement throughout the Council and monitoring the activity of the CPU itself.
 4. Secure improvements to the management information systems and practices within the
 Council to facilitate improved performance monitoring.
 5. Provision of a procurement advisory/help desk facility together with the regular publishing
 of a procurement newsletter.
 6. Rationalisation of current contractual arrangements for widely used goods and services
 (e.g. mobile phones, office furniture).
 7. Management/arrangement (in liaison with ESPO) of appropriate central contracts.
 8. ESPO liaison, co-ordination and promotion.
 9. ‘Policing’ compliance with the corporate procurement regime.
 10. Central resource for management and control of any e-procurement solutions to be
 implemented in future.
 11. Provision of a resource to facilitate any local action that may be required in terms of such
 issues as the environmental and race equality aspects of procurement and on the
 promotion of local procurement to the benefit of the local economy.

Page 51
						

20th June 2005 Page 51 of 51
 12. Provision of a brokering service for schools to enable them to access wider markets for the
 services they require from the external market.
 13. Maintaining contact and liaison with all Directorates to identify current and future
 procurement needs and thereby provide advice and support to major procurement
 exercises undertaken by the Council.
 14. Provision of a procurement advice service on a fee paying basis to other local public
 sector organisations (e.g. District Councils).
 15. Explore the potential for joint procurement exercises with other partnership or related
 bodies (e.g. HBS, NHS).
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