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BEST VALUE REVIEW OF PROCUREMENT SERVICES

1.
INTRODUCTION
1.1
Members will be aware that recently the Council received the final report following the Best Value Inspection of Procurement Services. Included in the report is a series of recommendations, which the City Council needs to consider in relation to the continuous development of our strategy and practice on procurement.

1.2
At the same time there have been a number of developments at national level, involving the procurement function in Local Authorities, which have a direct impact on the Council’s consideration of the decisions which now need to be taken.  These developments are summarised as follows:-


(i)
Delivering Better Services for Citizens:  “The Byatt Report”


The Department for Transport Local Government and the Regions (DTLR) and Local Government Association (LGA) report ‘Delivering Better Services for Citizens’ has been produced by a taskforce chaired by Sir Ian Byatt. The key objective of the taskforce was to review the state of procurement skills and practice in local government in England and Wales in the light of the requirements of best value.  

The Task Force report contains 39 recommendations. A list of all the recommendations is attached at Appendix A.
The 39 recommendations can be broken down into the following themes;

· Aligning Procurement and Best Value

· Developing a Corporate Procurement Function

· Reviewing Current Practice

· Engaging Members

· Improving Regulations

· Building Capability

· Using e-procurement

· Funding Improvement

· Gathering and Sharing Information

· Discussing and Resolving Market Issues

· Buying Consortia

· Designing and Planning a Project

· Managing Risk

· Assessing Bids

· Contract Management

· Applying and Improving Legislation

A number of the recommendations of the Byatt report complement the views and recommendations of the City Council’s recent Best Value Inspection.
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(ii)
Rethinking Construction:  “The Egan Report”
In addition, the Government has recently published advice on how to implement the Construction Industry Report entitled “Rethinking Construction”.  This report advocates a fundamental shift away from the long-established contract approach based on lowest price which has led to an adversarial culture in many construction projects towards the development of a long term partnership approach based on shared responsibility for delivery of a quality product.

(iii)
Towards a National Strategy for Local Government Procurement:  published jointly by the Office of the Deputy Prime Minister (ODPM) and the Local Government Association.


This report (published in July 2002) is the joint response of the Government and the LGA to the Byatt Report.  The joint response endorses Byatt’s 39 recommendations and defines procurement to mean “the acquisition of goods, works and services from third parties”, and confirms the view that procurement in Local Government must be set in the broader context of best value.


The report makes it clear that the Government/LGA expect that all unitary and County Councils will establish a corporate procurement team led by the professional head of the procurement function:  this will be a strategic function along with finance, performance management, legal and HR.  The objective is to create a centre of expertise in procurement and a focus on the strategic management of procurement and partnership.

(iv)
IDeA Procurement Fitness Programme


The Improvement and Development Agency has launched a new programme to help Local Authorities improve their procurement performance.  This programme is a 3 day “peer review” process which incorporates the Office of Government Commerce’s (OGC) Procurement Excellence Model.  It is focused on practical solutions to help Local Councils raise their performance and has been produced as a direct response to the requirements of the Comprehensive Performance Assessment.

(v)
Comprehensive Performance Assessment (CPA)


Members are well aware of the current arrangements being made for the Council’s Comprehensive Performance Assessment which will commence in September, 2002.  The CPA process has been established via the Government’s White Paper “Strong Local Leadership – Quality Public Services” which puts in place an integrated performance management framework for Local Government.  The CPA process considers each Local 
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Authority’s competence in the management of procurement and partnership and sees an effective procurement function as a key factor in good corporate governance.


(vi)
Best Value Review of Housing Services

The Council is about to receive the draft report on the outcome of the recent Best Value Inspection of Area Housing Services delivery which has been carried out as part of our preparations for the Arms Length Management Organisation (ALMO).  Initial discussions with the Inspectors indicate their view that the Council needs to develop its procurement approach by implementing partnering arrangements and taking steps to market test our repair contracts.
1.3
Given that each of these developments is a major piece of work, the purpose of this report is to deal with all the issues raised together with a number of structural options for the delivery of the procurement function.

2.
RESULTS FROM THE BEST VALUE INSPECTION
2.1
The Best Value Inspection of the City Council’s procurement practice assessed the service as a “Fair” 1 Star Service, which in the opinion of the Best Value Inspectors is unlikely to improve (to the extent that Best Value requires).


Best Value Judgement

2.2
The Best Value Inspectors judged the current service as Fair for the following reasons:-

· Whilst the best value review has produced a procurement policy and strategy, they believe the policy contains an important caveat which qualifies the Council’s open approach to alternative providers, and consequently the strategy provides only a foundation for improved practice;

· They acknowledge that there are some examples which demonstrate the Council is willing to outsource major components of service, but these have arisen in an ad hoc way in response to budget pressures, rather than as a result of a coherent policy;

· While partnerships and joint commissioning of services are being tentatively explored, and there are small-scale partnerships in place, there has been no central guidance on how to develop and use these forms of provision and the Inspectors do not know if these partnerships will come to fruition;

· Actual practice in Directorates in specification of services, selection of tenderers, evaluation of tenders and management of contractors is of variable quality;
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· It is felt that securing continuous improvement in contracts is not yet embedded as standard practice, though it is also acknowledged that steps are being taken to develop this practice.

2.3
The Best Value Inspectors feel the function is unlikely to improve due to the following;

· The Best Value review has not yet been truly finished and it has not rigorously applied the 4Cs;

· The Improvement Plan does not articulate a clear vision of the intended outcomes, it is too short-term in its focus and contains no targets (challenging or otherwise) for the function;

· There is no single Director accountable for the function for the long-term and currently only an uncoordinated pool of expertise to deliver effective procurement;

· Whilst the Chief Executive and Leader of the Council show commitment to the use of procurement as a route to better value for money services for residents, some Councillors are less enthusiastic about this principle and some Directors do not support the proposed Corporate Procurement Unit as the vehicle to deliver better procurement. 

Best Value Recommendations

2.6
Based on all of these observations, the Best Value Inspectors made the following 7 recommendations:

· Establish a vision for procurement of services, which defines the role it will play in servicing the needs of Salford residents effectively and efficiently.

· Define objectives for procurement, and associated performance indicators, including cost savings, taking into account the achievements of other local authorities, such as Leeds which has achieved savings of £4.6m in the last financial year and has a target saving of £35m over 5 years.

· Identify a Director to be accountable for procurement beyond the immediate improvement plan phase.

· Establish a framework for continuous improvement that may be used in all future contracts.

· Explore the opportunities to use ICT to facilitate working with contractors and partners more efficiently saving time and money  (N.B.  The Council is a partner in PERMIS which is a Pan-European project concerning procurement.)
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· Ensure that all decisions on whether or not to seek alternative provision, and what option to accept, are discussed by the Cabinet and approved by them.

· Integrate the arrangements for the procurement of goods and of services.    

2.7
Clearly, each of these recommendations needs careful consideration by Members.




3.
THE CITY COUNCIL’S CURRENT PROCUREMENT POSITION 

3.1
The Officer Working Group on Procurement, has conducted an analysis of the procurement service profile information produced individually by Directorate’s.  This analysis shows that:-

· The annual cost of City Council services currently exposed to some form of competition, is £144m.

· The annual cost of City Council services not currently exposed to some form of competition, is £108m.

· The numbers, grades and % time of staff undertaking strategic procurement varies significantly with the only full-time staff employed in the Central Purchasing Unit, and Development Services Directorate.

· The systems and performance management processes used in the monitoring and regulating of contract performance are varied.

3.2
Consequently, the following points briefly reflect the current organisation of procurement within the City Council:

· The Central Purchasing Unit within the Financial Support Group undertakes procurement of certain contracts for the Council and the LAPP, e.g. DERV, which has an estimated value of £4.9m for the LAPP and the supply of meat which has an estimated value of £0.25m for the City Council. 

· Within the Community and Social Services Directorate, the Adult Commissioning Division procures domiciliary care, dispersed housing, domestic tasks and day care. Also within the Community and Social Services Directorate, the Children Commissioning Division procure children’s residential care.
· Within the Development Services directorate around 80 staff have significant involvement in the procurement of civil engineering and building contracts for both new construction and repairs.  Most of these individuals have procurement as part of their function but for Quantity Surveyors it is a full-time function.  The total procurement function approximates to 20 FTE.
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· Within Housing Services Directorate, a total number of 54 staff are involved in providing building services repair and programmed work.  Each of these individuals have procurement as part of their function, which equates to 5 FTE’s.
· Within the Corporate Services I.T. Division procurement activity relates to the acquisition of new computer systems such as the new Housing System, SAP or Carefirst in Social Services.  Acquisition of such systems covers computer hardware, operating services, systems software, networking infrastructure, telephone exchanges etc.  It is not an everyday occurrence, but because the selection and procurement of a new system is detailed and time consuming at least one member of staff will be assigned to the whole project. 
· A number of staff within the Chief Executive, Education and Leisure, Environmental Services and Housing Services directorates have an ad-hoc involvement in the procurement and commissioning of household surveys, professional external trainers, laboratory testing, cremator repairs, recruitment advertising and property maintenance issues.
· Within the Chief Executive Directorate, the Economic Development Section are looking at opportunities for integrating local labour agreements into both procurement decisions by the City Council and by local developers engaged on construction projects.
3.3
Clearly, the Council’s efforts re: procurement are currently extensive but fragmented.

4.
CONSIDERATION OF OPTIONS FOR THE FUTURE DELIVERY OF PROCUREMENT WITHIN THE CITY COUNCIL

4.1
A fundamental issue which now needs progressing and which has been identified in the developments which have been highlighted earlier, is the question of the organisational arrangements which are required to support procurement within the City Council.

4.2
It is clear that the City Council needs not only to respond positively to the issues identified, but also needs to maintain the improved profile of the function, which has resulted from the Best Value review and the publication of the various reports.


The Right Option for Salford
4.3
There are three distinct options for consideration of the organisational arrangements in relation to the delivery of the procurement function.  These are as follows:-

- 7 -

4.3.1
Option 1 – Maintain the existing approach:  i.e. make no changes whatsoever


Pros:

· Least disruptive maintains status quo.

Cons:

· Bearing in mind findings of B.V. Inspectors Review;  Byatt Report;  Egan Report;  CPA process etc. would not achieve step change.

· Would not provide for a “natural owner” of procurement strategy.

· Service/function would remain unco-ordinated.

· Requirements of Best Value would not be seen to be met.

Recommendation:  It is suggested that given current circumstances this option is no longer viable.

4.3.2  
Option 2 – Centralised Structure  i.e. Create a centralised organisation structure as operating currently in some Metropolitan Authorities with an integrated corporate unit dealing with strategic issues for all services, and operational procurement decisions for most service Directorates.


Pros:

· Full corporate unit would signify importance of procurement function.

· Would provide opportunity to maximise opportunities for savings.

· Would provide clear identity/ownership of procurement function on a corporate basis.

· Would provide opportunity to develop clearer lines of communication;  improved performance management systems, leaner training, advice etc.

· Would progress B.V. Inspectors views.
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Cons:

· Would require centralisation of all existing staff (FTE’s) engaged on procurement decisions:  this may not be practicable for such a potentially large unit.

· Would potentially remove procurement decisions from Service Directorates e.g. Housing where current expertise is retained.

· May create a unit/function which is too diverse in its range of detailed procurement decisions.

· Would represent major change/disruption to existing arrangements in Directorate.

Recommendation:  This option is not favoured.

4.3.3
Option 3 – A Corporate Procurement Unit   i.e.create a structure where strategic issues/co-ordination is carried out corporately but operational decisions are taken in Services Directorates.  The strategic procurement function would be staffed by a new post of “Procurement Co-ordinator” and overseen by a representative Procurement Board whose role would be to ensure that (a) the Council’s procurement strategy is fully applied in all Directorates;  (b) that there is an effective review of all major contracts – especially those requiring a PIN notice in accordance with EEC Regulations.


Pros:

· Through the appointment of a new senior post of Procurement Co-ordinator would act as co-ordinator of procurement function to ensure  procurement strategy is followed.

· Would comprise a small team and consequently involve minimum disruption to existing arrangements.

· Would achieve balance between need for corporate expertise/advice to be made available while larger service Directorates e.g. Housing, Development Services continue to make their own decisions within the corporate strategy.

· Would provide opportunity for better use of performance management systems;  training, advice etc.

· Would provide opportunity to share expertise between Directorates/act as mentor to smaller Directorates e.g. secondments of staff from Directorates.
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· Would identify a Director who would be “natural owner” of procurement strategy.

· Would represent minimal costs e.g. re new posts.

· Would progress findings of B.V. Inspection.

· May represent most balanced solution for City Council.

Cons:

· Would need to distinguish between corporate dimensions viz. Performance management, and non-interference with Service Directorates responsibilities.

· Subject to final terms of reference, would represent only a co-ordination role and may be seen to lack final authority with all Directorates re: application of procurement strategy; training; performance management data etc.

Recommendation:  Members may take the view that this is the most appropriate option for the City Council to adopt.

5.
GUIDING PRINCIPLES

5.1
It would be important to ensure that any such corporate unit followed an agreed set of principles which guided its role in the organisation.  

5.2
The following guiding principles are designed to ensure that Best Value is achieved in the Council’s Procurement Policy:-

Objective:  Effective procurement will support the key strategies and goals of the Council and help to deliver the Council’s 6 pledges.  Consequently, the procurement strategy will be used to support wider Council objectives such as equal opportunities, sustainability and local economic regeneration.

Continuous Improvement/Best Value:  A commitment to continuous improvement/Best Value is a key component in the Council’s procurement decision-making processes.  In accordance with the Council’s Procurement Strategy, decisions about procurement will consider the full range of options available, including partnerships, joint-purchasing, internal and external provision.  The views of local citizens, quality and risk will be fairly judged along with cost.

Fairness and consistency:  All procurement activities will be carried out in a fair and  equitable manner and all procurement decisions will be transparent with due regard to the need for public accountability.
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Buying Power:  The Council will make best use of its buying power to make full use of consortia and corporate procurement opportunities.  The Council will use corporate procurement to obtain economies of scale and to secure Best Value.

Employment:  The Council will seek to encourage good employment practice whether services are delivered in-house or by other means and will seek to sustain the City’s economic development by effective procurement decisions.

The Environment:  Procurement decisions will be taken with due consideration to the environmental impact of the goods or services in question.

Total Costs:  Administrative costs of procurement will be taken into account in decision-making processes.  Total life costs of products and services need to be considered so that the best overall value for money can be judged.


Monitoring and benchmarking:  Contractual arrangements and procurement processes will be monitored on a regular basis to ensure that Best Value is being achieved, with the focus on outputs. Benchmarking will be undertaken to help identify the success or otherwise of the procurement route which has been taken.

Electronic procurement:  The Council will embrace electronic procurement opportunities to drive down costs and increase the efficiency of its procurement processes.

Impact of procurement:  A regular analysis will be made of the impact of the Council’s procurement activities on the economic, social and environmental well-being of the City.

5.3
If these guiding principles are adopted they can form the basis of the Council’s vision for the procurement function in the future.
6.
ROLE OF PROCUREMENT BOARD/CORPORATE


PROCUREMENT UNIT
6.1
Given these guiding principles, it is suggested that a Procurement Board comprising representatives from all Directorates should be established to oversee the implementation of these principles and the Council’s corporate procurement strategy. The role of a Corporate Procurement Unit whould incorporate this approach and would support the role of the Procurement Board.

6.2
The draft Terms of Reference for the Corporate Unit would be as follows:-
· To be responsible to the Council’s Procurement Board for the co-ordination of the Council’s procurement policy across all Directorates and ensure that the Council’s guiding principles are followed when implementing the corporate procurement strategy arrangements.  
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· See that the Council’s Procurement Strategy is in place for all Directorates so as to ensure the Council is achieving best value through its corporate approach.

· Ensure that all Directorates, staff, local business and residents, are aware of the Council’s policy for procurement of goods and services.

· Develop, maintain and report on performance indicators for the procurement function in accordance with the Council’s overall performance management system.

· Provide a corporate advisory service to all Directorates’ procurement functions including expertise in contractual, tendering and financial procedures to be followed to achieve good practice and best value.

· Ensure that Directorates are advised of the requirements of EEC Regulations as they affect procurement and tendering matters, and any changes in those as they occur from time to time.

· To provide advice and expertise on strategic partnership arrangements to assist in developing alternative service delivery options for the Council.

· Provide advice to Directorates on the various methods of specifying work to be done and evaluating tenders in order to secure compliance with the specification.

· Provide reports to Procurement Board, Cabinet and Scrutiny Committees on all relevant procurement matters, as required.

· Ensure that contractual arrangements in all Directorates provide for the continuous improvement of service delivery throughout the duration of the contract, and provide advice on a programme of systematic reviews of contractual arrangements.

· Provide advice and assistance to develop the Council’s arrangements for e-procurement to enable the Council to trade electronically and meet government targets.

· Liaise with and integrate the Council’s Corporate Procurement Strategy with the current arrangements for centralised purchasing of goods and service by the Central Purchasing Unit in the Corporate Services Directorate.

· Set minimum standards for the core competencies required of staff in order to work in the procurement function and provide a corporate training resource in procurement matters for the whole Authority to ensure that training programmes are in place to meet the identified development needs of staff engaged in the procurement function.
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· Within the Council’s commitment to continuous improvement of service delivery maintain appropriate mechanisms for gathering market intelligence and where the performance management system identifies that there are deficiencies, see that existing service arrangements are adequately market tested and where required new and innovative ways of delivery of services are sought to ensure the Council is well placed to achieve best value through its procurement strategy.

· Periodically, provide advice on the need to review the Council’s standing orders and financial regulations in order to ensure they continue to support efficient and effective procurement standards and maintain safeguards of  probity.

· In conjunction with service Directorates, evaluate existing Council arrangements and procedures for procurement to provide standardisation of documents and  processes where required.

· See that project plans are drawn up at the beginning of each procurement exercise, setting out all the strands of work, how they will be undertaken and the times of their completion.

· Ensure that the Council’s Statement of Intent  re:  staffing issues relating to the procurement of services is followed  in all appropriate cases.

6.3
These specific aspects of the role of a Corporate Unit are neither exclusive nor exhaustive and are suggested here for discussion.

7.
DIRECTORATE ARRANGEMENTS

7.1   
In considering Option 3 for a corporate core team to co-ordinate and provide advice on procurement matters, consideration needs to be given as to where in the organisation such a function should be placed. Depending on the view that is taken, the proposed core team could operate in a number of different areas of the City Council’s structure as follows:-


(i)
Corporate Services – Financial/Legal Advice

7.2
As procurement has considerable financial involvement e.g. via PFI projects and as procurement is likely at times to involve the need for technical legal advice, the team could operate within the Corporate Services Directorate.

7.3
In any event, such a Corporate Procurement Unit would need effective links with the Council’s Central Purchasing Unit. 
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(ii)
Service Directorate

7.4
As corporacy can also be achieved from service directorates, a “corporate” service could come from one of the main directorates that are involved in procurement of services such as Development Services or Housing Services.  In any event, it would be important to stress the involvement of Service Directorates in the proposed Procurement Board, which could be chaired by a Service Director.


(iii)
Chief Executive Directorate

7.5
Alternatively as it is clear that the Government sees effective procurement as a key performance indicator within the Comprehensive Performance Assessment process it may be appropriate to consider establishing the proposed unit within the Chief Executive Directorate.  This could be achieved by including it within the Personnel & Performance Division.

7.6
Staffing Issues
7.6.1
Whichever Directorate is chosen, the proposed unit would need to be led by a new senior appointment of a Procurement Co-ordinator at Assistant Director level.  It would also be important to consider utilising the experience of existing staff by exploring the possibilities for the secondment of service Directorate staff into the unit in order to gain the advantage of sharing their expertise throughout the Authority.  The precise arrangements for such a unit would be subject to more detailed consideration as quickly as possible.

7.6.2
By seeking to start the Corporate Unit in this way, it would be possible to minimise any additional staffing costs occurring which would have an adverse effect on the revenue budget.

7.6.3
In any event, a successful Corporate Unit would seek to achieve economies in existing arrangements by improving the Council’s approach to procurement. 

8.
RECOMMENDATIONS

8.1
Members are asked to agree Option 3 i.e. (i) The establishment of a Corporate Procurement Unit with terms of reference as proposed;  (ii) the appointment of a new senior post of Procurement Co-ordinator;  and (iii) to determine the appropriate location within the Directorate Structure.

8.2
It is also recommended that further detailed work on the staffing structure of such a Corporate Unit, including the possibility of seconding staff from Service Directorate as required, is undertaken as the next stage of the Improvement Plan.

MBS/SMS

21st August, 2002
dps\procureCab27.8











APPENDIX A

RECOMMENDATIONS OF THE BYATT REPORT

THE PROCUREMENT FUNCTION WITHIN AN AUTHORITY

ALIGNING PROCUREMENT AND BEST VALUE

1.
Procurement expertise should be integrated into best value reviews and represented in every Local Authority on the body which oversees best value.

2.
Best value reviews should incorporate a wide-ranging approach to a Local Authority’s key strategic objectives and be aligned to outcomes rather than the existing patterns of service provision.

3.
Local Authorities should adopt policies which ensure the effective involvement of staff in service reviews and in the procurement process.

DEVELOPING A CORPORATE PROCUREMENT FUNCTION

4.
Local Authorities should set out their procurement strategy in a document which includes principles and information on current and planned activities.  This should be regularly reviewed and updated.

5.
Local Authorities should develop a corporate procurement function to collect management information, oversee devolve buying, co-ordinate training and act as an internal source of expertise.

6.
Smaller Local Authorities without the resources to set up a corporate procurement function should work with others to share resources.  The Local Government Association (LGA) should work with the private sector to build up centres of excellence available to such Authorities.

REVIEWING CURRENT PRACTICE

7.
Local Authorities should review their procurement structures and processes as part of the best value review programme.

8.
Local Authorities should, at an early stage, map their procurement activities using techniques such as a low/high risk and low/high value matrices.  They should identify the areas where procurement resources can have most impact and the appropriate skills and techniques for each type of procurement.

9.
Using the analysis set out in recommendation 8, Local Authorities should seek to aggregate demand and reduce costs by setting up central contracts for commonly used items and by requiring consolidated invoices.
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ENGAGING MEMBERS

10.
Elected Members should take a strategic role in securing quality outcomes.  This should include scrutinising the procurement processes and monitoring the outcomes of procurements.  There should be clear political responsibility for procurement with appropriate training.

IMPROVING REGULATIONS

11.
Local Authorities should review their standing orders to ensure they promote efficient and effective procurement whilst maintaining safeguards of probity and good governance.  Standing orders should be used positively to encourage good practice.  Changes to standing orders should be accompanied by an effective education programme.

12.
The Audit Commission should guide and train auditors and inspectors to support a strategic approach to procurement.  This should emphasise a risk-based approach and aim to equip auditors and inspectors to deliver effective scrutiny in a mixed economy of service provision.  The Audit Commission should continue to review its experiences of significant and large procurement exercises and disseminate the lessons learnt from them.

13.
To help Local Authorities, the Audit Commission should clarify the roles of inspectors and auditors in relation to procurement and seek to co-ordinate their activities locally.

BUILDING CAPABILITY

14.
Each Local Authority should identify all those engaged in procurement within the organisation and identify the skills needed in each post across the Authority.  It should set out a strategy to meet these needs, including recruitment of suitable staff, training and ways of retraining trained staff.

15.
The Improvement & Development Agency (IDeA) and the Local Government Employers Organisation (EO) should lead on developing a suite of training programmes.  This should particularly be developed in partnership with the Chartered Institute of Purchasing and Supply (CIPS) and the Society of Purchasing Officers in Local Government (SOPO).  This should build on the work done by the Office of Government Commerce (OGC).

16.
Pump-priming funding should be provided to support the development of training programmes and to subsidise cost of Local Government staff who use the courses.  This could be provided through the IDeA or EO as part of the annual settlement or through the funding referred to in recommendation 18.
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USING E-PROCUREMENT

17.
Local Authorities should increase their use of simple forms of e-procurement such as purchasing cards and BACS payments.  They should adopt a modular approach to the implementation of e-procurement solutions.

FUNDING IMPROVEMENT

18.
Government should consolidate its funding for improvements in Local Government’s capacity into a single fund, designed to provide both revenue and capital support on a pump-priming basis for key priorities.  Such a fund could usefully absorb the resources currently made available in support of PFI projects so as to allow a wider range of partnership options related to outcomes to be pursued.

19.
Government funding for e-solutions (such as Local Government Online) should be used to support the development of a variety of different e-procurement models in Local Government.  Projects should be designed to encourage joint working between Local Authorities.

Making markets work better

GATHERING AND SHARING INFORMATION

20.
Local Authorities should identify the information they need about the markets for Local Authority goods, works and services.  The LGA, together with the IDeA and the 4Ps, should lead in devising better systems of information exchange on these markets, in consultation with the private sector.

21.
Each Local Authority should produce a prospectus for suppliers.  This could usefully be adapted from the procurement strategy document described in recommendation 4.  It should include the significant items which the Council expects to buy in the future, with an indication as to how and when it will procure them.

DISCUSSING AND RESOLVING MARKET ISSUES

22.
A joint national forum, convened by DTLR, the LGA and the CBI, should broker a dialogue between Local Authorities and suppliers.  Matters affecting the wider Local Authority market should be raised and resolved in this forum.  This should be underpinned by an open dialogue, conducted through a variety of media such as workshops, web enabled discussion groups, training and development opportunities and case studies.
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BUYING CONSORTIA

23.
Buying consortia should publish annual accounts and performance information which is sufficient to allow Local Authorities to make informed decisions.

24.
Buying consortia should review their services and their structures in the light of the need to retain and win new business in a competitive environment.  They should pay particular attention to meeting the needs of smaller Councils.

Tender design, tender evaluation and contract management

DESIGNING AND PLANNING A PROJECT

25.
A project plan should be drawn up at the beginning of each procurement exercise, setting out all the strands of work, how they will be undertaken and the times for their completion.

26.
The LGA and DTLR should explore how a Gateway project review process can be developed to support Local Authorities who are involved in major, complex or high risk projects.  It should include a strategy for providing high quality project review teams with an understanding and experience of the commercial sector.  It should take advantage of the work done by OGC.

27.
Local Authorities should, in conjunction with suppliers, rationalise their procurement processes, e.g. by using common documents and pre-qualification processes or by using websites to exchange information.

MANAGING RISK

28.
Each Local Authority should develop a corporate strategy for managing risk which recognises the trade-offs between risk and reward.  That strategy should be applied to individual procurement decisions.

29.
The Audit Commission should continue to develop good practice on risk assessment for auditors and inspectors which supports a balanced view of the risks and benefits of various procurement techniques.

ASSESSING BIDS

30.
Local Authorities, with the support of the IDeA and other organisations, should develop evaluation criteria which incorporate quality and whole life costs.  The criteria chosen should not detract from the need for clear and prioritised objectives.  They should be agreed in advance and should be published, transparent and auditable.
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CONTRACT MANAGEMENT

31.
The project plan for all major procurements should include a requirement for client managers to be recruited or receive training and development prior to contract award.  It should specify the skills needed by the client managers.  Wherever possible, client managers should be party to the negotiation of the contract.  The skills needed by client managers should be discussed with potential service providers.

32.
Suppliers should provide managers who are experienced or trained to understand the Local Authority environment.

33.
Suppliers should be prepared to adopt an open book approach to the contract in complex contracting environments where change is likely.  The DTLR-led R&D programme “Supporting Strategic Service Delivery Partnerships in Local Government” should look at the definition of open book and its use.

34.
Suppliers should help Local Authorities by publishing data to support performance measurement (though where they have legitimate commercial concerns about confidentiality, these should be respected and assured).  This issue should be considered by the joint national forum.

APPLYING AND IMPROVING LEGISLATION

35.
Government should give a clear lead on how intelligent procurement might be achieved within the European public procurement rules.

36.
Changes are required to the European public procurement rules to simplify them and make them more flexible.  Changes should support the setting up of framework arrangements and greater use of discussion and negotiation.

37.
Central Government should use the opportunity presented by the recent review of legislation on partnership working to relax restrictions which prevent effective joint delivery of goods, works and services.

38.
Local Authorities and contractors should understand and make best use of statutory and non-statutory arrangements to protect the legitimate interests of staff during transfers, including TUPE regulations, the Cabinet Office Statement of Practice on Staff Transfers in the Public Sector and the provisions to allow admission to the Local Government pension scheme.

39.
Central Government and LGA should set up arrangements to monitor the effects of TUPE and Local Government pension scheme regulations which particularly look at what happens on subsequent retender of contracts.

