Appendix 2
Best Value Review-Procurement

I have been asked by Salford to provide an external challenge to its best value review of the procurement of services. My comments are based on my experience as Head of Procurement for Leeds City Council, and in the light of our own Best Value review of Purchasing and Procurement.

I do believe strongly that all local authorities are different and that ‘one size does not fit all’. I do not know the situation at Salford and it may be that some or all my comments below may be inappropriate for Salford, or for the stage that you are at, or the approach that you have adopted. 

1 Comparison

By way of comparison Leeds City Council has a revenue budget of  £1.2bn and a capital budget of £119m. It procures goods works and services from the private sector to a value of £327m. There are 47 staff centrally in the Corporate Procurement Unit carrying out this function, with a devolved procurement function in departments. The budget for the central unit is £1.4m per annum. As a result of the review Leeds has set a procurement challenge of saving £35m over the next 5 years, by way of improved leverage,  electronic procurement and more effective procurement processes.

2 Statutory framework

LGA 99

Before commenting on the work that you have done I thought it relevant to state the statutory background:

· LGA 99 S5(1)

A best value authority must conduct best value reviews of its functions….

· LGA 99 S5(3) 

In conducting a review an authority

(a) shall aim to improve the way in which its functions are exercised having regard to a combination of economy efficiency and effectiveness.

Note-The requirement relates  to ‘functions’ which is wider than services. ‘Functions’ includes the traditional concept of services plus the less tangible elements of a Council, for example the operation of the corporate body. The intention is to give authorities flexibility in the manner and scope of review.

Circular 10/99

Local authorities exist to meet the needs of their communities and this has been reinforced by the well being powers in the LGA 2000.  Many local authorities have drawn up a Community Strategy  following consultation with the community. This will set the strategic direction for the authority and the framework within which all other plans and strategies will sit.

The Best Value Guidance  (Circular 10/99 paragraph 46) acknowledges the need for a procurement strategy-‘(the identity of the provider of a service  is for an authority to determine)..in accordance with its procurement strategy  and evaluation policy’.  Para 47 of the Guidance requires authorities to revisit their standing orders on procurement and evaluation to ensure that they are consistent with the act and Guidance.

Procurement is therefore a tool which authorities  can use to achieve strategic objectives and therefore needs to be aligned with the corporate plan.

2 Salford  Best Value Review of Procurement of services

Draft Procurement Policy
It seems inevitable that there is likely to be an exponential growth in procurement in the next 5-10 years. The forces shaping this growth include:

· e government

· best value

· pfi/ppp

· education outsourcing

· partnering in construction

· health/ social service joint commissioning

· care trusts

· neighbourhood renewal

· arms length housing companies

· local transport planning

· technological/ demographic/  social change

Salford have already started to go down this route (para 9 of your report to Scrutiny  -Dec 2000-refers), but from the documentation available to me this seems to be on the basis of ad hoc decisions rather than as part of a strategic approach. This is endorsed by the fact that the Procurement Policy is still in draft form, and in its current form would not give Directors carrying out reviews a guide as to the City Council’s stand on these sorts of issues. This is generally easier said than done, for both political and practical reasons. However the policy should make some statement as to where the City Council stands on the delivery of services (make or buy or mixed economy?). 

In reality the City Council’s stance will only start to emerge when individual reviews are subject to scrutiny. 

The matrix attached to the draft policy is a useful tool. We have used something similar at Leeds and it has been positively received by Review Teams. It is important to stress that this is not a ‘tablets of stone’ document and can be added  to or amended to suit particular circumstances. Our experience has shown that some issues are not relevant to some services yet very relevant to others. I note your requirement that these be submitted to scrutiny however I do wonder whether this will distract from the main focus of a review. Furthermore we deliberately avoided any kind of scoring mechanism as both artificial and simplistic.

Draft Procurement Strategy

The draft procurement strategy that you have sent me does not  appear to embody the principles outlined in your December 2000 report to Scrutiny. Whilst it is true to say that no two authorities procurement strategies will, or should, be alike, there are I think certain ‘givens’ which must be included.  We are in the process of drafting our Procurement Strategy (we already have a procurement Policy approved by Members) and it will in general set out where we want to be in 5 years time, how we intend to get there, and all linked to the Corporate Plan. Your December 2000 report starts to  articulate the sorts of issues that should be covered by a procurement strategy. The following represents our checklist of  what we intend to cover (the whole life cycle guide will also be included as part of this document):

· value for money/reducing the cost of the procurement process

· continuous improvement of procurement processes

· seeking out and incorporating best in class

· ensure that all Council procurement is legal ethical and transparent

· manage the Council’s supply chains and develop better relationships and partnerships

· promote local sourcing and employment 

· reduce contractual disputes

· promote the Council’s social policy objectives in all aspects of procurement-particularly equal opportunities and environmental considerations

· training issues

Your draft procurement strategy is very good as a guide to the whole life cycle of  a procurement, however it should be supplementary to higher goals, and very definitely be linked to Members’ aspirations in the Corporate Plan (which in turn reflects the aspirations of citizens).  This is, I think, what the Government were getting at in the Circular (and in Best Value generally), that is, to provide services that the citizens of Leeds/ Salford  want.

The procurement strategy for Leeds should be comparatively easy to write since much of it will flow from our review. It may be more difficult for Salford since you have not yet looked at some of the issues in depth.

3 Service Profile Stage report

This document has rightly identified some issues for further consideration. It is important that the foundations are put into place before moving into considering other ‘operational’ issues. Clearly strategy and policy are key and these have been dealt with above.  Other key issues that require further consideration are as follows:

Organisation and structure has been considered in your December 2000 report. However this is a fairly superficial view of what may be required with little or no supporting evidence for the conclusions reached (nor the outcome of an examination of the 4C’s in relation to a structure and where it should sit, if at all).  Indeed, referring back to your June 26 report, one of the terms of reference identified was  to ‘consider how other organisations organise their procurement function and make recommendations to reflect best practice’. There is no reference to this in your report and the inspectorate would I imagine need to see evidence in support. As far as the report itself is concerned consideration could have been given at para 15 to the possibility of partnership with one or more local authorities (this is also something you could pursue on the question of Approved Lists dealt with elsewhere). This is an area that we are actively pursuing with Bradford City Council. I am not aware of the decision of your Members however any proposal to develop a central in house facility should include provision for staff  with project management skills (this may be included in ‘technical’), and some form of strategy/policy staff. I think that you should try to avoid replicating the old CCT unit.

Other issues for a full scale review should be:

Skills and capabilities

Information systems (this could more usefully be linked with your development of an e-commerce system and the whole issue of electronic tendering). Leeds has realised savings of approximately £3.5m per annum by electronically monitoring the tendering performance of contractors and producing tender lists which are a mix of rotation and competitive contractors.

Tools and techniques (eg tender evaluation based on quality/price)

Performance measurement (PI’s). You would need to develop strategic performance indicators to show how well (or not) any proposed central unit was doing.

It was interesting to note that you seemed to have difficulty extracting information from departments to inform your service profile-we had the same sorts of issues.

I would add that the above agenda is particularly daunting and should not be undertaken without adequate resources.

4 Standing Orders

My comments about ‘one size doesn’t fit all’ apply here too. However I did not feel that the revised Standing Orders reflected any ‘new’ thinking and are I suspect a rehash of the old version. In particular the provisions relating to the use of DLO/DSO (we have a similar provision)  need re-working to reflect Best Value. I was also surprised by the need to refer  procurement issues back to Members/ Cabinet, where it would be more pragmatic, and certainly more ‘Best Value’,  to allow full delegation to officers.

I do not know whether the review of CSO’s was done in isolation (ie by legal staff only), however a full review (including client views) should be undertaken following the completion of all the Year 1 reviews.

There are some issues covered in CSO’s which would be more appropriate in a Code of Practice  (CSO 53 onwards).

The format and style is not particularly user friendly. An electronic version would be a  step in that direction.

The revision also contains some typographical errors. 

5 Conclusion

I think that the work that you have done and the documentation that you have produced is a step in the right direction, in that the foundations need to be in place before you can move on. Subject to my comments above, the Procurement Policy and Strategy could with fine tuning be developed into workable documents. As you quite rightly state the acid test will be in practical results rather than ‘documents’. I note that you have referred to this work as stage 1 (which is what we have done), and I think that it should be made clear to the BVI that this represents the first part of a 2 year project (which is what we intend to do). Consideration of other strategic issues  (see para 3) should follow fairly quickly but be fairly detailed in analysis. This would represent a 6 month project with a full time team of 3. 

Finally it is important to articulate how all of the work that you have done will in itself translate through into Best Value for the Council. In that regard identification of potential savings may help to convince Members that there are real benefits to be had from the proposals you are suggesting. 

