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1.0 SUMMARY

1.1. One of the priority recommendations resulting from the Review of Public Sector Procurement in Scotland (McClelland Report) was the set-up of national and sectoral centres of procurement expertise.

1.2. The rationale for the centres of expertise is to:
· Provide the opportunity to aggregate/consolidate specific and common public procurement spend by categorising commodities and services into logical groupings.
· Better utilise very scarce procurement skills and knowledge, with the aim of achieving cost reduction and process efficiency.
· Provide a vehicle for driving collaborative, advanced procurement in the public sector
1.3.
Procurement Scotland was launched in March 2008 with the task of developing and implementing procurement strategies for the national Category A commodities on behalf of all Scottish public bodies. 
1.4.
Scotland Excel formally came into existence on 1 April 2008 to create a Centre of Procurement Excellence for all Scottish Local Authorities. It was hoped that a critical mass of councils electing to participate with effect from the formalisation date would be achieved. To this end, indications on participation were requested by 31 March 2008 or as soon as possible thereafter.
2.0 RECOMMENDATIONS

It is recommended that Council:

2.1. Note the information relating to Procurement Scotland and agree that updates on developments be provided when appropriate. 

2.2. That Clackmannanshire Council does not join Scotland Excel in 2008/09 on the basis that there is no financial benefit in doing so, as the cost of joining significantly exceeds the potential savings.

2.3. Consider the case for committing to Scotland Excel in the future and instruct ongoing review to establish if and when beneficial for the Council to join Scotland Excel.
2.4. 
3.0 BACKGROUND

3.1. Scottish public sector contracts now fall into one of three distinct categories:

•
Category A:
National contracts where there is a common requirement across the whole of the Scottish public sector (e.g. electricity, office supplies, gas, telecommunications, IT hardware, etc). These contracts will be based on the requirements/input of every public sector organisation and will be established by Procurement Scotland, based in Edinburgh.

•
Category B:
Sectoral contracts where there is a common requirement within a specific sector (e.g. prosthetics for health or wheeled refuse containers for local authorities). These contracts will be based on the requirements/input of every local authority in Scotland and will be established by Scotland Excel, the local authority centre of procurement expertise based in Paisley.

•
Category C:
Regional or local contracts (e.g. specific construction projects or one-off requirements). These contracts will be established by a grouping of organisations where the requirement is regional or by individual organisations where the requirement is local.  

3.2. Scottish public sector organisations will in future be expected to source all of their requirements from National Category A and/or Sectoral Category B contracts or have a justifiable and demonstrable case for not doing so.

3.3. To access National Category A and Sectoral Category B contracts, public sector organisations will have to commit to joining Procurement Scotland, the national centre of procurement expertise and Scotland Excel, the local authority centre of procurement expertise.

3.4. Renfrewshire Council as lead authority for the existing Authorities Buying Consortium (ABC) was successful in securing Efficient Government Funding to create a Centre of Procurement Excellence for all Scottish Local Authorities, branded Scotland Excel.

3.5. Scotland Excel will be established based on a Joint Committee. Membership will be open to all Scottish Local Authorities. Other non-local government organisations such as police and fire authorities can also participate as associate members. Membership will continue indefinitely, with 1 year’s notice of withdrawal required.

3.6. Each Local Authority who joins Scotland Excel will be represented on the Joint Committee. Authorities with a population of less than 200,000 will be represented by one elected member, with Authorities with a population greater than 200,000 represented by two elected members. 

3.7. A representative executive sub-committee will also be set up and will meet more frequently between the full Joint Committee meetings. The executive sub-committee will be 25% of the full Joint Committee and its members will be drawn from the full Joint Committee’s membership. 

3.8. In order to ensure a more detailed oversight of Scotland Excel’s operations, a management group of six Chief Executives (or nominees) drawn from member authorities will also be set up. This group will meet on a monthly basis and will be chaired by the Chief Executive of the lead authority (Renfrewshire Council). This group will set performance targets for Scotland Excel and review participation in contracts.

3.9. Renfrewshire Council will act as lead authority and provide administration and other support to Scotland Excel.

3.10. Member authorities of Scotland Excel will be obliged to use the product and services range agreed by the Joint Committee and its management group. Reasons for not using Scotland Excel contracts must be provided and a member authority cannot breach or replicate an existing contract, which it has already entered into with Scotland Excel.

3.11. There are five key work streams being undertaken in the development of Scotland Excel. These are:

•
People, organisation and skills 

•
Contract Renewals 

•
Communications and Marketing 

•
Information Technology 

•
Supplier and Customer Relationship Management 

3.12. These work streams are being funded from the Efficient Government Bid.

3.13. The core objectives of Scotland Excel are to:

•
Secure cost reduction in excess of £47.8M per annum by the end of 2009/10, increasing to £66M per annum thereafter.

•
Significantly improve best practice procurement capacity across the local authority sector.

•
Create a forum and communication medium for engaging with suppliers.

3.14. Significant work has been undertaken to develop the organisational structure of Scotland Excel and the Category B contract phasing for Years 1 – 3, thereby providing the platform for delivery of the core objectives detailed in 3.13.
3.15. The establishment of Scotland Excel delivers one of the fundamental recommendations of the Review of Public Sector Procurement in Scotland and the centre of expertise is considered one of the main vehicles for the delivery of efficiency benefits.
3.16. The current position in relation to local authority commitment is as follows:

•
20 councils have committed to joining Scotland Excel from 2008/09.

•
7 councils have indicated that papers are going to appropriate forums over the forthcoming weeks for a decision on participation.

•
5 councils have to date provided no indication on their position in the participation process (Clackmannanshire, Stirling, Falkirk, Orkney and Shetland).

3.17. The Success of our Joint Buying arrangement with Falkirk and Stirling Councils has served us well since inception and has provided a sound platform for procurement improvement, collaboration and delivery of efficiency benefits for the partners.

3.18. The business case for the potential Shared Services collaboration (JBA partners plus East Dunbartonshire and Perth & Kinross) has also demonstrated the potential for improved procurement and delivery of efficiency benefits.

3.19. The majority of current JBA and potential Shared Services contracts would be seen as Cat B contracts and it is clear through the financial analysis undertaken that the benefits of a one size fits all, consolidation and aggregation from the planned Cat B contracts would be minimal due to our current arrangements.

3.20. Consultations have taken place with senior procurement staff in Stirling Council, Falkirk Council and Scotland Excel to ensure that a common position is taken in respect of Scotland Excel participation for Years 1 – 3 due to the contractual implications for each partner.

4.0 CONCLUSIONS

4.1.
Participation Options


The options relating to Scotland Excel participation are as follows:

Option 1
Commit from Year 1 (2008/09), accept that the annual subscription cost will not be recouped until Year 3 at the earliest and that there will be an estimated under-recovery totalling £68,541 in Years 1 -3. It must be noted that no budget provision has been made for Scotland Excel participation in the 2008 / 2009 budget. This option is deemed not to offer best value to the taxpayer.
Option 2
Commit to participating in the longer-term, but delay joining until Year 2, 3 or beyond. Appropriate changes to the Scotland Excel contract phasing would significantly impact on and improve the case for Clackmannanshire Council participating. This option offers the opportunity to Council to consider the case for committing to Scotland Excel in the future and instruct ongoing review to establish the optimum date for the Council joining Scotland Excel. It would also allow the council to make budget provision based on the above review and any subsequent Council approvals.
Option 3
Do not commit to participate at any time to the Category B contracts run by Scotland Excel. In procurement terms, there is little doubt that participation in Scotland Excel could deliver efficiency benefits to Clackmannanshire Council in the future. Should Clackmannanshire Council decide not to participate in Scotland Excel at any time:

· A robust and demonstrable business case will be required, particularly given the external audit scrutiny of procurement in public sector organisations.

· Given that it is probable that a critical mass of councils will be formed in respect of participation from Years 1 - 3, there is the potential that Clackmannanshire Council could to an extent become marginalised in relation to procurement.
4.1. Policy Implications


Changes to Contract Standing Orders will be required to accommodate 

participation, including the provision of delegated powers to Scotland 

Excel to act on behalf of the Council.

5.0 SUSTAINABILITY IMPLICATIONS

5.1. Consolidation and aggregation could potentially affect the ability of local companies/employers to win business. 


It must be stressed that steps are being taken to minimise any potential 
negative impact.


6.0 FINANCIAL IMPLICATIONS

6.1. The following costs will accrue in Years 1 – 3 should Clackmannanshire Council commit to the centres of procurement expertise:

In Years 1 – 3, the cost of committing to Scotland Excel will exceed the projected savings by £68,541
•
Subscription Cost
  £ 135,483 (based on 32 council participation)

•
Projected Savings
  £   66,942


Based on the detailed analysis, it will be Year 3 before projected annual savings exceed the annual subscription cost.


The under-recovery of cost is related in the main to Scotland Excel’s contract phasing for Years 1 – 3. Changes to the contract phasing could significantly impact on and improve the case for Clackmannanshire Council participating.
6.2
Procurement Scotland will incur no cost in Years 1 – 3, but unknown costs may accrue from Year 4 onwards.

6.3
No budget provision has been made for Scotland Excel participation in the 2008 / 2009 budget.
6.4.
Declarations
(1)
The recommendations contained within this report support or implement Corporate Priorities, Council Policies and/or the Community Plan:

·      Corporate Priorities (Key Themes) (Please tick  MACROBUTTON UncheckIt ()
Achieving Potential





 MACROBUTTON CheckIt (
Maximising Quality of Life





 MACROBUTTON CheckIt (
Securing Prosperity





 MACROBUTTON UncheckIt (
Enhancing the Environment





 MACROBUTTON CheckIt (
Maintaining an Effective Organisation




 MACROBUTTON UncheckIt (
· Council Policies  (Please detail)

· Community Plan (Themes) (Please tick  MACROBUTTON UncheckIt ()

Community Safety     





 MACROBUTTON CheckIt (
Economic Development





 MACROBUTTON CheckIt (
Environment and Sustainability





 MACROBUTTON CheckIt (
Health Improvement





 MACROBUTTON CheckIt (
(2)
In adopting the recommendations contained in this report, 

 MACROBUTTON UncheckIt (
the Council is acting within its legal powers. (Please tick  MACROBUTTON UncheckIt ()

(3)
The full financial implications of the recommendations contained
 MACROBUTTON UncheckIt (
in this report are set out in the report.  This includes a reference
to full life cycle costs where appropriate. (Please tick  MACROBUTTON UncheckIt ()

____________________________
Head of Business Improvement and Technology

____________________________
Director of Corporate Development 
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