1.0

11

2.0

2.1

2.2

2.3

2.4

3.0

3.1

Inve rc Iyde AGENDA ITEM NO: 11

council
Report To: Policy and Resources Committee Date: 17" May 2016
Report By: Corporate Director, Environment, Report No: PR/09/16/AF/BH
Regeneration & Resources
Contact Officer:  Brendan Hurrell Contact No: 01475 712654
Subject: Procurement in Councils — Audit Scotland Report
PURPOSE

To provide the Committee with a summary of the Accounts Commission’s report on Procurement
in Councils and to highlight any actions.

SUMMARY

The attached report (Appendix 1) describes the impact made by the Accounts Commission’s
performance audit report on ‘Procurement in councils’ published on 24 April 2014.

The impact report explains how the April 2014 report has been used by stakeholders, including the
Scottish Parliament, Scotland Excel and Councils. It updates the analysis in the original report on
the Procurement Capability Assessment (PCA).

Councils’ PCA scores have further improved, both overall and across all eight PCA sections.
Inverclyde Councils procurement performance is reflective of this as the PCA score increased from
54% 2013 to 62% in 2014. The impact report highlights that the PCA tool is about to be replaced
by the Procurement and Commercial Improvement Programme (PCIP) . As highlighted by the last
Procurement update to the Policy and Resources Committee, the PCIP results will not be
comparable to PCA results and recent mock assessments undertaken by other Councils indicate a
significant drop in scores. This is not because performance has dropped but is down to the
assessment being harder. It is expected that the Inverclyde Council PCA score would drop
significantly when we receive our assessment in September 2016.

Councils are increasingly using standardised contracts developed by Scotland Excel, with the total
value of standardised contracts rising by 39 per cent between April 2014 and December 2015 —
from £503 million to £698 million. The Impact report lists all the recommendations in the report on
page 16 of Appendix 1, and profiles the progress that has been made. The progress against each
action as it applies to Inverclyde Council is detailed in Appendix 2.

RECOMMENDATIONS

That the Committee note the findings within the Impact report, the progress being made and the
actions that are being taken.

Aubrey Fawcett
Corporate Director, Environment, Regeneration & Resources
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BACKGROUND

Audit Scotland conducted an investigation into the current status of Procurement at all 32 Local
Authorities in the later part of 2013 and into 2014.

The Procurement Manager summarised the findings on the initial report in a report to the Policy
and Resources Committee in August 2014 where actions were approved.

The latest report explains how the audit report has been used by stakeholders, including the
Scottish Parliament, Scotland Excel and councils. It updates the analysis in the original report on
the Procurement Capability Assessment (PCA). The Impact report is attached in Appendix 1.

RECENT PROGRESS

The Impact report lists all the recommendations in the report on page 16 of Appendix 1, and
profiles the progress that has been made. The progress against each action as it applies to
Inverclyde Council is detailed in Appendix 2.

Councils’ PCA scores have further improved, both overall and across all eight PCA sections.
Inverclyde Councils procurement performance is reflective of this as the PCA score increased
from 54% 2013 to 62% in 2014. The impact report highlights that the PCA tool is about to be
replaced by the Procurement and Commercial Improvement Programme (PCIP) . As highlighted
by at the last Procurement update to the Policy and Resources Committee, the PCIP results will
not be comparable to PCA results and recent mock assessments undertaken by other Councils
indicate a significant drop in scores. This is not because performance has dropped but is down to
the assessment being harder. It is expected that the Inverclyde Council PCA score would drop
significantly when we receive our assessment in September 2016.

The Procurement Strategy is aimed at achieving the aims set out in the new Procurement and
Commercial Improvement Programme (PCIP). Updates on progress are provided to the Policy
and Resources Committee every second cycle.

Finance

Financial Implications:

One off Costs

Cost Centre Budget Budget | Proposed Virement | Other Comments
Heading | Years Spend this From
Report £000

N/A

Annually Recurring Costs/ (Savings)

Cost Centre Budget With Annual Net | Virement Other Comments
Heading | Effect Impact £000 | From (if
from Applicable)

N/A
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Legal

There are no matters of a legal nature arising from this report.
Human Resources

There are no matters of a HR nature arising from this report.
Equalities

Has an Equality Impact Assessment been carried out?

Yes See attached appendix

This report does not introduce a new policy, function or strategy or recommend
X No a change to an existing policy, function or strategy. Therefore, no Equality
Impact Assessment is required.

Repopulation

No implications.

CONSULTATIONS

None

LIST OF BACKGROUND PAPERS

Procurement in Councils — Audit Scotland Report (April 2014)
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Audit Scotland is a statutory body set up in April 2000 under the Public Finance and Accountability
(Scotland) Act 2000. It provides services to the Auditor General for Scotland and the Accounts Commission.
Together they ensure that the Scottish Government and public sector bodies in Scotland are held to account
for the proper, efficient and effective use of public funds.
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Summary of overall progress

Contribution to key aspects of public sector audit

e The audit has highlighted
challenges to the financing
of Scotland Excel’s
ongoing support for
councils

e Scotland Excel has
promoted the benefits of
greater collaboration
among councils

—

e

...better
understanding
of financial
sustainability?

A

...better value
for money?

A

How did Procurement in

I re——
'.Scotland Excel has developed
48 contracts and is developing
contracts in a further seven
service areas
Between 2013 and 2014, the
procurement performance of
23 out of 25 councils improved
Councils’ procurement has
improved in all eight
categories

e Scotland Excel has calculated
indicative savings achievable
from the new contracts it has

councils contribute to...

 N—
A 4

) 4

developed ...improved ...more transparent
e Over 3,500 council delegates governance reporting 2l
and financial financial and other
have attended Scotland Excel  management? performance?
training courses since January
2009
M__ /

) 2016 onwards

Councils are now submitting
procurement data annually and
on time

Most Best Practice Indicators
have been dropped by the
Scottish Government, due to
their overlap with the new PCIP
tool for assessing councils’
procurement performance from
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Introduction

1.

This report describes the impact made by the Accounts Commission’s performance audit
report on ‘Procurement in councils’, published on 24 April 2014. The Accounts Commission
sponsors for the audit were Colin Peebles and Sandy Cumming.

Audit aim and objectives

2.

The audit aimed to assess whether councils were efficiently and effectively managing how
they procured goods and services. The specific objectives were to determine:

How much did councils spend on goods and services, and what savings and other
benefits councils identified through better procurement?

Did councils manage procurement well and have good governance for it in line with good
practice?

How well was Scotland Excel helping councils to improve procurement and achieve
savings in spending on goods and services?

Key messages

3.

The key messages from the April 2014 report were as follows:

Councils spent over £5.4 billion on goods and services in 2012/13; over half of the total
public sector procurement spend in Scotland. This spending is extremely diverse,
although more than half is on social care and construction. Since 2006, initiatives by the
Scottish Government and Scotland Excel have led to significant changes in councils’
procurement practices. Procurement now has a higher profile and councils are buying
more goods and services collaboratively. New legislation and EU directives will bring
about further change.

Councils can use procurement to improve service quality and achieve benefits for the
community. Councils are systematically using procurement spending to support local
economic development. Councils have recently begun to make community benefits such
as apprenticeships and environmental improvements an integral part of contracts.

Councils’ spending through collaborative contracts set up by the Scottish Government
and Scotland Excel has increased by over 80 per cent over the past three years to £503
million, but accounts for only 9.3 per cent of their total procurement spend. This
percentage is likely to increase further as Scotland Excel and the Scottish Government
introduce more collaborative contracts. The Scottish Government, Scotland Excel and
councils reported total procurement savings of £71 million in 2012/13, 1.3 per cent of
procurement spend; with £43 million (61 per cent) of these savings arising from Scotland
Excel or Scottish Government collaborative contracts. Councils are relying on
procurement to generate savings to meet budget pressures, but some of their savings
calculations may not be reliable or may be incomplete. Further savings are possible if
councils make greater use of collaborative contracts and replace paper-based systems
with ‘purchase to pay’ compliant ICT systems.
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e Councils and Scotland Excel have used the Procurement Capability Assessment (PCA)
process to improve procurement practice. All councils have improved their procurement
capability since 2009. However, the average assessment score has only reached 56 per
cent. The rate of improvement varies among councils and some need to improve more
quickly. Councils that invest in qualified improvement staff and improved systems can
both improve service quality and achieve financial savings.

Key recommendations

4. The report’s key recommendations were:

The Scottish Government should work with councils to:

e review and update the Best Practice Indicators (BPIs), drawing on councils' experiences,
to reflect changes in procurement since 2008 and improve their usefulness to councils.

Scotland Excel should:

e maintain and improve its sharing of knowledge and experience with the Scottish Futures
Trust, and with the associated joint venture companies

e setrealistic timescales and savings targets for contracts, particularly in new areas of
contracting.

Councils and Scotland Excel should:

e review and formalise arrangements to fund procurement reform activity beyond 2016.

Council staff involved in procurement should:

e  submit accurate and complete information to the Procurement Hub (the Hub) on a regular
and timely basis (ideally quarterly, and as a minimum within three months of the end of
the financial year)

e examine the costs and benefits of differentiating ALEO and council expenditure in their
Hub submissions*

e make greater use of the tools and facilities provided by the Hub, including the use of BPIs
in their performance reporting and to benchmark their progress

e engage earlier with suppliers and the people who use public services to help develop
contract specifications that more accurately reflect service user requirements and allow
for greater innovation within contracts

e use the Public Contracts Scotland tender module for all applicable contracts

e make full use of national collaborative contracts and provide a clear explanation for non-
participation in these contracts to the relevant council committee

e develop a systematic approach to collecting information on non-financial benefits
including economic, community and environmental benefits and report the benefits to the
relevant council committee on a regular basis

. ALEOs = arm’s-length external organisations.
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e calculate procurement savings using a consistent and transparent methodology that
demonstrates clearly how the savings are calculated and their relationship to improved
procurement

e make better use of market research, cost avoidance and improved contract management
to identify savings and potential service improvements

e aim to achieve the ‘superior performance’ level in the PCA, particularly in relation to:
- spend covered by agreed commodity/project strategies
- participation in Scotland Excel contracts
- automation of procurement and payment processes

- spend captured in the council’s contract register.

Councils’ corporate management teams should:

e benchmark their procurement staffing against similar-sized councils with higher PCA
scores and, where appropriate, produce a business case for employing additional
qualified procurement staff where they have lower staffing levels

e examine the benefits of joint working or joint procurement teams as a way of securing
economies of scale and creating collaborative contracts

e phase out paper purchasing systems and consider the business case for moving all
purchasing systems to an electronic ‘purchase to pay’ basis

e raise staff awareness of accountability and controls by:
- implementing a written code of ethics
- requiring staff involved in procurement to complete a register of interest statement

- require internal audit to conduct a regular assessment of procurement risk, including
the risk of fraud.

Councils should:

e  require a report on procurement savings and non-financial procurement benefits to be
submitted to the appropriate committee on a regular basis

e encourage elected members sitting on the main committee(s) dealing with procurement to
complete specific training to help them undertake their governance role more effectively.

5. We anticipated that the report would add value in a number of areas by identifying lessons
learned and highlighting good practice. To help with this, we also published a self-assessment
checklist for councillors in April 2014. It set out issues that councillors may wish to consider in
relation to procurement in their own council. It allowed councillors to assess themselves
against each good practice statement; identify what actions need to be taken forward; and to
apply the checklist annually to review a council’s progress.
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Raising awareness and communication of key messages

Media coverage

6.

The Scotsman, Dundee Courier, Evening Times, STV Online and Public Finance all picked up
on the report. Coverage was accurate, reflected the report’s key messages and was largely
based around a piece by the Press Association. A local radio station highlighted the
performances of Aberdeen City Council and Aberdeenshire Council.” Comhairle nan Eilean
Siar (Western Isles Council) issued a release based on its procurement practice.® Also,
Renfrewshire Council’'s work was highlighted by the Paisley Daily Express.*

Politics

7.

10.

COSLA President David O'Neill said: "As today's report recognises, councils have made good
progress in terms of procurement. We have established Scotland Excel and use of
collaborative contracts has increased by 80% over the last three years... It is also worth noting
that councils use procurement spending to support local economic development and some
have begun to use it to deliver other local benefits such as apprenticeships and environmental
improvements."”

Scottish Labour’s local government spokeswoman Sarah Boyack commented: “Any area
where local authorities can make much needed savings is welcome and cutting back on the
cost of procurement has long been needed. Councils are under increasing financial strain
from additional service requirements to cope with an ageing population and the cost

implications of maintaining or replacing infrastructure that is no longer fit for purpose.”®

Scottish Liberal Democrats’ leader Willie Rennie pointed to savings through the use of an
electronic system for procurement: "By bringing payments into the 21st Century councils could
save the taxpayer £28 per invoice, amounting to £9m in total. It is in the taxpayers' interests
for ministers to work with local authorities in order to enable this change to happen."’

Scottish Green MSP Alison Johnstone said council spending should be more geared towards
supporting local economies or sustainability.®

Downloads

11.

Between publication of Procurement in councils in April 2014 and the end of September 2015,
there were:

e 4,216 downloads of the main national report, with 160 downloads in September 2015
e 154 downloads of the self-assessment checklist for use by councillors

e 128 downloads of the podcast.

Original 106, www.originalfm.com
Press release, Comhairle Commended For Procurement Procedures, Comhairle nan Eilean Siar, 24 April 2015.

Like other titles taken over by Trinity Mirror, the Paisley Daily Express has lost its own archive.
As reported by STV news, 24 April 2014. COSLA = Convention of Scottish Local Authorities.

Press statement, Scottish Labour, 24 April 2014.
As reported by STV news, 24 April 2014.
As reported by STV news, 24 April 2014.
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Presentations

12.

The Chair of the Accounts Commission gave the keynote presentation at the Capita
conference about ‘procurement in public services in Scotland’, in May 2014. In June 2014, the
audit team gave presentations to the Scottish Councils’ Heads of Procurement meeting and to
Scotland Excel. The audit team also made a presentation to South Ayrshire Council. All
presentations were well received.

Parliamentary consideration

13.

The Scottish Parliament Infrastructure and Capital Investment (ICl) Committee took evidence
from the Scottish Futures Trust (SFT) on 5 November 2014, concerning the committee's
scrutiny of the Scottish Government's draft budget 2015/16. The SFT said it would seek a
corporate commitment from the bodies accountable for procurement, and increase focus on
getting the 'right project and right deal' by involving experienced individuals in planning.®

Local consideration of the report

Scotland Excel

14.

15.

16.

17.

18.

10

11

12

Scotland Excel is the centre of procurement expertise for the local government sector, and a
non-profit making organisation funded by participating local authorities. Through collaboration
with councils and suppliers, it aims to raise procurement standards, secure best value, and
improve the efficiency and effectiveness of public sector procurement.™

In response to the publication of Procurement in councils, the Director of Scotland Excel said
“Scotland Excel welcomes the findings of Audit Scotland's report and is pleased that it
recognises the progress that has been achieved. Scotland Excel remains committed to
supporting local authorities as they transform procurement within their organisations, and we
are confident that ongoing improvements in sector performance will deliver additional benefits
in future."**

Scotland Excel has since conducted a consultation exercise in which councils’ procurement
activity was discussed with their procurement teams and senior management; and the support
available from Scotland Excel was considered. Scotland Excel has said that Procurement in
councils has helpfully provided a credible, independent assessment of council procurement
and remains valuable in shaping the agenda for discussions with councils.*?

Scotland Excel produced an updated corporate strategy in June 2015 for the period 2015-18.
Supporting the implementation of the strategy is a performance management framework in
which four corporate goals cascade to a set of strategic objectives and these in turn map to
objectives for teams and individuals.

Since Procurement in councils was published, Scotland Excel has developed a wider range of
standardised contracts for services typically procured by councils. Developed in consultation
with service managers and service clients, standardised contracts have the potential to save a

Page 37, Papers for the Finance Committee meeting on 5 November 2014, Scottish Parliament.
Scotland Excel FAQs, Scotland Excel website as at 10 November 2015.

News release: Audit Scotland report on local authority procurement published, Scotland Excel, website at 12 November 2015.

Audit Scotland meeting with the Head of Customer and Business Services, Scotland Excel, 29 October 2015.
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council a considerable investment in developing its own contracts; reduce risk by providing
assurance that the contract has been informed by good practice; and potentially generate
savings. Further information on the contacts is contained in Appendix 1.

Councils

19.

20.

21.

22.

23.

13

14

15

It is difficult to identify how much of the improvement in councils’ procurement performance
can be attributed to Procurement in councils; to Scotland Excel's ongoing support for councils;
and to councils’ own improvement work.

Audit Scotland has taken stock of changes in councils’ procurement performance, using data
supplied by Scotland Excel. Between 2009 and 2014, councils’ procurement performance was
assessed annually by Scotland Excel using the Procurement Capability Assessment (PCA)
tool. The PCA tool used 52 questions across eight sections, resulting in a score for each
section and an overall percentage score for a council. For Procurement in councils, Audit
Scotland examined the PCA tool and concluded that it effectively assessed a council’s
procurement arrangements.*® The audit was therefore able to place reliance on PCA results,
and the audit report used PCA data for 2013 to analyse all councils’ procurement capability.
For the purposes of this impact report, we have updated the analysis to include the most
recent PCA results, for 2014.

Procurement in councils noted that between 2009 and 2013, the average overall PCA score
for all councils rose from 22 per cent to 56 per cent (Exhibit 1, overleaf). In 2013, the average
score was below 50 per cent for two of the eight PCA sections — contract & supplier
management; and key purchasing processes & systems.

A total of 25 councils chose to participate in the 2014 PCA. Of the other seven, some chose
not to participate because the PCA was about to be phased out and some councils would
have liked to participate but were unable to due to limited staffing resources.

Between 2013 and 2014, councils’ overall PCA scores improved further — from 56 per cent to
62 per cent on average.” Councils improved in all eight PCA sections:

¢  Two sections improved to ‘superior performance’ (75 percent or over) — procurement
strategy & objectives; people).

e A further two sections, although improving, remained below 50 per cent — contract &
supplier management; and key purchasing processes & systems. However, both these
sections improved steadily from 2009 to 2014.

e The section on contract & supplier management made the largest improvement (seven
per cent).

e For the third consecutive year, no section was in the ‘non-compliance’ category.

Paras 65-67 of the main report, Procurement in councils, Accounts Commission, April 2014.
The seven councils were Angus, Dundee City, East Renfrewshire, Clackmannanshire, Perth & Kinross, Stirling and West Lothian.
For the seven councils that did not have a 2014 PCA, their 2013 scores are applied to 2014 to enable 32-council comparisons.
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Exhibit 1

Overall changes in Procurement Capability Assessment scores, 2009-2014

Overall, councils improved in all areas between 2009 and 2013, and from 2013 to 2014.

0-24 per cent 25-49 per cent 50-74 per cent 75 per cent or over
Compliance Improved performance Superior performance

Councils’ average score (per cent)

PCA section 2009 | 2010 | 2011 | 2012 | 2013 | 2014
Procurement leadership & governance 25 38 48 58 63 66
Procurement strategy & objectives 31 43 58 64 73 77
Defining the supply need 30 45 54 60
Commodity/project strategies & collaborative procurement 40 53 61 67
Contract & supplier management 33 39 46
Key purchasing processes & systems 39 38 40 44
People 25 39 49 58 71 76
Performance measurement 34 39 50 55

Overall score 32 40 48 56 62

Note: the seven councils without a 2014 PCA have had their 2013 scores applied to 2014 to allow 32-council

comparisons.
Source: Scotland Excel, November 2015

24.  Among the 25 councils that participated in the 2014 PCAs:

o  Twenty-three councils improved their overall PCA score. North Lanarkshire Council’s

score remained the same and East Lothian Council’s score fell by 2 per cent.

e  Four councils were in the ‘superior performance’ category (Renfrewshire, 83 per cent;
City of Edinburgh; 76 per cent; Glasgow City, 76 per cent; South Lanarkshire, 75 per

cent).

¢ Nineteen councils were in the ‘improved performance’ category (50-74 per cent).

e  Two councils were in the ‘compliance’ category (Shetland Islands, 40 per cent;

Clackmannanshire, 45 per cent) (Exhibit 2, overleaf).

25.  Some councils improved significantly from 2013 to 2014 (eg East Dunbartonshire, City of
Edinburgh, Falkirk, North Ayrshire, South Lanarkshire). Progress has been slower in certain
larger councils that performed relatively well in the early years of the PCA (eg Aberdeen City,

Aberdeenshire, Highland, North Lanarkshire).

Procurement in councils
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Exhibit 2

Councils’ PCA scores, 2009-2014
All councils’ performance has improved since 2009.
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Note: seven councils did not participate in the 2014 PCA assessments. Eilean Siar = Western Isles.

Source: Scotland Excel, November 2015

26. Larger councils have tended to score more highly in the PCA and there is a statistically
significant correlation between a council’'s overall PCA score and its size, measured in terms
of its population. The top three performing councils in terms of 2014 PCA scores (City of
Edinburgh, Glasgow City, Renfrewshire) accounted for 23 per cent of Scotland’s population
while the bottom three (Clackmannanshire, East Lothian, Shetland) accounted for three per
cent. Nevertheless, some smaller councils (eg Eilean Siar) have performed better than other
councils of a similar size. The strength of the link between council size and PCA scores has
weakened since 2011, suggesting smaller councils are tending to catch up on larger ones.

27. Increasingly, councils are using standardised contracts developed by Scotland Excel. The
total value of standardised contracts rose by 39 per cent between April 2014 and December
2015 — from £503 million to £698 million. Contracts’ total national values ranges between £1.5
million for waste disposal equipment and £75 million for children’s residential care."®

28. The PCA tool covered how well councils manage off-contract spend and control of maverick
spend (spend outside of approved contracts). Scotland Excel reports that most councils have

1 Contract portfolio information supplied to Audit Scotland by Scotland Excel, January 2016.
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improved their contract coverage since 2009. PCA data showed that in 2014, 80 per cent of
councils tested demonstrated ‘improved performance’ (over 70 per cent of spend is covered
by strategies) or 'superior performance’ (over 70 per cent of spend is covered by contracts).
However, Scotland Excel found that most councils still needed to do more to ensure staff use
contracted suppliers. Only one council (Glasgow City) was in the ‘superior performance’
category. Specific responses of a random sample of eight councils to Procurement in councils
are summarised in Exhibit 3.

Exhibit 3

Some councils’ response to the Procurement in councils report

Councils have reacted positively.

East Ayrshire — The council published a new corporate procurement strategy for 2014-2019. It
referenced Procurement in councils and council officers assured the Cabinet that ‘the Council's
Procurement Strategy reflects the key messages... and that where appropriate, required actions have
been incorporated into our Corporate Procurement Strategy Action Plan to respond to the key
recommendations...’

East Dunbartonshire — In June 2015, the council issued its Procurement Strategy for 2015-18. The
strategy acknowledged the contribution made by Procurement in councils."’

East Renfrewshire — The Audit and Scrutiny Committee considered a council report on Procurement in
councils, profiling the council’s stance on each recommendation. **

City of Edinburgh — A report to the Finance and Resources Committee outlined the council’s response
to each recommendation in Procurement in councils. It noted, for example, that a programme of training
and awareness sessions was being developed for delivery to elected members. "

Midlothian — A report to the Audit Committee asked its members to consider the extent to which the
council was working in accordance with the recommendations in Procurement in councils. It profiled the
council against each recommendation and addressed work planned by the council to develop a local
procurement policy to strengthen engagement with local businesses.”’

Moray — The Audit and Performance Review Committee noted that ‘...the Corporate Management Team
had tasked the procurement team to challenge services to consider community and environmental
benefits which would align themselves with the council’s social responsibility targets in the strategic
plan.’21 The committee agreed further procurement training would be arranged for elected members.*

Highland — The Resources Committee welcomed Procurement in councils ‘...as a positive contribution to
the national Procurement Improvement Programme’. The committee agreed its response to each
recommendation in the report.*

Renfrewshire — The Audit, Petition and Scrutiny Board was briefed on Procurement in councils, and
about the council’s standing in relation to each of its recommendation.”*

Source: councils’ online meeting papers and reports

17

18

19

20

21

22

23

24

Para 1.1, Procurement Strategy 2015-2018, East Dunbartonshire Council, June 2015.

Report to the Audit and Scrutiny Committee, East Renfrewshire Council, 12 June 2014.

Item 7: Report to the Finance and Resources Committee, City of Edinburgh Council, 30 September 2014.
Item 6: Report to the Audit Committee, Midlothian Council, 16 June 2015.

Item 7: Report to the Audit & Performance Review Committee, Moray Council, 14 May 2014.

Item 6: Committee minutes, Audit & Performance Review Committee, Moray Council, 14 May 2014.

Item 13, Report to the Resources Committee, Highland Council, 24 February 2015.

Item 7: Report to the Audit, Petition and Scrutiny Board, Renfrewshire Council, 201
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Contribution to national developments

29. The audit team for Procurement in councils was consulted during the development of the new
Procurement and Commercial Improvement Programme (PCIP) tool for assessing councils’
performance in future. The PCIP focuses on policies and procedures driving procurement
performance, the results they deliver, and has been endorsed by the Scottish Government.”
Scotland Excel anticipates rolling out the PCIP in local government during the first half of
2016.

Progress on implementing recommendations

30. Progress has been made across the recommendations in Procurement in councils, and is
ongoing in some areas. Appendix 1 lists all the recommendations in the report and, where
possible, profiles the progress that has been made.

Outlook

The method for assessing public bodies’ procurement is about to change
31. The PCA tool is about to be replaced by the PCIP. Some key points are that:
e PCA was used to assess bodies annually whereas PCIP will occur every two years.
o  PCIP results will not be comparable to PCA results.

o There will be three types of PCIP depending on an organisation’s sector, size, complexity
and uniqueness.®®

New procurement legislation will take effect
32. The regulatory framework for procurement is changing across the public sector. For example:

e  The Public Bodies (Joint Working) (Scotland) Act 2014 introduced a framework for
integrating health and social care.”” Scotland Excel plans to work with local government
and the NHS to ensure procurement services respond to the needs of Joint Boards.*

e The Procurement Reform (Scotland) Act 2014 establishes a legislative framework for
sustainable public procurement. It provides ministers with powers to make regulations
and issue statutory guidance. The new duties are to take effect from April 2016.%°

e  The Community Empowerment (Scotland) Act 2015 aims to empower communities in
making decisions about their local areas, including how services are provided, and takes
effect from April 2016.%°

25 Procurement — Procurement and Commercial Improvement Programme, Scottish Government website as at 12 November 2015.

26 Audit Scotland meeting with the Head of Customer and Business Services, Scotland Excel, 29 October 2015.
27 The Act, Explanatory notes, The Public Bodies (Joint Working) (Scotland) Act 2014.
28 Page 8, Shared Vision, Shared Success: our corporate strateqy 2015-18, Scotland Excel, June 2015.

29 The Procurement Reform (Scotland) Act 2014 (Commencement No. 3 and Transitional Provisions) Order, January 2016.

30 The Community Empowerment (Scotland) Act 2015 (Commencement No. 3 and Savings) Order 2015, November 2015.
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Scotland Excel faces financial challenges

33.

34.

When Scotland Excel was established in 2008, the Scottish Government granted it £4.5
million to fund its set-up costs and procurement reform activities. At March 2013, £1.2 million
remained.®" In the annual audit report on 2014/15, the external auditor reported that the ring-
fenced funding for reform, £0.3m as at 31 March 2015, is likely to be fully utilised in 2016,
with no plans in place to fund reform work from 2016 onwards.* The auditor recommended
that the organisation should prepare options as part of its budget-setting process for 2016/17.
Scotland Excel developed funding proposals for its Joint Committee on 27 November 2015,
which approved that the requisition for each council increase by 9.4 per cent for 2016/17 as a
means of beginning to fund all of Scotland Excel’s ongoing procurement activity sustainably.**

In October 2015, Scotland Excel advised Audit Scotland that resolving the organisation’s
financial stability after 2016/17 will be challenging.®* A significant portion of its income derives
from the sale of training and support to councils, and Scotland Excel has indicated that the
financial climate is impinging on councils’ ability to pay for it. If Scotland Excel is compelled to
scale back its support for councils, this could compromise the maintenance of the PCIP
framework and periodic assessments of councils.

Councils continue to face staffing challenges

35.

In 2014, the Procurement in councils report noted that ‘councils and Scotland Excel believe
shortages of skilled purchasing staff remain, and that there is a limited pool of experienced
purchasing staff in the public sector from which to draw. As the economy improves, there is a
risk that councils will lose qualified staff to other public sector organisations and the private
sector, where salaries are higher.” Scotland Excel reiterated to Audit Scotland in October 2015
that these challenges remain and that some councils risk having an insufficient number of
suitably qualified staff to properly plan and manage procurement.®

There is scope for a procurement-related audit about three years from now

36.

31

32

33

34

35

With the roll-out of the PCIP to councils happening 2016, it is likely to be 2018 before the
second PCIP cycle occurs and like-for-like comparisons become possible. PCIP will shortly be
rolled out in the NHS. So in a few years’ time, it should also be possible to map the changing
performance of NHS procurement between 2016 and 2018. There is also some potential to
consider thematic aspects of procurement across the public sector.

Fraser McKinlay
Director of Performance Audit and Best Value
Audit Scotland

February 2016

Para 71, Procurement in Scotland, Accounts Commission, April 2014.
Scotland Excel: Annual audit report to Members and the Controller of Audit, 2015.

Page 27, Agenda document pack, Scotland Excel Joint Committee, 27 November 2015.

Audit Scotland meeting with the Head of Customer and Business Services, Scotland Excel, 29 October 2015.

Audit Scotland meeting with the Head of Customer and Business Services, Scotland Excel, 29 October 2015.
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Appendix 1. Progress on implementing the recommendations

Recommendation b

The Scottish Government should work with councils to:

e review and update the Best Practice Indicators | The Procurement Reform Delivery Group comprises the heads of centres of procurement expertise:
(BPIs), drawing on councils' experiences, to

reflect changes in procurement since 2008 and
improve their usefulness to councils.

Scotland Excel (local government)

Advanced Procurement for Universities and Colleges (APUC)

NHS National Procurement, and

Scottish Government representatives at deputy director level.

The Procurement and Commercial Improvement Programme Dashboard replicates some information from BPIs. In 2015,
the Group therefore decided to drop BPIs except for indicators 1a and 1b, which relate to procurement savings. This
does not affect the gathering of contract spend data into the Scottish Government’s procurement Hub, which continues.*

Scotland Excel should:

e maintain and improve its sharing of knowledge In its corporate strategy for 2015-18, Scotland Excel commits to “monitor the progress of the Review of Procurement in
and experience with the Scottish Futures Trust, | Construction, working with the Scottish Futures Trust (SFT) and partners to determine how our collaborative contracts
and with the associated joint venture can support the implementation of its recommendations.”*’
companies

e set realistic timescales and savings targets for A year-end performance report about Scotland Excel was taken by its Executive Sub-Committee in May 2015, showing

contracts, particularly in new areas of performance against the business plan. For 2014/15, the plan had 21 objectives:

contracting ¢ Nine objectives were fully achieved including:

0 achieve savings of between two per cent and seven per cent against the delivery programme
o reduce and maintain sickness absence at below four per cent.
e Seven objectives were partially achieved including:
0 eight extensions and 11 renewals were made to contracts
o developing a new three-year corporate strategy, which has subsequently been approved.

36 Email from Scotland Excel to councils, 1 October 2015.

& Page 26, Shared Vision, Shared Success: our corporate strategy 2015-18, Scotland Excel, June 2015.
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Recommendation Progress ‘

¢ Five objectives were not achieved, including:
o eight new contracts were delivered against a target of 16
o the advertised annual value of contracts fell £102m below the target of £750m.

Scotland Excel’'s 2015/16 operating plan includes plans to deliver a rolling schedule of new contract opportunities,
identified and agreed with local authority stakeholders.*®

Scotland Excel’s corporate strategy 2015-18 commits to ongoing partnership working, specifically mentioning areas like a
Review of Procurement in Construction.* It claims that its ‘growing portfolio of collaborative contracts delivers around £4
in savings for every £1 invested by councils, not to mention the efficiency gains of developing one national contract

instead of 32".%

Scotland Excel and councils should:

¢ review and formalise arrangements to fund This has been flagged as a challenging issue by both Scotland Excel and its appointed auditor. In December 2014,
procurement reform activity beyond 2016 Scotland Excel established a transformation programme to underpin the delivery of its corporate strategy. The

programme comprises six project areas: funding; leading change; stakeholder engagement; organisational development;

business intelligence; and governance, policy and process.**

Scotland Excel developed funding proposals for its Joint Committee on 27 November 2015, which approved that the

requisition for each council increase by 9.4 per cent for 2016/17 as a means of beginning to fund all of Scotland Excel's
ongoing procurement activity sustainably.42

38 Pages15-16, Scotland Excel: Annual audit report 2014/15 to Members and the Controller of Audit, August 2015.

39 Page 26, Shared Vision, Shared Success: our corporate strategy 2015-18, Scotland Excel, June 2015.

“0 Total savings from the use of standardised contracts versus Scotland Excel’s requisitions on councils, information supplied to Audit Scotland in January 2016.

4 Page 42, Shared Vision, Shared Success: our corporate strategy 2015-18, Scotland Excel, June 2015.
42 Page 27, Agenda document pack, Scotland Excel Joint Committee, 27 November 2015.
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Recommendation

Council staff involved in procurement should

Progress

e submit accurate and complete information to
the procurement Hub on a regular and timely
basis (ideally quarterly, and as a minimum
within three months of the end of the financial
year)

Scotland Excel reports that councils are now much better at submitting their procurement data annually and on time.
However, it also recognises the benefits to councils of quarterly reporting, which could provide a more timely national
overview and useful benchmarking data for councils themselves.*

e examine the costs and benefits of differentiating
ALEO and council expenditure in their Hub
submissions

Not assessed.

e make greater use of the tools and facilities
provided by the Hub, including the use of BPIs
in their performance reporting and to
benchmark their progress

The Procurement Reform Delivery Group comprises the heads of centres of procurement expertise:

e Scotland Excel (local government)

e Advanced Procurement for Universities and Colleges (APUC)

¢ NHS National Procurement

e Scottish Government representatives at deputy director level.

The PCIP reporting Dashboard replicates some information from the BPIs. In 2015, the Group therefore decided to drop
the BPIs except for indicators 1a and 1b, which relate to procurement savings. This decision does not affect the

gathering of contract spend data into the Scottish Government’s procurement Hub, which continues. The first cycle of
PCIP assessments will be conducted in councils in 2016.

e engage earlier with suppliers and the people
who use public services to help develop
contract specifications that more accurately
reflect service user requirements and allow for
greater innovation within contracts

The standardised contracts developed by Scotland Excel are devised following research with a range of stakeholders,
including councils, service providers, and service clients. For example, a framework for care home services for adults
with learning disabilities is now available as part of Scotland Excel’s social care contracts portfolio. People with learning
disabilities who had direct experience of living in care homes were involved in the development and evaluation of the
framework, and their views were embedded in the service specification.

43

Audit Scotland meeting with the Head of Customer and Business Services, Scotland Excel, 29 October 2015.

44 Page 3, Scotland Excel News: Summer 2015, Scotland Excel, Summer 2015.
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Recommendation

use the Public Contracts Scotland tender
module for all applicable contracts

Progress ‘

The Procurement Reform (Scotland) Act 2014 requires all public sector contracting organisations to keep and maintain a
contract register, and to provide an internet-based publicly viewable version of it from 18 April 2016. While the onus is on
individual organisations to produce and publish contract registers, in order to provide support to the public sector, Public
Contracts Scotland (PCS) will provide functionality on the portal to produce a contract register that meets the
requirements of the Act.*®

make full use of national collaborative contracts
and provide a clear explanation for non-
participation in these contracts to the relevant
council committee

Scotland Excel has developed contracts in areas including Construction and maintenance (16 contracts); Transport &
environment (10); Social care (8); Education & corporate services (4). Councils are using many existing contracts. New
contracts under development by Scotland Excel address: Surveying & construction management; Playground equipment
& artificial surfaces; Home energy efficiency programme; Road services; Adult supported living; Architecture services. *°

develop a systematic approach to collecting
information on non-financial benefits including
economic, community and environmental
benefits and report the benefits to the relevant
council committee on a regular basis

Scotland Excel has included community benefits as a scored element in tenders since 2013.

The Community Empowerment (Scotland) Act received Royal Assent in July 2015. The Act empowers communities in
making decisions about their local areas, including how services are provided.47

calculate procurement savings using a
consistent and transparent methodology that
demonstrates clearly how the savings are
calculated and their relationship to improved
procurement

Scotland Excel calculates that its standardised contracts have generated £85 million of savings in comparison to
councils’ £22 million of fees for membership of Scotland Excel, and that £1.4 billion has been spent through councils’ use
of its contracts since 2008. "

45

46

47

48

Forward Plan 30" October 2015, Public Contracts Scotland, website as at 26 November 2015.

Presentation by Scotland Excel to councils during consultation events in 2015.

Explanatory Notes, Community Empowerment (Scotland) Act, July 2015.

Presentation by Scotland Excel to councils during consultation events in 2015.
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Recommendation

make better use of market research, cost
avoidance and improved contract management
to identify savings and potential service
improvements

e aim to achieve the superior performance level

in the PCA, particularly in relation to:

o spend covered by an agreed commodity
Strategy
o participation in Scotland Excel contracts

0 automation of procurement and payment
processes

o spend captured in the council’s contract
register

Progress ‘

Scotland Excel claims its contracts follow this approach.49

Between 2013 and 2014, the number of councils in this category increased from one (Renfrewshire, 80 per cent) to four:
Renfrewshire (83 per cent and the top performer in 2013 and 2014), City of Edinburgh (76), Glasgow City (76), South
Lanarkshire (75).

Standardised contracts designed by Scotland Excel now cater for fluctuations in commaodity prices.

Scotland Excel has advised Audit Scotland that, on average, councils use 42 out of 48 available contracts, ranging
between 31 contracts used (East Ayrshire, Glasgow City) and all 48 (West Dunbartonshire).*

Please refer to the recommendation below on electronic procurement.

Scotland Excel does not maintain a list of spend on councils’ contract registers but, against this, a contract register is a
key area of focus for the organisation.”*

Councils’ corporate management teams should:

e benchmark their procurement staffing against

similar-sized councils with higher PCA scores
and, where appropriate, produce a business
case for employing additional qualified
procurement staff where they have lower
staffing levels

The gap between high- and low-performing councils has been closing. Scotland Excel indicates that councils have been
recruiting procurement experts, but that the pool of suitable staff is limited. >

e examine the benefits of joint working or joint

procurement teams as a way of securing
economies of scale and creating collaborative
contracts

Scotland Excel indicates that it continues to promote the potential benefits of councils’ pooling qualified expertise.
Scotland Excel has also advised Audit Scotland that there is considerable scope for further progress on this issue,
especially given the limited pool of procurement professionals in Scotland.>®

49

50

51

52

53

Audit Scotland meeting with the Head of Customer and Business Services, Scotland Excel, 29 October 2015.
Email from Scotland Excel to Audit Scotland, 12 November 2015.

Audit Scotland meeting with the Head of Customer and Business Services, Scotland Excel, 29 October 2015.
Audit Scotland meeting with the Head of Customer and Business Services, Scotland Excel, 29 October 2015.

Audit Scotland meeting with the Head of Customer and Business Services, Scotland Excel, 29 October 2015.
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Recommendation Progress

e phase out paper purchasing systems and The purchase-to-pay process encompasses all the steps that are followed from the time someone orders a
consider the business case for moving all product/service that they need, through the authorisation process, to sending the supplier the purchase order and
purchasing systems to an electronic ‘purchase- | yitimately to receiving the products/services and paying the suppliers invoice. Using systems to automate this process
to-pay’ basis can help to deliver greater efficiencies.>
A number of improvement programmes have been led by the Scottish Government, eg:
e Public Contracts Scotland (PCS) provides suppliers with free access to all essential information on public sector
business opportunities. All public sector bodies in Scotland are expected to use PCS.
e PCS-Tender is the national eSourcing system provided free of charge by the Scottish Government. The system
provides buying organisations with a set of web-based procurement tools.
e elnvoicing is an electronic service that facilitates information exchange between buyers and suppliers. It allows
invoices and related documents to be issued, received and reconciled electronically through a secure channel. In
April 2015, the Scottish Government announced that elnvoicing had been extended to all Scottish public sector
bodies in Scotland.”
Scotland Excel has advised Audit Scotland that local government has been actively engaged in these initiatives, but that
electronic procurement remains an area of weakness, and also of opportunity.*®
¢ raise staff awareness of accountability and The timescale for this impact assessment precluded a survey of all 32 councils.
controls by:
o implementing a written code of ethics
o requiring staff involved in procurement to
complete a register of interest statement
o require internal audit to conduct a regular
assessment of procurement risk, including
the risk of fraud

54 Scottish Government Procurement: eCommerce, Scottish Government website as at 26 November 2015.
55 Public Contracts Scotland — Tender, Scottish Government website as at 10 November 2015.

56 Email correspondence between Scotland Excel and Audit Scotland, 10 November 2015.
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Recommendation Progress

Councils should:

e require a report on procurement savings and Councils continue to seek savings from procurement, although reporting practices vary. For example:
non-financial procurement benefits to be

submitted to the appropriate committee on a
regular basis

e Angus Council’s Policy & Resources Committee took a report on ‘...changes required to maximise Community
Benefits from Angus Council’s procurement activity in accordance with duties emerging from the Procurement
Reform (Scotland) Act 2014 and aligned to the Tayside Sustainable Procurement Policy.’

o East Renfrewshire Council's Cabinet took a report on the benefits of the council joining a nationwide
telecommunications infrastructure for use by public bodies.*’

e The City of Edinburgh Council prepared an Equality and Rights Impact Assessment in relation to procurement
savings on independent contracts for Older People’s and Disability services.

e encourage elected members sitting on the main | A total of 3,585 council delegates have attended Scotland Excel training courses since January 2009.* Some delegates
committee(s) dealing with procurement to have comprised elected members. In response to Procurement in councils, some councils have said procurement

complete specific training to help them training is already in place, and some others have committed to improving training and support for elected members, eg:
undertake their governance role more

toctivel e Angus — the council has committed to deliver procurement training and briefing session(s) to councillors.®
effectively

e Moray — procurement training has been offered to elected members and can be repeated if requested.®
¢ Renfrewshire — procurement awareness training sessions are available to elected members.*

However, the timescale for this impact assessment precluded a survey of all 32 councils.

Final

57 Report by the Deputy Chief Executive to Cabinet, East Renfrewshire Council, March 2015.

58 Equality and Rights Impact Assessment, City of Edinburgh Council, February 2015.

59 Presentation by Scotland Excel to councils in consultation events during 2015.
60 Outcome 4, Procurement Annual Report 2014/15 and Improvement Plan for 2014/17, Angus Council, September 2015.
61 Iltem 7: Report to the Audit & Performance Review Committee, Moray Council, May 2014.

62 Item 7: Report to the Audit, Petition and Scrutiny Board, Renfrewshire Council, September 2014.
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Procurement in Councils — Assessment against Actions

Appendix 2

procurement Hub on a regular and timely basis (ideally
quarterly, and as a minimum within three months of the
end of the financial year)

are now much better at submitting
their procurement data annually and
on time. However, it also recognises
the benefits to councils of quarterly

Ref Recommendation Progress Inverclyde Council Action/
Comment
Scotland Excel and councils should:
1. review and formalise arrangements to fund This has been flagged as a Inverclyde Council are now
procurement reform activity beyond 2016 challenging issue by both Scotland paying the increased requisition.
Excel and its appointed auditor. In It remains to be seen if Scotland
December 2014, Scotland Excel Excel will require further
established a transformation increases in the requisition to
programme to underpin the delivery | meet its planned activity beyond
of its corporate strategy. The 2016/17.
programme comprises six project
areas: funding; leading change; No action proposed
stakeholder engagement;
organisational development;
business intelligence; and
governance, policy and process.
Scotland Excel developed funding
proposals for its Joint Committee
on 27 November 2015, which
approved that the requisition for
each council increase by 9.4 per
cent for 2016/17 as a means of
beginning to fund all of Scotland
Excel's ongoing procurement
activity sustainably.
Council staff involved in procurement should:
2. submit accurate and complete information to the Scotland Excel reports that councils The Council uploads its annual

spend on time and attempts to
submit quarterly spend data as
soon as it is practical.
Ongoing




reporting, which could provide a more
timely national overview and useful
benchmarking data for councils
themselves.

make greater use of the tools and facilities provided by
the Hub, including the use of BPIs in their performance
reporting and to benchmark their progress

The Procurement Reform Delivery
Group comprises the heads of
centres of procurement expertise:

* Scotland Excel (local government)
» Advanced Procurement for
Universities and Colleges (APUC)

* NHS National Procurement

* Scottish Government
representatives at deputy director
level.

The PCIP reporting Dashboard
replicates some information from the
BPIs. In 2015, the Group therefore
decided to drop the BPIs except for
indicators 1a and 1b, which relate to
procurement savings. This decision
does not affect the gathering of
contract spend data into the Scottish
Government's procurement Hub,
which continues. The first cycle of
PCIP assessments will be conducted
in councils in 2016.

The Council make full use of
spend information and the
contract database within the Hub.

The Council will receive its first
PCIP assessment in September.

No further action

engage earlier with suppliers and the people who use
public services to help develop contract specifications
that more accurately reflect service user requirements
and allow for greater innovation within contracts

The standardised contracts
developed by Scotland Excel are
devised following research with a
range of stakeholders, including
councils, service providers, and
service clients. For example, a
framework for care home services for

Attempts are made to engage
with stakeholders and with
service users. Recent tenders for
Telecare and Homecare involved
users in the specification
development and the evaluation
process.




adults with learning disabilities is now
available as part of Scotland Excel’s
social care contracts portfolio. People
with learning disabilities who had
direct experience of living in care
homes were involved in the
development and evaluation of the
framework, and their views were
embedded in the service
specification.

The Procurement Strategy will be
updated to include the
requirement for this type of
engagement where it is
applicable.

Action —include requirement
in revised Procurement
Strategy (Nov 2016)

use the Public Contracts Scotland tender module for all
applicable contracts

The Procurement Reform (Scotland)
Act 2014 requires all public sector
contracting organisations to keep and
maintain a contract register, and to
provide an internet-based publicly
viewable version of it from 18 April
2016. While the onus is on individual
organisations to produce and publish
contract registers, in order to provide
support to the public sector, Public
Contracts Scotland (PCS) will provide
functionality on the portal to produce
a contract register that meets the
requirements of the Act.

The Council uses the Public
Contracts Scotland tender
module for all tenders and is
using the contract register
functionality built into Public
Contracts Scotland.

No further action

make full use of national collaborative contracts and
provide a clear explanation for non-participation in
these contracts to the relevant council committee

Scotland Excel has developed
contracts in areas including
Construction and maintenance (16
contracts); Transport & environment
(10); Social care (8); Education &
corporate services (4). Councils are
using many existing contracts. New
contracts under development by
Scotland Excel address: Surveying &
construction management;
Playground equipment & artificial

The Council uses all appropriate
Scotland Excel contracts. Use of
these contracts is regularly
reviewed with Scotland Excel at
Quarterly reviews.

No further action




surfaces; Home energy efficiency
programme; Road services; Adult
supported living; Architecture
services.

develop a systematic approach to collecting information
on non-financial benefits including economic,
community and environmental benefits and report the
benefits to the relevant council committee on a regular
basis

Scotland Excel has included
community benefits as a scored
element in tenders since 2013.

The Community Empowerment
(Scotland) Act received Royal Assent
in July 2015. The Act empowers
communities in making decisions
about their local areas, including how
services are provided.

There are regular reports to
committee giving updates on
procurement and these include
non financial benefits. There are
also regular reports on the use of
community benefits.

This will also be captured in the
Procurement Annual report which
is required from 2017/18.

Action — Incorporate in Annual
report (March 2018)

calculate procurement savings using a consistent and
transparent methodology that demonstrates clearly how
the savings are calculated and their relationship to
improved procurement.

Scotland Excel calculates that its
standardised contracts have
generated £85 million of savings in
comparison to councils’ £22 million of
fees for membership of Scotland
Excel, and that £1.4 billion has been
spent through councils’ use of its
contracts since 2008.

Regular reports to the Policy and
Resources Committee highlight
the ongoing savings that have
been realised through
procurement.

Ongoing

* make better use of market research, cost avoidance
and improved contract management to identify savings
and potential service improvements

« aim to achieve the superior performance level in the
PCA, patrticularly in relation to:

0 spend covered by an agreed commodity
strategy.

Scotland Excel claims its contracts
follow this approach.

Between 2013 and 2014, the number
of councils in this category increased
from one (Renfrewshire, 80 per cent)
to four: Renfrewshire (83 per cent and
the top performer in 2013 and 2014),
City of Edinburgh (76), Glasgow City

As the PCA has been replaced
by PCIP the goal of achieving
Superior Performance cannot be
achieved. PCA scores will not be
comparable to the PCIP scores
as the assessment covers more
areas of procurement and
commercial expertise within the




0 participation in Scotland Excel contracts

O automation of procurement and payment
processes

0 spend captured

(76), South Lanarkshire (75).
Standardised contracts designed by
Scotland Excel now cater for
fluctuations in commodity prices.
Scotland Excel has advised Audit
Scotland that, on average, councils
use 42 out of 48 available contracts,
ranging between 31 contracts used
(East Ayrshire, Glasgow City) and alll
48 (West Dunbartonshire).

Scotland Excel does not maintain a
list of spend on councils’ contract
registers but, against this, a contract
register is a key area of focus for the
organisation.

Council.

The Council does however,
perform market research, look at
areas of cost avoidance within
the context of new tenders and
existing contracts.

Supplier management has
improved at Inverclyde with the
ongoing development of the
Governance process and a fresh
approach to supplier
management corporate goods
and services contracts.

The Council participates in 45 of
the 47 Scotland Excel contracts.
Of the 2 we do not participate in,
there are historical contracts and
the Council will move to Scotland
Excel contracts when these
complete.

No further action

Councils’ corporate management teams should:

10.

benchmark their procurement staffing against similar-
sized councils with higher PCA scores and, where
appropriate, produce a business case for employing
additional qualified procurement staff where they have
lower staffing levels

The gap between high- and low-
performing councils has been closing.
Scotland Excel indicates that councils
have been recruiting procurement
experts, but that the pool of suitable
staff is limited.

Inverclyde Council have a high
return on investment in terms of
the number of procurement staff
when compared to the savings
achieved and volume of work.
Many other Councils have a
much higher number of staff
when compared to procurement
activity and the level of savings
being achieved.

Ongoing




examine the benefits of joint working or joint
procurement teams as a way of securing economies of
scale and creating collaborative contracts

Scotland Excel indicates that it
continues to promote the potential
benefits of councils’ pooling qualified
expertise. Scotland Excel has also
advised Audit Scotland that there is
considerable scope for further
progress on this issue, especially
given the limited pool of procurement
professionals in Scotland.

Regular meetings are held with
procurement colleagues from
Renfrewshire Council and the
NHS to look at ways to promote
joint working. Scotland Excel are
chairing meetings on the same
issue.

The joint working on City Deal
with Clyde Valley partners has
helped to focus on the possible
benefits.

Ongoing

11.

phase out paper purchasing systems and consider the
business case for moving all purchasing systems to an
electronic ‘purchase- to-pay’ basis

The purchase-to-pay process
encompasses all the steps that are
followed from the time someone
orders a product/service that they
need, through the authorisation
process, to sending the supplier the
purchase order and ultimately to
receiving the products/services and
paying the suppliers invoice. Using
systems to automate this process can
help to deliver greater efficiencies.

A number of improvement
programmes have been led by the
Scottish Government, eg:

* Public Contracts Scotland (PCS)
provides suppliers with free access to
all essential information on public
sector business opportunities. All
public sector bodies in Scotland are
expected to use PCS.

» PCS-Tender is the national

The Council are looking to work
with the Scottish Government to
review the current P2P process
and look at recommendations
that will help to move all
purchasing systems to a more
electronic process. This review
should take place in the second
half of 2016. This action is
already in the Procurement
Strategy.

The Council uses PCS and PCS-
T.

Action — Review options for
P2P during 2016 and report by
2017 in line with Procurement
Strategy.




eSourcing system provided free of
charge by the Scottish Government.
The system provides buying
organisations with a set of web-based
procurement tools.

* elnvoicing is an electronic service
that facilitates information exchange
between buyers and suppliers. It
allows invoices and related
documents to be issued, received and
reconciled electronically through a
secure channel. In April 2015, the
Scottish Government announced that
elnvoicing had been extended to all
Scottish public sector bodies in
Scotland.

12. raise staff awareness of accountability and controls by: | The timescale for this impact There is a staff code of conduct
0 implementing a written code of ethics assessment precluded a survey of all | that includes guidance on conflict
0 requiring staff involved in procurement to 32 councils. of interest.
complete a register of interest statement Staff involved in procurement
0 require internal audit to conduct a regular have been trained by the Police
assessment of procurement risk, including the on awareness of Serious and
risk of fraud Organised Crime.
Internal Audit conduct regular risk
based audits on procurement
activity.
No further action
Councils should:
13. require a report on procurement savings and non- Councils continue to seek savings Reports are provided to the

financial procurement benefits to be submitted to the
appropriate committee on a regular basis

from procurement, although reporting
practices vary.

Policy and Resources Committee
every second cycle.

No further action




encourage elected members sitting on the main A total of 3,585 council delegates Briefing sessions on procurement

committee(s) dealing with procurement to complete have attended Scotland Excel training | have been provided to members.

specific training to help them undertake their courses since January 2009.59 Some | With the introduction of the new

governance role more effectively delegates have comprised elected procurement regulations, a
members. In response to further session will be organised.

Procurement in councils, some
councils have said procurement
training is already in place, and some | Action —deliver an All Member
others have committed to improving Training Session on the new
training and support for elected regulations (Sept 2016)
members.
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