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This is the Council’'s second Procurement Strategy and covers the period 2008 — 11,
although it may require updating on an annual basis to reflect the continuous improvements
and developments in Public Sector Procurement. The Procurement Strategy underpins the
Procurement Policy and will ensure Procurement Services are in a position to deliver
strategic objectives aligned with and in support of the Corporate Plan.

To complement the Procurement Policy and Strategy, Procurement Services’ staff have
developed a strategic vision for procurement, which is summarised by the following mission
statement,

"Supporting all Council Services’ Strategic Objectives by providing a professional, customer
focused, procurement service"

#$ %

Procurement is the process of acquiring supplies, services and construction works and
impacts on a significant part of the Council’s expenditure. Procurement covers all activities
from identification of a requirement through to the end of the useful life of an asset or
contract.

#$ 1 1%

This Procurement Strategy sets out how Procurement Services will deliver the Aims &
Objectives of the Procurement Policy and maximise our ability to participate in collaborative
procurement opportunities with the Scottish Government and other Local Authorities.

In particular this Strategy will:

e Identify how procurement can contribute to the Council’s corporate objectives, and
those of individual Services.

« Develop appropriate contracts for all supply, service and works requirements.

e Establish how the Council can encourage local suppliers and small-to-medium
enterprises to compete for Council contracts.

e Continue to align the Council’s procurement activities with the Scottish Government
and Scotland Excel’s initiatives on procurement

$ & && 1
The McClelland Report was the catalyst which initiated the drive to improve public
procurement in Scotland and although still an important reference document has been

overtaken by the Scottish Government and Scotland Excel’s initiatives.

The McClelland Report, Review of Public Procurement in Scotland was published in April
2006. A full copy of the report is available here,

http://www.scotland.gov.uk/Publications/2006/03/14105448/0

2
Approved by the Council Executive on 22 April 2008



* &

The Council's Corporate Plan 2007 — 11 includes a number of procurement
objectives, which this Procurement Strategy will help to achieve.

* && +

One of the recommendations of the McClelland Report was to improve collaborative
procurement by setting up national and sectoral Centres of Procurement Expertise
across the Public Sector. The Scottish Government’s National Procurement Centre
of Expertise has now been established and is currently working on setting up
national contracts, which the Scottish Public Sector Organisations can utilise.
Scotland Excel, the Local Authority Centre of Procurement Expertise, has now been
established and is currently working on setting up sectoral contracts that Scottish
Local Authorities can utilise. In addition, three regional offices have been established
in Aberdeen, Edinburgh and Inverness to manage the clustering arrangements with
neighbouring local authorities.

To take advantage of potential collaborative gains the Council must participate in all
collaborative activities.

* +& - &

All Council procurement activity will be undertaken with consideration for the
environmental and social aspects of procurement by extending the principles of
sustainable development to all suppliers and contractors.

The Scottish Government describes sustainable development as follows:

"The fundamental aim of sustainable development is to secure the future. We have
seen how actions in the past have made life more difficult for us today. Developing
sustainability means ensuring that our actions today do not limit our quality of life in
the future. So our vision is based on the principles that we should:

. have regard for others who do not have access to the same level of
resources, and the wealth generated

. minimise the impact of our actions on future generations by radically reducing
our use of resources and by minimising environmental impacts

. live within the capacity of the planet to sustain our activities and to replenish
resources which we use".

Following funding from the Scottish Government’s Sustainable Action Grant “The
Canny Buyer”, an initiative to take forward sustainable procurement in both the
public and private sectors in Scotland, was developed. “The Canny Buyer” includes
a guide to using green procurement in your organisation and this will be used as the
basis for developing sustainable development in the Council.

¥ - ( 1 LI (¢
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The use of key performance indicators to measure the effectiveness of procurement
will ensure that the targeted efficiency savings are delivered.

The Key Performance Indicators listed in Appendix A will be used to report on the
effectiveness of the Council’'s procurement services. A range of National Best
Practice Indicators will also be used to identify the benefits that will arise from our
participation in the Centres of Expertise.

&

To ensure that the procurement of supplies, services and works is carried out to the
highest standard and that efficiencies set out in this Strategy are achieved, all
procurement must be undertaken in accordance with the Council’s Standing Orders.

The Standing Orders for the Procurement of Supplies, Services and Works can be
viewed at http://webwest1/coins/default.htm
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Five “Strategic Objectives” have been identified for 2008-11 to establish a framework that
will allow Council procurement to be fully integrated and aligned to the Corporate Plan
2007-11.
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This objective will enable West Lothian Council to contribute to, and support, John
McClelland’s vision for public sector procurement as set out in his “Review of Public
Procurement in Scotland” report.

This objective will be achieved through the following key activities:

. 12 1 7 117l 1 16 8
97 15 S*

The National Procurement Centre of Expertise (NPCoE) has been created to set up
Category A, national, contracts for the Public Sector as a whole. Examples of
national contracts are Telecoms, Office Supplies and IT Hardware and it is
envisaged that 12 — 20 contracts will be arranged and managed by the NPCoE.

User Intelligence Groups will be established to which the Council will be invited to
attend. The views of the User Intelligence Groups will be used to determine the
content and format of the collaborative contracts.

. 12 1 7 1171 1 & 6 1 8
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The Local Authority Centre of Procurement Expertise, Scotland Excel, has been
created to set up Category B, sector specific contracts, for Local Authorities
exclusively. Examples of sector specific contracts are Building Materials, Plumbing
Materials and Catering Supplies and it is envisaged that 62 contracts will be
arranged over the period 01/04/08 — 31/03/11.

User Intelligence Groups will be established to which the Council will be invited to
attend. The views of the User Intelligence Groups will be used to determine the
content and format of the collaborative contracts.

Scotland Excel is predicting savings for all Council participants. However, the
predicted savings will not be realised until the Centre of Expertise is established and
fully operational.

o 6 5*

Local contracts are designated as Category C and will be arranged for use by West
Lothian Council exclusively. Local contracts will be of interest to local suppliers and
small to medium enterprises. Although many of the contracts will be of low value
there maybe some that will require to be advertised in accordance with the European
Union Procurement Rules.

6
Approved by the Council Executive on 22 April 2008



. 12 1 7 L1711 1 6)& 6 5*

The Regional/Local contracts are designated as Category C1, contracts that are
neither Category A, B or C, and will be contracts arranged collaboratively with
Edinburgh Council, East Lothian Council, Fife Council, Midlothian Council and the
Scottish Borders Council. Regional/Local contracts, although individually of low
value, could be of substantial value when aggregated collaboratively and will be
advertised in accordance with the European Union Procurement Rules if required.
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This aim of this objective is to ensure appropriate contracts are in place for all West Lothian
Council’s Supply, Service and Works requirements. This objective will be met by the use of
the National Procurement Centre of Expertise contracts, the use of the Local Authority
Centre of Expertise contracts, the Regional Contracts and the Local contracts.

To support this objective the following key activities will be undertaken:
. 6 515 8 6& : 5 1 5

The Scottish Government’s General Ledger analysis software shows that the
Council’s annual transactions with 4,300 suppliers, totals 158,000 supply, service
and works invoices to the value of £150 million. A detailed analysis of these figures
will be undertaken to determine,

(i) the individual breakdown of supply, service and works transactions,

(i) which supply, service and works requirements will be met from Category A
and B contracts,

(iii) which supply, service and works requirements will require Category C
contracts to be set up.

. 6 515 8 6 1 5 1 5

Electronic transactions are defined as electronic orders and invoices processed via
the electronic procurement software Pecos. It may not be possible for all
transactions to be processed via Pecos as other methods of payment e.g. cheques
or purchasing cards are also be used. Historical trends indicate that 43,000 orders
and 95,000 invoices will be processed annually via Pecos. A detailed analysis of
these figures will be undertaken to determine,

(i) whether the non-contract items can be added to existing contracts,
(i) how many new contracts require to be set up.

. 8 776 < 41 i # =5 5 5 § 2 : =
2 15 :5 88

To ensure that uniform contracting procedures of the highest standard are utilised
across the Council and in accordance with Council Standing Orders, the Head of
Finance will conduct all Supply and Service contract procurement and the Director of
Development & Environmental Services will conduct all Works contract procurement.

8
Approved by the Council Executive on 22 April 2008



. 6 515 8 6l Tl > 5

Online and daily cheques are used to make payments for some supplies, services
and works that are not purchased using either Pecos or Purchasing Cards. However,
as the process sits outwith Pecos, the management information is in a different
format and a separate payment process is required. Historical trends indicate that
11,500 cheques to the value £17 million will be processed annually. A detailed
analysis of the cheques will be undertaken to determine,

(i) whether the transactions that caused the cheque payments can be integrated
in to Pecos,

(i) whether the transactions that caused the cheque payments can be added to
existing contracts,

(iii) how many new contracts require to be set up,

(iv) whether the continued use of cheques is compatible with Pecos objectives.

. 6 515 8 51 : 5 1 &

Purchasing Cards provide a simplified form of electronic payment and are ideal for
low cost, high volume transactions such as food. However, as the process sits
outwith Pecos, the management information is in a different format and a separate
payment process is required. Historical trends indicate that 18,000 purchase cards
transactions will be processed annually. A detailed analysis of the transactions will
be undertaken to determine,

(i) whether the purchasing card transactions can be integrated in to Pecos,

(i) whether the transactions can be added to existing contracts,

(iii) how many new contracts require to be set up,

(iv) whether the continued use of purchasing cards is compatible with Pecos
objectives.
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In Scotland Small (up to 49 employees) to Medium Enterprises (50 — 249 employees),
provide 53% of all jobs and make up 99% of all business enterprises. The highest numbers
of Scottish SME’s are engaged in the financial and business services sector.

The Council’s annual transactions with 900 Small suppliers, totals 38,000 supply, service
and works invoices to the value of £30 million.

The above statistics underline the importance of local suppliers and small-to-medium
enterprises to the Scottish Economy. Therefore every effort should be made to ensure the
Council legally exploits every contract opportunity to ensure local suppliers and small-to-
medium enterprises are afforded an equal opportunity to win the contract.

To support this objective and to remove the local suppliers and sme’s perceived barriers to
Council tendering and contracts, the following key activities will be undertaken:

. 66 77 115@62 4 15 : 16,5 + 51 55 6
: 15 4 g3} 16 -4 151 6*

To ensure there is adequate publicity for the Council’'s contract opportunities,
regardless of the size, all contract opportunities will be advertised on the Business
Opportunities section of the Council’'s online Business Portal and the Scottish
Government’s National Advertising Portal.

. 5 71 1765 8 15 4 5 776l 5 :
71 667 1411 5*

The Suppliers’ Charter is a joint statement between Public Sector Procurement and
Businesses to facilitate access to public sector procurement opportunities. Both
public sector procurement and business accept that effective procurement practices
are an important factor in ensuring a varied and competitive marketplace and to
create opportunities for small-to-medium enterprises, as well as ensuring Best
Value/Value for Money for the public sector. The Supplier's Charter will be used,
where practical, to simplify and standardise procurement processes and to ensure
consistency in order to provide a fair and open approach to tendering.

. 1615 1 8 5 @6 7 4151 *

The European Union Procurement Rules allow contracts, where the full EU
Directives are applicable, to be broken down into small lots providing the total value
of the lots is less than 20% of the contract value. The use of the small lot provision
will provide local suppliers and small-to-medium enterprises with contract
opportunities, which are aligned to the capabilities of their enterprises.
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Social issues may broadly be defined as issues which impact on society or parts of
society and cover a range of issues including Community benefits, equalities issues
i.e. age, disability, gender, race, religion and sexual orientation, training issues,
minimum labour standards and the promotion of small-to-medium enterprises,
including black and minority ethnic enterprises and the third sector including social
enterprises.

The Council has a number of social and economic criteria they are trying to meet
and provided such criteria are linked to the subject matter of the contract, they can
be included as part of the tender evaluation/contract award criteria. In these
circumstances the social and economic criteria will form part of the assessment to
ascertain which tender offers best overall value for money for the Council.

. 5 8§ 5 4: oF

Reserved contracts are arranged by restricting participation in a tendering exercise
to supported factories and businesses (companies with more than 50% of their
workers being disabled persons who by reason of the nature or severity of their
disability are unable to take up work in the open labour market). The use of
supported factories and businesses contributes towards meeting public bodies’
Corporate Social Responsibility objectives.

The Council aims to have at least one contract with a supported factory or supported
business.

. 5 66 : 1 15 54§ = c*
The Plain English Campaign awards a crystal mark after editing by their staff to

produce documents that are easier to read and understand. The use of Plain English
will remove any dubiety over terminology.
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The Council has successfully implemented one element of electronic procurement, an
online buying system called PECOS. PECOS has been successfully integrated with the
Council’s General and Accounts Payable Ledgers but to realise the full benefits of electronic
procurement, the Council must adopt all elements of the electronic process.

To support this objective the following key activities will be undertaken:

5 66 % - 5 o6 166 o1l : @1
7 55 5¢

Pecos, the online purchasing system, allows all Council orders to be created
electronically which, in turn, has enforced changes to existing working practices e.g.
the use of retrospective orders are no longer acceptable. Similarly, retrospective
orders are not compatible with commitment accounting and therefore, where
possible, retrospective orders will be phased out.

76 b 1 o1

Electronic tendering is offered free as part of the Scottish Government’s electronic
sourcing software and is available for use for suitable Supply, Service and Works
tendering. Market forces and supplier readiness will dictate the appropriate use of
electronic tendering. However, as paper based tendering is time consuming and
expensive to both the Council and the Contractors the use of electronic tendering will
be evaluated before any tendering exercise is undertaken.

76 K°@1: 6 1 15 *

A Council-wide Electronic Contract Register will be implemented to ensure that the
Council has a central record of all Supply, Service and Works Contracts. To ensure
all Services have access to the Contract Register it will require to be hosted
externally on the web. The Scottish Government’s electronic sourcing software
includes a Contract Management module and this will be used to provide an
Electronic Contract Register.

176 6 11411 58@ *

Invoicing is the only element of the purchase to pay process that is not electronic.
PECOS does not offer this functionality and therefore independent compatible
software is required. The Scottish Government has undertaken to have suitable
software in place by April 2009 however benefits are unlikely to accrue for a further
12 months. If the Council wishes to release these benefits earlier then electronic
invoicing software must be sourced and implemented as soon as possible.
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The Council has now, successfully, conducted two electronic auctions for energy,
however, for electronic auctions to be successful, the selection of a suitable
commodity is vital. It is also acknowledged by procurement professionals that
electronic auctions have a limited lifespan with the first auction of the commodity
being the most successful. Subsequent electronic auctions are rarely as successful
as the first. However, where possible, the Council should utilise electronic auctions
to ensure achievement of the most competitive current market price.
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Extracted from “The Canny Buyer’ developed following funding by the Scottish
Governments Sustainable Action Grant

To support this objective we will the following key activities:

* 2:551 267 | b <
. Make a strong commitment to sustainability.
. Ensure it is essential to the organisation’s success.
. Give it high level public recognition.
. Don’t be superficial and allow enough time.
* 1 76 7 6l : 1 76 176 <
. Give it wide and continuous publicity.
. Involve staff in developing and monitoring it.
¥ = 76 7 8 7 55 5¢
. Link it to quality management systems.
. Build into individual work objectives.
X 1 76 @7 o KX
. Create checklists/guidelines.
. Use an approved supplier list.
. Link to e-procurement systems.
. Link to order and tender approval processes.

/* 464 5 888 66 <

Involve staff in steering groups.
Train procurement staff.
Engage and develop budget holders and technical staff.

Ax @1 8 5
. on specific items or goods to be purchased.
. on specific parts of an organisation.
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Although this Strategy covers the period 01/04/08 — 31/03/11 the continuous
improvements and developments in Public Sector procurement will necessitate a six-
monthly and annual review to ensure the Strategy continues to be aligned with the
initiatives that will arise from the introduction of the Scottish Government’s National
Procurement Centre of Expertise and Scotland Excel, the Local Authority Centre of
Procurement Expertise.

Procurement Services in conjunction with the relevant officers will undertake the
review of the Strategy. Progress on the delivery of the Strategy will be measured
against the targets set out in the Appendix A, Key Performance Indicators.

The Scottish Government and the Scottish Local Government Procurement Forum
have developed National Best Practice Indicators, which will be used to review and
measure the progress made by the Centres of Expertise.

* 7 1 I

Procurement Services in conjunction with the relevant officers will report at least
once per year to the Corporate Management Team and the Council Executive. The
report will provide an update against the progress made to date on the targets set
out in Appendix A, Key Performance Indicators.

The Council’s participation in the Scottish Government’s National Procurement
Centre of Expertise and the Local Authority Centre of Procurement Expertise
requires the Council to report our progress to date against the National Best Practice
Indicators to the Scottish Government. This will allow us to benchmark our progress
against other Public Sector Organisations and to identify areas where Best Practice
is developing.

It is not proposed to report separately, progress made against the National Best
Practice Indicators to the Corporate Management Team or the Council Executive, as
a number of the National indicators have been incorporated in the series of high
level indicators detailed in Appendix A.
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Number of Category A contracts enabled by
the National Centre of Procurement
Expertise.

12

Estimated Annual Savings.

To be determined.

To be determined.

To be determined.

Number of Category B contracts enabled by 20 40 60
the Local Authority Centre of Procurement

Expertise.

Estimated Annual Savings. £27,000 £365,000 £390,000
Number of Category C General Contracts 10 15 20
arranged for use by West Lothian Council

exclusively.

Number of Category C1 Contracts enabled 5 10 15

by the Regional Hub.

Estimated Annual Savings.

To be determined.

To be determined.

To be determined.

% of all supplies expenditure covered by
contracts.

65

80

100
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2 % of all service expenditure covered by 30 50 70
contracts.

2 % of all works expenditure covered by 100 100 100
contracts.

3 Number of enterprises, employing 11 to 49 800 800 800

employees, transacting with the Council.

3 Number of small West Lothian enterprises, 200 200 200
employing up to 49 employees, transacting
with the Council. Applicable postcodes are
EH27, 30, 47 — 49, 52 -53.

3 Number of micro enterprises, employing up 12 24 36
to 10 employees, transacting with the
Council.

3 % of Supply and Service Contract 100 100 100
documentation crystal marked.

4 % of Supply Contracts arranged via e- 100 100 100
sourcing.

4 % of Service Contracts arranged via e- 100 100 100
sourcing.
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4 % of Works Contracts documentation via e- 10 20 30
sourcing.
4 % of total Supply, Service and Works 75 80 85

transactions that are e-transactions.

4 % of Supply, Service and Works payments 75 80 85
processed via an e-payment system.

4 Implement and maintain a Council-wide Yes Yes Yes
electronic contract register of all Supply,
Service and Works Contracts.

5 Number of Supply and Service Contracts 5 10 15
arranged with consideration for the
environment, the social aspects of
procurement and sustainable development.

5 % of Works Contracts arranged with 5 10 15
consideration for the environment, the
social aspects of procurement and
sustainable development.
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