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Lothian and Borders Fire and Rescue Service (referred to as LBFRS) recognise that procurement needs to be at the heart of decision-making within the Service to ensure that it contributes fully to efficiency savings and in obtaining Best Value.
1. Introduction
It is the vision of Lothian and Borders Fire and Rescue Service (LBFRS):

“To excel at providing a high quality service that contributes to a safer community.  We will achieve this by developing a forward looking; professional and cost effective organisation driven by highly motivated individuals”



 
(LBFRS Service Profile)
This report outlines the proposed Procurement Strategy for LBFRS which reflects that vision and its purpose.  The proposed strategy covers a 3 year period which will be reviewed on a regular basis ensuring that all information is accurate and current.

2. Definition of Procurement

The following is a definition of Procurement for all FRS as agreed in the National Procurement Strategy 
“The process of acquiring goods works and services from third parties.  The process spans the whole cycle from identification of needs, through to the end of a services contract or end of the useful life of an asset.  It includes options appraisal and the critical ‘make or buy’ decision…” (Gershon 2003)

In relation to Best Value the following applies:

“Obtaining ‘Best Value for money’ means choosing the bid that offers the ‘optimum combination of whole life costs and benefits to meet the customer’s requirement’.  This is not necessarily the lowest initial price option and requires assessing the ongoing revenue/resource costs as well as initial capital investment”.
3.  Background

The Local Government in Scotland Act 2003 places a duty of Best Value upon the Fire Service.  This represents the formalisation of a process that has been ongoing since 1997.

Prior to the introduction of Best Value, a review of local government procurement was carried out by a taskforce chaired by Sir Ian Byatt (The Byatt Report).  That report highlighted the fact that procurement had traditionally been accorded a low profile and that a change in outlook was needed to break away from this mentality.  
In June 2003, the Government published a White Paper ‘Our Fire and Rescue Service’ setting out proposals for reform in the service.  The need for much greater collaboration and co-operation across the FRS on procurement matters was a key feature of the White Paper.
The Scottish Executive has an expectation for procurement to deliver savings through cost efficiencies and reductions for all goods and services procured.  The McClelland report was published by The Scottish Executive in March 2006.  This report reiterates the importance of procurement in public sector authorities to assist in obtaining efficiency savings. It also highlights the importance of an organisational structure in which the procurement function is recognised as a high priority operation.
LBFRS assisted in the development of the Best Practice in Procurement guide for the Scottish Fire Service.  The review of the Procurement Strategy and this guidance is aimed at ensuring we continue to contribute to the development of modernising a high quality service within Procurement.
4. Role of Procurement

Structured procurement processes and procedures support Best Value and ensure that all current legislation regulations are adhered to by all involved in the procurement of goods or services.
The following 5R’s are thereby achieved on all purchases as defined by ‘The Chartered Institute of Purchasing and Supply’ (CIPS):

“To procure goods and services of the Right quality, in the Right quantity, at the Right time, from the Right suppliers, at the Right price.”
Given the combination of expenditure levels, complexity, vulnerability and criticality to operations, it should be expected that extremely high priority be given to procurement by the most senior levels of management and others responsible for governance within LBFRS.
5. Staffing arrangements
5.1 Procurement Staff
The Procurement Section currently consists of three employees. The Procurement Manager is based at Headquarters, Lauriston Place, Edinburgh, whilst the Purchasing Supervisor and Purchasing Assistant are based at the Operational Support Centre, Newbridge.  This will be evaluated in the forthcoming Best Value Review of Procurement.
The Procurement Manager has full professional status through the Chartered Institute of Purchasing and Supply with the Purchasing Supervisor working towards this exam based qualification.   This qualification is critical for all public and private sector bodies.  The Consultancy Study on Fire Service Procurement highlighted the fact that the Fire Service does not have sufficient qualified procurement professionals.  
5.2 Supplies staff

The Supplies Section currently consists of two full time stores employees, van driver and one temporary member of staff at present.  All policies and processes are controlled by the Procurement Manager, whilst all employees currently report to the OSC Manager.  All reporting lines will be reviewed in the forthcoming Best Value Review of OSC.
6.  Role of Brigade Orders and Standing Orders

The Joint Lothian and Borders Fire and Rescue Board (hereafter called the FRS Board) have approved Standing Orders relating to Contracts and a set of Financial Regulations which are subject to regular review.  Brigade Orders (policy and practice statements) are procedures which have been agreed by Corporate Group and must be adhered to in relation to the topic concerned.  The Procurement Brigade Order is currently being redrafted to incorporate the new MIS system which is currently being implemented.
7. Roles and Responsibilities

7.1 Procurement Section
The role of the Procurement Section is to obtain all the Service’s goods and services effectively and efficiently.  It ensures that all purchasing activity is undertaken in accordance with Standing Orders and Procurement legislation, and that appropriate contracts are utilised and/or created as required.  In addition staff are responsible for the ordering of stock and the removal of obsolete stock.  Purchasing staff tender for all stock contracts, whilst setting the Re Order Levels (ROL) as required.  The current stock catalogue has recently been compiled and added to the Intranet.  This will allow users to order stock or non-stock on individual requisitions so that all requests are processed more efficiently.  
A diarised system has also been implemented so that purchase orders can be consolidated thus reducing costs and processes both within Procurement and Finance.  Suppliers are contacted on a regular basis requesting consolidation of invoices with any requests for new suppliers to be added to the procurement process, being assessed in order to reduce the supplier base where possible. 
These processes aim to produce the efficiency savings as per ‘The Gershon Report 2004’ (Releasing Resources to the Front Line – Independent Review of Public Sector Efficiency) and ‘The McClelland Report 2006, (Review of public procurement in Scotland) previously mentioned for Public Sector Procurement.
7.2 Supplies Section

The Supplies Section is part of the Operational Support Centre (referred to as OSC) structure, but has a close working relationship with Procurement.  Their role is to ensure that goods are received, delivery notes are signed, goods are booked into stock/stores and issued as required.  All non-stock deliveries are delivered/advised to stations within a 5 day timescale.  Random mini stock checks are completed on a daily basis ensuring that any stock queries are dealt with immediately.  In addition staff are responsible for the management and measurement of Protective Personal Equipment (PPE) and uniform as required.  All new recruits attend Supplies to be kitted out with new clothing/equipment.  All consignment stock is managed and recorded in an efficient manner.  This provides the Purchasing staff with all information required to ensure that the correct quantity of consignment stock is ordered, ensuring that sufficient stock is always held by the Supplies function.
The van driver delivers and collects goods, mail and confidential waste from all stations on specific days as per a prior arrangement.
7.3 Budget holders

The role of each Budget Holder within the Procurement process is to manage the allocated budget for the financial year, complying with Standing Orders, Service Orders and corporate contracts/agreements where appropriate.  All budgets must be managed efficiently to ensure that the procurement timescales are adhered too.  It is critical therefore that capital and revenue spend are identified and utilised in the procurement timescales required.
7.4 Finance Department

The role of the Finance Department within the procurement process is to advise on any internal controls and procedures with regards invoices which must be processed within a specified period of time, advising of any queries in price or quantity and to contact suppliers with regards debit or credit notes.  This provides the necessary financial information required for the management of suppliers/contracts required by staff within the Procurement function.
7.5 Central Purchasing Unit (CPU)
LBFRS has a partnership agreement with the CPU at the City of Edinburgh 

Council which has for a number of years, provided a service which includes tendering for goods and services, awarding and renewing bespoke contracts for LBFRS and provide access to framework agreements which are operated by the Councils departments.


8.  Stock holding Policy

LBRFS currently hold stock of items which meet the following criteria:

· The risks associated with the unavailability of the products have been assessed as high or business critical – e.g. all forms of PPE, operational equipment and foam.

· Items which are made to order with long supplier lead times, and where unavailability would cause significant disruption to service delivery – e.g. uniforms.

The quantity and value of stock held is minimised to avoid unnecessary storage costs and risk of obsolete stock.  If a Function wishes to add a stock item, form LB78 must be completed and authorised to ensure that the stock held is as required.  If after an agreed period of time, this stock is not used, the Function requesting the item to be held in stock will be charged back to their budget the value of this stock.  This will ensure that only stock meeting the above criteria is held.
Currently contracts are being set up for stock items held whereby stock will be allowed to reach minimum levels before ordering and orders will not exceed the maximum level.  The contracts allow requisitions to be automatically created to the right supplier at the right price.  In determining the quantities held, supplier lead times are also added thereby LBFRS never has excess stock levels.   We order particular stock/non-stock items on a diarised system, thus reducing the number of purchase orders raised.
9.  Disposal
At present contracts and framework agreements are in place for confidential waste, clothing, IT equipment, batteries, and lamps.  Other areas are being looked into and contracts will be created.  The WEEE Directive (Waste electrical and electronic equipment) was introduced in 2005 and all electrical/IT equipment must be disposed of as per this Directive.

10.  Management Information System

LBFRS is implementing a new MIS system using Miquest for Procurement, Stores and Asset Management with Agresso providing financial information to the general ledger.  Benefits from Miquest include the ability to provide reports for contract management, supplier appraisals and stock and non-stock management.  The system allows all individual requests to be consolidated and raised on one purchase order, thus reducing process and delivery costs.  The system has the functionality for e-procurement which is the way forward in reducing costs, whilst creating an audit trail.  The National Procurement Strategy for the Fire and Rescue Service 2005-2008 has reported that all FRS must have an e-procurement system implemented within 2006.
At present we are at the implementation stage and do not have the reports that we require to ensure that we as an organisation are being proactive in the Procurement function.  For the Service to meet the longer term strategy of collaborative working, this information is critical.
11.  Spend analysis of LBFRS
During 2005/06 LBFRS total expenditure on goods and services amounted to:
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Total orders placed were during this time was 2949. 
The total spend on supplies and services is approx £206, 3933.
with stock holding of approx £142,000.
12.  Procurement Categories 
The two types of Procurement categories are:

· Routine (Tactical) – This process is set out in LBFRS Procurement Procedure and supports routine/low value purchases and ways of developing/improving the effectiveness of these activities e.g. purchase cards.

· High Value (Strategic) – this process supports planned capital and revenue projects and must consider current legislative requirements, whole life costs, contract management etc.

In both categories all decisions must be transparent, objective and auditable.
Category/classification matrix

	Strategic
· Minor items of operational equipment

· Specialist equipment

	Strategic

· Personal Protective Equipment- PPE

· Fleet items

· Major items of operational equipment

	Tactical
· Stationery

· General consumables

· Office equipment and furniture


	Tactical

· Energy
· Vehicle fuel

· Professional services – e.g. occupational health, legal



HIGH

RISK
    LOW                                                    COST 



HIGH
The process requires that the commodity groups which are purchased are identified as being tactical-low risk, tactical-high risk, strategic-high risk or strategic-low risk.  For example stationery is considered as a tactical-low risk as the expenditure is relatively low, the risk associated with not having it is low and there are a large number of suppliers available if there was a problem with the existing supply chain.  Appliances and some telecommunications equipment would be considered as strategic-high risk to the organisation as the expenditure is high, failure in supply would cause the organisation severe problems and the number of suppliers is fairly limited.

This process is essential in identifying those areas that require a higher level of management and also where significant savings can be made, but also in the allocation of staff to particular duties and the levels of competencies required.

The tactical-high risk and strategic-high risk purchases require management by experienced purchasing staff as negotiation, vendor assessment and contract management skills are required.  The strategic-high risk area requires close contract management as failure in the supply chain in this sector will cause the organisation huge service delivery problems and is therefore a major part of the Procurement Manager’s remit.

13.  Collaborative arrangements

The opportunities identified within this strategy become more powerful when shared with other public sector bodies e.g. Police, Health Services, local authorities/agencies and Fire authorities.  LBFRS is a member of the Chief Fire Officers Association (CFOA) Scotland Procurement Group whereby all 8 Scottish FRS meet on a regular basis with visitors from other FRS and suppliers on a regular basis. This is proving very worthwhile and should assist in all Scottish FRS standardising documents, procedures etc as specified in the National Procurement Strategy 2005-2008. 
LBFRS is involved in the following sub groups from CFOA Procurement:

Corporate and Social Responsibility procedures and policies are being developed at present, prior to an implementation plan. LBFRS, Grampian, Tayside and Central FRS are involved.  

The standardisation of uniform within the Scottish Fire Service.  This would reduce supplier lead times dramatically, reduce costs and create an image for the Scottish Fire Service. LBFRS, Tayside FRS and Dumfries and Galloway FRS are involved in this project.   This report will be presented to all Chief Fire Officers shortly.

E-Procurement system.  LBFRS and Grampian have looked into the Bluelight procurement portal provided by Due North.  We were specifically interested in the e-tendering, e-planning and contract management modules within this portal.  We have also looked at ePS, but for Scottish Fire and Rescue Services, this is an expensive system with no guarantee of the savings that could be achieved.  The development of our own Scottish Fire and Rescue website is currently being evaluated.  The McClelland report has recommended that all Public Sector bodies must have a suitable e-Procurement system in place.
The South Eastern Collaboration Strategy Group has recently been divided into sub groups.  Procurement is one of the major areas in the first year to be evaluated.  The group consists of personnel responsible for Procurement from LBFRS, Central Scotland, Fife and Dumfries and Galloway FRS.  Procedures and processes will be evaluated at a strategic level.
14.  E-Procurement
LBFRS completed its first pilot of purchase cards in 2005 alongside its partner City of Edinburgh Council. Any problems were assessed and rectified with the assistance of Finance and Internal Audit.  New guidance and procedures have been produced and Phase 2 of the scheme will commence in July 2006.  The scheme is part of an OGC framework agreement.  These cards provide economies when used for low value, high volume purchases and will create efficiency savings in transactional costs and resources whilst supporting our environmental policy.  Purchase cards are identified as a milestone in the National Procurement Strategy 2005-8 alongside procure-to-pay systems which LBFRS has planned into future action plans.
LBFRS currently use OGC fuel cards, thus creating savings in transactional and resource costs.

15.  Performance Monitoring
Performance Indicators are used to measure the effectiveness and efficiency of LBFRS progress towards the Procurement Strategy.  These targets follow the SMART principles (specific, measurable, agreed, realistic and time bound).
The following are indicators which have been selected:

· Number of key item stock outs
· Requisitions processed/advised in 3 working days
· Random stock checks

· Reduction in stock/non stock expenditure

· Removal of obsolete/aged stock
The following Value for Money (VFM) indicators are also being included as part of an audit to provide the Service with valuable information:

· Total cost of the Procurement Function
· Average percentage savings achieved through procurement for the 5 largest procurement projects delivered in the previous financial year
· The use of technology within Procurement
· Management practice indicator – number of practices that have been adopted by the Service out of a possible 10
· Professionally qualified procurement employees as a percentage of total procurement employees
· Average invoice value
· Percentage of the organisations top 10 suppliers who have a formal partnership/framework agreement with the organisation
· Benchmarking a defined set of goods
· The percentages of total spend on goods and services through collaboration with other public sector bodies
· Percentages of suppliers that make up the top 80% of an organisations total spend for goods and services
16.  Equalities

LBFRS is committed to equalities in all activities within the Service.  Any contractor/supplier working for and on behalf of LBFRS should be able to demonstrate its compliance with all current legislation.  Listed below is a list of legislation which is not exhaustive and will be reviewed on a regular basis:

· Disability Discrimination (Employment) Regulations 1996

· Disability Discrimination Act 1995 (Amendment) regulations 2003
· Equal Pay Act 1970
· Race Relations (Amendment) Act 2000

· Sex Discrimination Acts 1975 and 1986

· Sex Discrimination (Gender Reassignment) Regulations 1996

· Rehabilitation of offenders Act 1974

The contractor/supplier must ensure that all providing, receiving or benefiting from the service is treated fairly and without discrimination, either directly or indirectly.  The contractor/supplier shall not discriminate either on grounds of race, skin colour, nationality, ethnic or national origin, gender, sexual orientation, marital status, disability, age, religious belief, education or health.

At the prequalification stage information will be required as to the general competence, policies, track record, details of criminal offences and acts of grave misconduct in relation to legislation on sex, race and disability. LBFRS will require evidence of their eligibility to be awarded a contract.  This includes information on their equal opportunities polices and where they have been subject to formal investigations by any equality body.  Contractors will be excluded from the tendering process if they have been convicted of a criminal offence, have committed an act of grave misconduct, or found to be in breach of any of the above legislation.
17.  Health and Safety Policy
LBFRS has a statutory duty to provide a safe place of work and a healthy environment for all its employees, including those employed on a temporary basis.
As part of the procurement process, suppliers are advised via the evaluation criteria that they must have a health and safety policy within their organisation, which will form part of the tender process.  This information must advise whether they have been subject to formal investigation.  Suppliers will be excluded from the tendering process if they have been found to be in breach of any of the current legislation or do not have a policy in place.  It shall be a requirement of any procurement that specific regulation appropriate to specific procurement be compliant with the under noted health and safety regulation.

· The Control of Noise at Work Regulations 2005,

· The Control of Substances Hazardous to Health Regulations 2002,

· Personal Protective Equipment Regulations 2002,

· The Provision and Use of Work Equipment Regulations 1998,

· The Management of Health and Safety at Work Regulations 1999,

· The Health and Safety (Display Screen Equipment) Regulations 1992, 

· The Manual Handling Operations Regulations 1992, 

The general duties imposed upon the Public Sector are defined in the Health and Safety at Work Act 1974.  Effective control of health and safety is achievable through co-operative effort at all levels and good management practice in risk assessment and control.

Within LBFRS, functional Managers are responsible under FRS Board policy to ensure that the appropriate risk /fit for purpose assessments are made prior to procurement.

18.  Environmental Policy

LBFRS Service Profile states that one of their strategic priorities is to focus on the impact that the organisation has on the environment in providing the service to the public.
The Chartered Institute of Purchasing and Supply are encouraging all Procurement professionals to take a lead role in the implementation of environmental purchasing.

The CIPS policy document states that Purchasing and Supply Chain Management professionals should:

· Have a significant specialist influence and role in improving the environmental performance of their organisations and that of their suppliers and contractors
· Seek to reduce the environmental impact of their own day-to-day activities

· Seek to develop the environmental purchasing policy and practices of their employers and carry out their own duties in an environmentally responsible manner, compliant with all relevant legislation and cognisant of the objectives of the organisation
· Aim to reduce the adverse impact on the environment of their own activities and that of their suppliers

· Work with colleagues and suppliers, as appropriate, to ensure that goods and services purchased can be manufactured, delivered, used and disposed of in a safe and socially and environmentally responsible manner
The implications of implementing such a policy are wide reaching and will require the involvement of staff at every level within the organisation.  
Environmental aspects contribute to whole life cycle costs.  Minimising these costs provides true value for money.  With this in mind, a clause will be added to all Invitation to Tender (ITT) documentation asking potential suppliers to identify their environmental impacts and how they propose to minimise them.  This will allow a wider consideration of the issues during the evaluation process.

As part of the procurement process suppliers are advised via the evaluation criteria that they must have an environmental policy.  This will be used as part of the tender evaluation process and suppliers must be aware they are required to produce this evidence.  Suppliers will be excluded from the tender process if they do not have this policy in place.
19.  Purchasing Ethics
All employees involved in any aspect of purchasing must follow, in every detail, the Code of Practice published by the Chartered Institute of Purchasing and Supply, especially with reference to:-

· Hospitality

· Gifts of any sort

Specifically, personnel involved in procurement or purchasing shall never use their authority or offices for personnel gain and shall seek to uphold and enhance the standing of the Service by:

· Maintaining an unimpeachable standard of integrity, accountability and transparency in all their professional relationships both inside and outside the Service
· Fostering the highest possible standards of professional competence amongst those for whom they are responsible
· Optimising the use of resources for which they are responsible to provide the maximum benefit to the Service
· Complying both with Scots law and all contractual obligations
· Rejecting any business practices which might be deemed improper or inappropriate
Any personal interest which may impinge, or might reasonably be deemed by others to impinge, on impartiality in any matter must be declared to the Chief Fire Officer, or in the case of the Chief Fire Officer, the Clerk to the Board.

The confidentiality of information received in the course of duty, must be respected and must never be used for personal gain.  Information given in the course of duty must be true and fair and never designed to mislead.

Whilst bearing in mind the advantages to the Service in maintaining a continuing relationship with certain individual suppliers, any arrangements, which in the long term might prevent the effective operation of fair competition, must be avoided.

Business gifts, other than items of very small intrinsic value, such as diaries or calendars must not be accepted.  It is recommended that each Function hold a probity register to record all business gifts that have been offered, with acceptance or decline being noted against each entry.  When it is unclear as to whether a gift or hospitality must or must not be accepted, the matter must be referred to the Chief Fire Officer in writing for a decision.  No requests to visit suppliers, nor any offer by them that might be adjusted to infer hospitality of any sort, may be accepted without prior permission of the Chief Fire Officer.

It is important that any employee of the Service who has any involvement in procurement procedures and has interests, of whatever nature in any business or firm, either by means of family links, investment capital, shareholding etc., must declare to the Chief Fire Officer such interests and stand back from any involvement.

20.  Sustainability

Sustainable development means that economic benefits, social well-being and environmental protection must go hand in hand.  A duty has been placed upon all public bodies to build sustainability into its procurement strategy, processes and contracts.

Each procurement project must take account of sustainability issues and identify whether there is scope to improve the environmental, economic and social impacts of the proposed contract.

This requires a period of engagement with suppliers to ensure that they have the necessary information at hand to enable them to apply for any LBFRS business.  This requirement will be included in the Policy document – Procurement and will be added to the LBFRS website.

21.  Review

This Strategy will be reviewed annually to:

· Monitor the progress on the actions identified
· Update the strategy as action plans are completed
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The following action plan is building on current processes and development requirements.  It lays out the means by which LBFRS Procurement function will provide compliance and improvements to the service already provided.
23.  Procurement Action Plan 
	
	Action
	Person responsible
	Priority 

High/med/low
	Target completion date

	1
	Develop and Publish Procurement Strategy
	Procurement Manager
	High
	31.5.2006

	2
	Implement Purchase card pilot 2
	Procurement Manager/ Finance Manager
	High
	1.6.2006

	3
	Review and update Uniform issue procedure
	Procurement Manager
	High
	31.7.2006

	4
	Review and update Procurement Procedure
	Procurement Manager
	High
	31.7.2006

	5
	Develop and publish Supplies procedure
	Procurement Manager
	High
	31.7.2006

	6
	Analyse LBFRS suppliers/creditors list to ascertain where contracts may be necessary
	Procurement Manager
	Medium
	31.8.2006

	7
	Review list of consolidated invoice suppliers
	Procurement Manager
	Medium
	31.8.2006

	8
	Implement efficiency saving processes within Procurement
	Procurement manager
	High
	31.12.2006

	9
	Develop and publish guide – How to do Business with LBFRS
	Procurement Manager
	High
	31.12.2006

	10
	Review list of contracts on website
	Procurement Manager
	Medium
	31.12.2006

	11
	Obtain contracts for all stock
	Procurement Manager
	High
	31.3.2007

	12
	Best Value Review of Procurement
	Procurement Manager
	High
	31.3.2007

	13
	Compile portfolio of standard documents
	Procurement Manager
	High
	31.3.2007

	14
	Advertise all non-recruitment adverts on website with standard tender documentation
	Procurement Manager
	High
	31.3.2007

	15
	Develop and publish Corporate and Social Responsibility Policy
	Procurement Manager
	Medium
	31.8.2007

	16
	Develop and publish ‘Guide to Green Purchasing’
	Procurement Manager
	Medium
	31.8.2007

	17
	Develop and publish ‘How to write a Specification’ guidance
	Procurement Manager
	Medium
	31.12.2007

	18
	Develop and publish Procurement pocket guidance
	Procurement Manager
	Medium
	31.12.2007

	19
	Investigate and develop e-Procurement solutions
	Procurement Manager
	High
	31.3.2008

	20
	Develop and publish a ‘Contract management process’ guide 
	Procurement Manager
	Medium
	31.3.2008

	21
	Review legislative requirements
	Procurement manager
	High
	31.3.2009


PAGE  
18
Pauline Macdonald

29/05/2006


