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Mission Statement

Procurement is committed to achieving best value for all stakeholders in SLHD, ensuring that goods, works and services are effectively and efficiently procured.  We will adopt best practice, ensure compliance with UK and EU Law and always operate in an open, transparent and professional manner.  Procurement needs to help deliver our strategic objectives, contribute to continuous improvement of services, service delivery and ensure value for money and quality are maintained across SLHD. 
Strategic Objectives
· To empower and involve customers in service development and monitoring.
· To ensure equality and diversity is integral to all we do. 
· To develop effective partnerships for the benefit of our customers.
· To operate as an efficient and effective business delivering value for money.
Our Core Values:

· We will be open and honest.
· We will care for tenants and customers and be tough on those who do not fulfil their responsibilities.
· We will encourage participation from tenants, leaseholders and residents.
· We will encourage staff to reach their full potential.
· We will promote equality in service delivery and behaviour of employees, Board Members and partners.
· We will strengthen the bonds of trust between the company, its customers and staff.
· Work with other agencies and partners to ensure that communities are sustainable.
1.0 
Introduction

Our procurement strategy will provide clarity of the overall direction and vision for procurement promoting value for money, providing better quality services and considering all stakeholders in SLHD.  It allows for innovation, continuous improvement and ensures that SLHD operates within an environment of economy, efficiency and effectiveness.  In order to determine whether our objectives proved deliverable and achievable we will review the strategy annually. 

1.1  What is Procurement?

Procurement is the process of acquiring goods, works and services from suppliers.  The Procurement Cycle covers acquisition from the initial business case to the end of the service contract or disposal of the asset. When considering this lifecycle we should take a Whole Life Costing approach to evaluate the complete cost of the requirement – as opposed to the bottom line cost in isolation.  Whole Life Costing is a technique to establish the total cost of ownership. It is a structured approach that addresses all the elements of this cost and can be used to produce a spend profile of the product or service over its anticipated life-span.  Using Whole Life Costing also allows us to consider our corporate social responsibilities in terms of environmental, ethical and social issues which should all be taken into account in the evaluation process. 

1.2 
Why is Procurement Important?  

Good procurement can play a critical role in the delivery of SLHD’s strategic objectives. The savings achieved can be re-invested in services, whereas contract failures result in loss of money, service quality and reputation.  This strategy sets out the principles that SLHD need to follow in achieving its vision and strategic objectives.

Sound Procurement has demonstrated that it is one of the key methods of obtaining efficiencies.  It is through wise purchasing decisions and well managed procedures that efficiency savings will be delivered.  
Procurement aims to:

· Underpin the mission, vision and values of the organisation and its Business Plan objectives.

· Obtain the best possible value for money across the whole organisation whilst ensuring that goods and services are fit for purpose.

· Ensure that externally provided resources are selected and managed through effective and transparent procedures.

· Ensure that internally provided services are cost effective and efficient and offer optimum value for money for the organisation.

In Doncaster this means money saved will be fed directly into delivering better quality housing and front line services for the benefit of all stakeholders.  

1.3 Regulatory Framework

There is a legal requirement to ensure that all contracts for public services are awarded in a fair, transparent, non-discriminatory and open manner, these requirements are set out in the EU procurement regime comprising of:

· EU Treaty Principles: The European Treaty principles such as transparency and non-discrimination apply to all public contracts for services regardless of value. 

· EU Procurement Directives: The EU Procurement Directives translate the Treaty principles into specific obligations relating to procurement. The Directives have been incorporated into UK law by the Public Contracts Regulations 2006. 

· Relevant case law from the European Court of Justice. 

The three main obligations associated with the EU Procurement Directives and the Public Contracts Regulations are as follows:

· All potential contracts, the values of which singularly or cumulatively exceed the financial thresholds stated below, must be advertised throughout the European Union, so that all interested parties in all member states have an equal opportunity to submit tenders. 

· All participants must receive equal treatment in order to eliminate discrimination on the grounds of the nationality of the contractor or the origin of goods/services. 

· All tendering and award procedures must involve the application of published timescales and objective criteria. 

Generally speaking with few exceptions, the EU procurement directives, which determine the procedures and timescales to be followed in public sector procurement, apply to all contracts for goods and services over a certain value. 

2. 
Background 


SLHD is an arms length management organisation, a company limited by guarantee, solely owned by DMBC. It provides services for the Council for a management fee and is governed by a Management Agreement with the Council. 
2.1 Extract from the Audit Commission Inspection of SLHD – March 2007 


Following the Inspection the Audit Commission felt that our strengths outweighed our weaknesses in this area and VFM was well embedded in the organisation through a range of strategies and targets.  We were praised for our Procurement Strategy with modern procurement practices influenced by tenants, our work on identifying and benchmarking costs, learning from other organisations, reviewing and improving VFM on Service Level Agreements, exceeding efficiency targets and attracting effective inward investment.  Areas identified for improvement were around; fully understanding our costs in relation to Repairs & Maintenance and market testing this service, setting out the importance of customer outcomes in our procurement practices and developing the benefits of partnering.  These points are covered in SLHD’s Value for Money Strategy and this Procurement Strategy aims to underpin delivery of these objectives. 


Our Procurement Strengths & Weaknesses identified by the Inspection: 

Strengths

· We have recruited our own Procurement Team and reduced the cost of the SLA with the Council by £45,000 and implemented a Procurement Strategy with actions and targets.

· Value for Money was scored as a Three Star Service by the Audit Commission.


· We have effective partnering arrangements for the delivery of the decent homes programme and are working under true partnering principles.  We also undertake rigorous monitoring on cost and quality.  We have implemented service standards in consultation with customers and our performance on customer satisfaction is currently 100%.

· We are committed to delivering a high proportion of our services electronically and contribute towards the e-government agenda.
· We are a member of the 4 South Yorkshire Consortium – Trailblazer. Through this there is potential to achieve substantial efficiencies in procuring decent homes components through e-procurement and sharing of best practice.

Identified weaknesses 

· SLHD has not market tested the in house maintenance service to assess whether it delivers value for money.  This is being addressed by undertaking a full review of service provision using outside consultants to look at all aspects of the service.  The objective being to gain a detailed understanding of the current provision and associated costs thus ensuring that any market testing / outsourcing can be validated to ensure Value for Money is achieved.

· The implementation plan for the procurement strategy is not robust.  The Procurement Strategy is being reviewed in the light of these comments and the impact of the CSR07.  
· The procurement strategy follows best practice for cost and quality indicators and includes a range of targets to develop procurement opportunities and improve value for money. The strategy does not however, effectively set out the importance of customer outcomes in decisions, and the benefits of partnering are undeveloped. This does not fully identify procurement options available to SLHD.  Procurement is seeking to widen involvement of stakeholders and to ensure issues of Governance are addressed. E.g. regular reports are made to the Area Boards in regard to procurement activity.  The review of the Procurement strategy will expand upon the value of Partnership and Collaboration.
SLHD deals with a number of external agencies in a variety of ways.  The organisation creates partnerships or outsources work to other organisations to ensure our service users receive the services that are required.  SLHD takes full responsibility for the performance of such third parties resulting in the need for strong project management and contract monitoring to enable the organisation to control the performance of third parties.

Procurement activity covers a wide spectrum including; Capital Works (e.g. Decent Homes Works), Services (e.g. Maintenance of Lifts), Supplies (e.g. Stationery), Consultancy (e.g. Market Research - Status Survey), Specialist needs (e.g. Asbestos Removal) and others. 

SLHD will consider the Procurement Options available in making any business case.  For this organisation these fall into the following main categories:

· Outsourcing / Market Testing.
· Transformation / restructuring of existing internal service provision.
· Renegotiation of provision where applicable.
· Use of Existing Framework Agreements.
· Collaborative provision – this would include service provision for DMBC.
· Partnering Agreements. 

SLHD Procurement team adopts a transparent procurement process that seeks to ensure the selection of appropriately qualified, cost effective providers.  The process considers:
· The need and business case for the Procurement exercise.

· The opportunities for Collaborative Procurement and the use of existing Framework contracts, such as OGC and others.

· Price: Costs will be benchmarked against existing contracts and those achieved by other organisations.

· Quality: We will look to consider issues affecting “Whole Life Cost” as well as service delivery and performance.

· Ability to deliver: The provider’s track record will be investigated with regard to their achievements in delivery of similar contracts in the past.

· Financial sustainability for the contract period will be investigated.

· The impact of the Procurement outturns on customers, seeking to clearly define the benefits and opportunities created.

· The impact of any Procurement on:

· The Environment

· Equality & Diversity

· Long term Sustainability

3
Key Drivers – Future Developments
SLHD have a number of drivers that will be embedded into its procurement strategy and day-to-day working practices. Drivers consist of national drivers, local drivers specific to the Borough of Doncaster and recommendations made by the Audit Commission following their inspection in March 2007.
3.1.
National Drivers

Public sector procurement in general has been criticised in recent times, various reports and reviews have highlighted that it is an essential element in providing cost effective and efficient services.  The reviews and reports that have been the key drivers are:-
· “Delivering Better Services for Citizens” – Sir Ian Byatt (2001).
· “Constructing the Team” – Sir Michael Latham (1994).
· “Rethinking Construction” – Sir John Egan (1998).
·  National Procurement Strategy (2003).
· “Efficiency Review” – Sir Peter Gershon (2004).
3.2. 
Local Drivers

The drivers listed below are specific to the Borough of Doncaster.
SLHD Business Delivery Plan
Included in the Business Delivery Plan is the objective of achieving value for money and efficiency savings, which can be re-invested into service delivery improvements.  Specific objectives from the Business Delivery Plan are as follows:-
· Decency partners appointed using PPC2000 Contract arrangements.

· Implement a Strategic Partnering Alliance, which encourages performance between contractors and provides SLHD with complete flexibility on how it deals with the five-year strategic direction of the investment programme.
· Develop a service that fully meets the Respect/Equality Standard.
This Procurement Strategy has been developed to reinforce the policy of achieving Value for Money for all our services, and to realise efficiency savings within a compliant framework, and links with our Business Delivery Plan, Vision and overall objectives of the Company.
SLHD have entered into several contracts during 2007 which are specifically focused around Partnering for delivery of Decent Homes Works.  Through these arrangements, SLHD will seek to drive Continuous Improvement and Efficiencies and achieve the objectives set out in the Business Delivery Plan.  
SLHD Investment Strategy

This Procurement Strategy will sit along side the SLHD Decent Homes Procurement Strategy supporting and underpinning procurement activities that will all impact on the performance and delivery of value for money for all stakeholders.

Borough Strategy 

Doncaster Strategic Partnership (DSP) has developed a Borough Strategy, which is intended to provide an agreed ‘picture’ of the main challenges that the Borough faces. 

The Borough Strategy links to and overlaps with the National Procurement Strategy.  The aspirations of both are consistent with each other and effective procurement processes will ensure that both sets of requirements are addressed and that targets will be achieved.

SLHD is committed to assisting the DSP achieve the objectives of the transformational goals.  This will involve SLHD working with public, private, social enterprise or voluntary sector organisations to achieve quality outcomes for the benefit of the local community.  Clear policies will be developed that state the organisations objectives in relation to working with these areas. 

DMBC Corporate Plan

DMBC have devised a corporate plan which sets out the direction of the Council, incorporated into the corporate plan are four priority themes.

· Children & Young People.
· Healthier Communities & Supporting Vulnerable People.
· Safer and Stronger Communities.
· Sustainable Communities.
SLHD will play a major role in delivering these priority themes and effective procurement will play a pivotal role in ensuring that all services are delivered, efficiently and economically while aiming to meet the needs and aspirations of the citizens of Doncaster.

4.
Meeting the Key Drivers - progress 


4.1
Achieving Best Value
As an organisation we are embracing the 4 c’s of best value challenge, compare, consult and compete, as a modern procurement service we are focussing on the following areas:-

· Use E-procurement solutions.
· Use Procurement Cards.
· Use Consortia (Office of Government Commerce, Procurement for Housing, Yorkshire Purchasing Organisation).
· Partnering and collaborative agreements (Decent Home Contractors).
· Stimulating markets using effective competition.
· Benchmarking performance.
· Consulting stakeholders (Tenant involvement in tender evaluations e.g. Decent Homes, Status Survey.  Supplier engagement eg attend DMBC Meet the Buyer events).
SLHD have made significant progress in these areas. 
4.2
E-Procurement


SLHD have embraced the e-procurement agenda, this can be demonstrated in the following areas:

· Placement and advertising of tenders using the SCMS Alito system which is a web based electronic tender system operating in the Yorkshire and Humberside region.
· E-business for ordering of stationery and related products.
· Adoption and roll out across the organisation of the Government Procurement Card for low value transactions including building materials, subscriptions, publications, IT consumables.
· Participating in an e-auction for heating and bathroom products and flooring undertaken by the South Yorkshire Consortium.
The lessons learned from others have helped in delivering significant efficiencies in Decent Homes Contract procurement.

4.3 
Collaboration

SLHD continue to take a proactive approach to wider involvement with other similar organisations and partners seeking opportunities for effective collaboration in all areas.  We have utilised OGC frameworks, using catalist and will continue to use them where appropriate.
4.4
Consortium Buying

ODPM began targeting consortia membership towards the largest social landlords, with the greatest expenditure on capital repairs, so as to maximise efficiency gains at an early stage. Three social landlord groups have been awarded Efficiency Challenge Fund grants to help set up procurement consortia.  The one utilised by SLHD is as follows:-

South Yorkshire Trailblazer

Over 119,800 homes are managed by the members of this consortium:

Rotherham MBC, Doncaster MBC, Barnsley MBC, Sheffield Homes (ALMO), Rotherham 2010 (ALMO), Berneslai Homes (ALMO), St Leger Homes of Doncaster Ltd (ALMO. Sheffield CC is the accountable body.  At least £866m of repairs and maintenance expenditure is expected to be routed through the consortium. In addition the Consortia will encourage regeneration, employment and training opportunities and support for local Small and Medium Enterprises.

Use of consortia is being undertaken by SLHD procurement team and include the following organisations:-

· Yorkshire Purchasing Organisation

· Procurement for Housing

· National Housing Consortium

· Office of Government Commerce Buying Solutions

Alongside the advantages provided by the use of consortia there has been opportunities taken from regional benchmarking in respect of both costs and performance.

4.5
Partnering

The delivery of efficiency targets in the construction industry as a whole has been on the agenda since the seminal reports of Latham – ‘Constructing the Team’ (1994) and Egan – ‘Rethinking Construction’ (1998). The aim of both reports was to improve the efficiency and productivity of the construction industry. The Latham report set out the advantages to be gained from partnering and collaborative working.  The Egan report stressed the benefits to be gained from a manufacturing approach to the design, development and delivery of new buildings, and the necessity of measuring performance against targets for the whole industry.
Good practice in construction procurement must include greater use of partnering throughout the construction supply chain as this can result in savings on capital expenditure, time savings, increased skills training for construction workers, and increased tenant satisfaction and wider community benefits.
OGC states “If successfully implemented, partnering is an immensely powerful tool that can contribute to successful project and programme outcomes and deliver significant improvements in value for money.”
It is clear however that partnering is not appropriate in all cases, below are examples of procurement situations where this approach would be suitable:

· Business change, especially where innovation is required and/or the future is uncertain.
· Using new methods of service delivery (such as providing services online).
· Flexibility in constructing teams, involving specialist skills or scarce resources.
· Outsourcing business processes or services, perhaps to allow customer staff to concentrate on core areas.

Accordingly SLHD will, where appropriate, use a partnering approach with its suppliers, seek out opportunities for continuous improvement that will benefit all parties and improve overall value for money.

4.6
Contracts Register


SLHD have implemented a contract register that gives details of all current contracts let by SLHD as required by Financial Regulations.  A separate register is maintained of contracts let by DMBC but managed by SLHD.  In conjunction with regular spend analysis these will be used to plan future Procurement requirements and contracts.  All contracts let by SLHD will be written to allow assignment to DMBC at some future date if required.


4.7
Standardised Documentation


A suite of standardised documents has been devised, with consultation with the Council’s legal team and Corporate Procurement Team.  The documents cover: 

· Pre qualification questionnaires.
· Invitation to tender.
· Standard Terms and Conditions of Contract.
· Standard letters to successful and unsuccessful tenderers.

Addendums to these standard forms are made as and when required to suit the particular requirement of the procurement in question. The standardisation of these documents has made the procurement process more user friendly for suppliers, and have provided efficiency savings in terms of officer time in devising contract documentation.  

In addition to the standard documents, evaluation model templates have been developed for pre-qualification questions. This allows transparent evaluation of all expression of interest responses and gives the organisation certainty that all responses are evaluated on a fair and equal basis.

5.
Key Procurement Aims and Future Objectives
Sound procurement practices are central to achieving SLDH priorities and objectives.  The priorities of SLHD procurement team are:
· To work in effective partnership at both local and national levels to share best practice.

· To meet the targets set down by the National Procurement Strategy and the Gershon Efficiency Review. 

· To broaden consultation with stakeholders to determine the most appropriate service and to ensure that service users benefit fully from the procurement.

· To promote the standardisation of goods, materials and components used. This will provide economies of scale and reduced transaction costs.

· To raise the profile of the procurement team within the organisation, raising awareness of the procurement rules and reducing inefficient spend.
· To measure performance of suppliers through sound contract management and regular review meetings.
· Rationalise the supplier base, this will allow us to work more effectively with fewer suppliers and will align the supply base with the requirements of both internal and external customers.
· To provide opportunities by engaging with local suppliers, small medium enterprises, minority ethnic businesses, voluntary and community sector organisations where possible. 

· To provide value for money and efficiency across the whole of the organisation and linking to the Council’s duty of Best Value.

· To ensure suppliers are assessed on criteria to establish their commitment to sustainability, environmental management, equality and diversity and that they have adequate financial and technical capacity to provide what we need.
· To ensure the organisation is compliant with UK law and EU procurement directives and procurement is done in a fair, transparent, non-discriminatory and open manner.
· To train our staff and keep them updated with regard to procurement activity, processes and legislation supported by adopting clear communication links with the Corporate Procurement Team (DMBC).
Some of the above aims and objectives stated are included in the current Procurement Action Plan and are currently work in progress.  Whilst others require detailed individual action plans to be developed in conjunction with other service areas. 
Procurement 
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