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Introduction

The objective of Corporate Procurement Planning in the Local Government Sector is to ensure that better value for money can be achieved in some or all of the following ways:
· Ensuring that purchasing within all Local Authority  organisations is carried out in a co-ordinated and strategic  manner,
· Reviewing and, where possible, streamlining the administration of existing purchasing processes e.g. by using available e-procurement tools to achieve financial and staff savings,

· Utilising the buying power of the local government sector to achieve greater value for money, when purchasing goods and services in the marketplace.

· Complying with National and EU Legislation and Directives.

Background

Effective procurement in Leitrim County Council is the responsibility of the management of the local authority. This process involves the efficient and proper use of funds for the purposes of acquiring goods and services. In preparing this plan an analysis of the procurement processes and procedures was undertaken to identify where inefficient procedures existed with a view to eliminating such procedures and improving value for money aspects. This analysis also identified efficiencies and the need to expand and develop these throughout the organisation. In addition the spending profile of the organisation was examined. From this review a series of recommendations have been made and are detailed in the body of the plan. They have been summarised in the Executive Summary.
In terms of overall value of purchasing for Leitrim County Council, procurement is largely decentralised. This covers the majority of the large capital and infrastructural projects  By comparison a very large proportion of the high volume low value procurement of goods and services is generally completed on a centralised basis. This covers most of the expenditure represented by the day to day operation of the local authority (Revenue Expenditure) This centralised procurement includes goods and services such as, machinery and plant hire, materials, stationery, advertising, small civil contracts, chemicals etc.   

In an effort to develop public sector procurement policy and practice through a process of procurement management reform, the Department of Finance established the National Public Procurement Policy Unit (NPPU) in 2002. The reform process identified by the Department comprised of several integrated activities including: Capacity building, Supplier consolidation and training and education measures to be supported by appropriate by e-procurement initiatives.

As part of this programme of public procurement reform, the Department of Finance issued the National Public Procurement Policy Framework requiring all public bodies to produce annual Corporate Procurement Plans (CPP). It is in this context that Leitrim County Council has produced this CPP as the 1st stage of an overall 5 year development programme. 
This Procurement Plan has been approved by the County Manager and the Senior Management Team and will be the subject of ongoing review. As this is the first year of its preparation, it will be included in the future Corporate Plan which is currently under review for the 2009-2014 period.
Executive Summary
The analysis of expenditure included in this Corporate Procurement Plan covers the period of the financial year ended 31st Dec 2006 and relates to current (revenue) spending. As indicated by Departmental Guidelines, expenditure on the large infrastructural capital projects is excluded. Also excluded is expenditure incurred on Direct Council Staffing.

Further chapters will explain the expenditure analysed and the methods used. While Leitrim County Council did not previously have a formal procurement plan in place work has been continuing to ensure compliance with local, national and EU guidelines to promote and ensure best value for money.
In this regard, Leitrim County Council has already eliminated the Central Stores. This followed an earlier analysis and review which considered that a Central Stores facility in a small county was an inefficient use of resources and deliveries are now made direct to the relevant location. Following this change, a central Purchasing unit was established and, where possible the purchase of goods and services are made through this office. The Purchasing unit reports to the Finance Directorate.
Recommendations

It is recognised that not all of the recommendations can be achieved in a single year and it is anticipated that relevant recommendations will be identified each year and incorporated into the annual Service Plan for the Finance Directorate.

· Review and monitor Purchasing procedures on an annual basis and ensure that relevant national and European policy directives are reflected in all documentation prepared, distributed and implemented.

· Implement a “Training and Education” program  for existing employees on  an annual basis and incorporate as part of the induction process for new employees

· Incorporate the Annual quotations list for plant hire and materials using the LA Quotes system as developed by Kerry County Council
· Extend the use of the Low Value Purchase Cards through out the county

· Continue to improve processes by centralising tendering procedures for goods and services such as safety gear, signs, 

· Review the purchase versus hire option in the case of Lorries and pick-up trucks including the possibility of contracting out the cost of maintenance.
· As energy costs are increasing at a rate that is significantly above inflation it is essential that Leitrim County Council regularly review its energy costs. This will become of greater significance when more and more of the new waste water treatment plants are commissioned and operated under DBO (Design Build and Operate) contracts. Given that there is now more than one supplier of energy costs significant financial advantages can be obtained from the tendering process.
· Promote and implement where possible the use of electronic invoices, using the offices of the Local Government Computer Services Board where possible to assist with thee development of the relevant technology.
· Complete procurement analysis on all expenditure, both revenue and capital, with a view to establishing a properly financed procurement unit which will deal with all aspects of procurement, contract negotiations and awarding of contracts.  As this is a longer term objective, further work is required in this area.
·  This Plan should be reviewed annually and progress on achievement reported and measured. This will be done as part of annual review of the Corporate Plan.
· This plan has focused on expenditure at a very high level. In order to maximise the benefit from this review, further analysis will be completed on each category with a view to identifying specific savings. These savings may arise from either procuring the goods and services in a different manner or procuring a different type of good or service.

· Where possible the number of Suppliers should be reduced. Account must be taken of the large percentage of Suppliers with whom the local authority deal are individuals who are in receipt of grants and as such fall outside remit of this plan.
Analysis and Explanation.
The total expenditure incurred by Leitrim County Council in 2006, to which this plan refers is €20,509,680. This excludes all salary related expenditure and other expenditure over which Leitrim County Council has little or not control or act in the capacity of Agent. Such expenditure which has been excluded from this plan  include Higher Education Grants, Grant payments to individuals which are funded and payment of Vocation Educational Committee pensions. 
· The total relevant spend was €20,509,680 in 2006

· There were 24 categories of spend

· The highest value of spend was on “materials” and accounted for 9,849,292 or 48.02%

· The total spend in the low risk, low expenditure quadrant 1 was  €14,033 or .07% of total spend
·  The total spend in the low risk, high expenditure quadrant 2 was €6,783,824 or 33.08% of total spend.
· The total spend in the high risk, low expenditure quadrant was zero
· The total spend in the high risk, high expenditure quadrant was €13,711,823 or 66.86% of total spend
· 28,547 invoices were processed during 2006.

· During 2006 Leitrim County Council had business dealings with 1,825 Suppliers
The initial analysis indicated that Leitrim County Council have a large number of Suppliers with whom only one invoice was transacted. This would suggest that improved efficiencies may be gained by increasing activity with a smaller number of suppliers. However, further analysis shows that almost 500 suppliers were in fact recipients of grants or refunds and could not form part of any procurement strategy and have been excluded from the total spend figure of €20,509,680 above.  
Analytical Framework
When analysing procurement expenditure, it is essential that the methodology used will guide the organisation to better manage procurement through the application of analysis based buying strategies. This should allow the organisation to achieve better value for money outcomes.
“Spend Profiling” is the analytical tool used. Spend profiling reflects the relationship between the two principal influences in the management of procurement:

(a) The difficulty of securing supply, which equates to the degree to which the goods or service present risks, or are critical to the organisation as well as the extent to which a competitive supply   market exists for those goods and services (represented on the vertical axis)

(b) The relative level of expenditure on goods and services, as against the total procurement  expenditure of the organisation (represented on the horizontal axis)

The outcome of the spend profiling is represented on a supply positioning and risk evaluation matrix
 (SUPREM), which segments the expenditure on procurement into 4 categories.  The matrix provides a profile of  Leitrim County Council’s expenditure by mapping the various categories of expenditure on  goods and services in a 4 quadrant, colour coded matrix whose axes relate to the level of expenditure and the relative difficulty of ensuring supply of the categories in question. Through Supply Positioning, critical areas of expenditure and significant purchases can be identified. By analysing expenditure in this way the local authority can develop strategies to ensure that (i) policies and procedures are put in place to achieve best value for money (ii) the exposure to the risk of supply failure is minimised.

The SUPREM matrix below shows the quadrants where the expenditure/risk combination will position the categories of goods and services for which it is necessary to carry out the supply positioning exercise.
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In order to populate the  quadrants, a weighting was given to five risk factors for each category of expenditure, in order that an appropriate overall risk weighting could be applied to each category as part of the mapping process. 
The risk factors and weightings considered for each category of expenditure were:

Table 1
	Factor
	Weighting

	Strategic Importance
	Easily Substitutable
	Not Important
	Low Importance
	Moderate Importance
	Important
	Critical

	Supply Failure Impact
	Very Low
	Low
	Medium
	High
	Very High
	Critical

	Procurement Relationship Complexity
	Very Easy
	Easy
	Slightly Complex
	Moderately Complex
	Complex
	Highly Complex

	Supply Failure Probability
	Very Low
	Low
	Medium
	High
	Very High
	Certain

	Nature of Supply  Market
	Highly Favours Buyer
	Moderately Favours Buyer
	Slightly Favours Buyer
	Slightly Favours Buyers
	Moderately  Favours Supplier
	Highly Favours Supplier


Generally Issues addressed when determining the weighting for each risk factor included:

Strategic Importance: How important is the good or service to the business objectives of the organisation?

Supply Failure Impact: If the existing supply of the good or service is interrupted what will be the impact on the day to day business operations?

Probability of Supply Failure: How likely is a supply failure?
Complexity of Procurement Relationship: How difficult is the purchasing process for this good or service

Nature of Supply Market: Where does the balance of power lie – with the Supplier or the Purchaser?

Process

In order to complete the relevant analysis and profile the expenditure a software tool called SUPREM – Supply Positioning and Risk Evaluation Matrix - was used.
Step 1

Details were obtained from the Financial Management System identifying the total spend.  Expenditure was then analysed into different categories. Each category represented a group of goods or services that contain similar items.

Step 2

All of the data gathered in step 1 was input using the SUPREM software.
Step 3 

Each category of expenditure was weighted with reference to the 5 different factors identified in Table 1 above. This process was completed in consultation with experienced staff dealing with the different categories of spend.

With the completion of step 3 SUPREM automatically generated a supply positioning matrix locating each category of spend in one of the four quadrants. A further review of the classification of the categories within each quadrant was completed to ensure that the classification made sense.

Step 4

Once all of the categories of spend had been plotted and identified, it was then necessary to consider generic strategic approaches to improving the procurement of goods and services
Procurement Analysis
As previously mentioned in the introduction a total review of the Revenue expenditure incurred in Leitrim County Council during 2006 was carried out and analysed using the SUPREM software tool.

Details identified within the quadrants are overfleaf.
	Overall Supply positioning matrix for Leitrim County Council
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	Distribution by quadrant

 

Expenditure

Categories

Box 1

€14,033.00

0.07%

1

4.17%

Box 2

€6,783,824.00

33.08%

13

54.17%

Box 3

€0.00

0.00%

0

0.00%

Box 4

€13,711,823.00

66.86%

10

41.67%

Total

€20,509,680.00

 

24

 

Expenditure statistics

Maximum value

€9,849,291.00

Minimum value

€14,033.00

Average

€854,570.00

90th percentile

€1,068,984.00

1% of spend 

€60,000.00

(excluding outliers) 




Quadrant 1 – Low relative spend – easy to secure supply
This represents  low value high volume levels of expenditure. Typically, there are a large number of transactions each with a low monetary value and associated costs of managing such activity is high
The main aim with this profile of spend is to minimise the time spent on processing transactions therefore reducing the cost of each transaction. In this regard Leitrim County Council has already introduced low value purchase cards. They are currently operational in the south of the county and it is essential that this facility is extended throughout the county.

	Low relative expenditure
Low-moderate difficulty of securing supply
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Categories

1

% of total

4.17%

 

 

Expenditure

€14,033.00

% of total

0.07%
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	Code

Category

Expenditure

% of total

Risk

Strategic importance to organisation

Impact of supply failure

Complexity of the procurement relationship

Chance of supply failure

Nature of the supply market

VHL-M

Vehicle (Repairs and maintenance)

€14,033.00

0.07%

Medium

Low importance

Low

Easy

Low - moderate

Slightly favours supplier




Recommendation:Extend Low Value Purchase Cards throughout the county.

Quadrant 2 – High relative spend – easy to secure supply
The categories in this quadrant are goods and services which are high value and easy to acquire. These goods are in common use across the organisation but are not critical. There are a relatively high number of transactions, but their higher value provides an opportunity to drive down costs. Some categories in this quadrant refer to expenditure for which there is only one supplier or a very limited number of suppliers. While normally this category would afford the organisation the opportunity of leveraging its buying power with suppliers, the limited number of suppliers can be restrictive. For example, postage and telecommunication are two categories here which have a very limited number of suppliers. Significant improvement and progress can be made however, by maximising tendering opportunities and potentially aggregating the organisation requirements.  
	High relative expenditure
Low-moderate difficulty of securing supply 
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13

% of total

54.17%

 

 

Expenditure

€6,783,824.00

% of total

33.08%

[image: image6.jpg]Trining,
Minor Cantracts - Trade Services & Other Works
Equipment
Sart Actiyities/Exhibiions
Financisl Charges
Library Books ®Equipment (Hire)
Amanity Grants
Adverticing
brinting
Grants
Equipment - Miscellaneous

iscallansous







	Code

Category

Expenditure

% of total

Risk

Strategic importance to organisation

Impact of supply failure

Complexity of the procurement relationship

Chance of supply failure

Nature of the supply market

EQP-H

Equipment (Hire)

€3,412,503.00

16.64%

Medium

Moderate importance

Moderate

Easy - slightly complex

Low

Slightly favours buyer

Minor

Minor Contracts - Trade Services & Other Works

€1,410,331.00

6.88%

Medium

Low - moderate importance

Low - moderate

Slightly - moderately complex

Low - moderate

Slightly favours supplier

ArtAE

Art Activities/Exhibitions

€434,956.00

2.12%

Medium

Moderate importance

Low - moderate

Easy - slightly complex

Very low

Highly -moderately favourable to supplier

AmGT

Amenity Grants

€344,385.00

1.68%

Medium

Important

Moderate - high

Easy

Very low

Slightly favours buyer

EQP

Equipment

€266,349.00

1.30%

Medium

Low - moderate importance

Low - moderate

Slightly complex

Low - moderate

Slightly favours supplier

TRN

Training

€262,257.00

1.28%

Medium

Moderate importance

Moderate - high

Easy - slightly complex

Low

Slightly - moderately favourable to supplier

Finch

Financial Charges

€119,853.00

0.58%

Medium

Low importance

Low

Easy - slightly complex

Low

Highly favourable to supplier

ADV

Advertising

€110,784.00

0.54%

Medium

Low - moderate importance

Low

Easy - slightly complex

Low

Slightly favours supplier

Grant

Grants

€101,050.00

0.49%

Medium

Moderate importance

Low - moderate

Easy

Very low

Slightly favours supplier

LibBk

Library Books

€88,940.00

0.43%

Medium

Moderate importance

Low - moderate

Easy - slightly complex

Low

Slightly favours buyer

Print

Printing

€82,548.00

0.40%

Medium

Low - moderate importance

Low

Slightly - moderately complex

Low

Slightly favours buyer

MiscE

Equipment - Miscellaneous

€80,631.00

0.39%

Medium

Low importance

Low

Easy - slightly complex

Low - moderate

Slightly favours buyer

Misc

Miscellaneous

€69,237.00

0.34%

Low

Easily substitutable

Very low

Very easy

Very low

Slightly favours buyer




Recommendations:

· Combine all printing & stationery requirements to leverage value for money over a 3 year contract.
· Include works within the Minor contract category with the annual Machinery Hire quotations.
· Discuss with neighbouring Local Authorities the potential for sharing supplies

· Encourage Suppliers to submit monthly invoices where possible in order to reduce transaction costs

· Review the buy versus hire option for replacement machinery and vehicles.

Quadrant 3 – Low relative spend - Difficult to secure supply 
The collective value of goods and services in this quadrant is generally less than 5% and includes items that are relatively low in value, but which can be more difficult to source because there are few potential suppliers or the items are more specialised or complex. Failure to secure the supply of these items could lead to a failure in service provision. Leitrim County Council have not categorised any goods and services within this quadrant.
	Low relative expenditure
High difficulty of securing supply 
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Categories

0

% of total

0.00%

 

 

Expenditure

€0.00

% of total

0.00%
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Quadrant 4 – High relative spend – Difficult to secure supply
This represents the highest level of spend within the organisation at 60.67%. The goods and services tend to be of higher relative value and may be more difficult to source. The failure of supply of any of the goods and services in this category would have extensive repercussions for delivery of service. It is therefore essential to develop strong long term relationship with suppliers and to manage them effectively. Procurement expertise and contract management skills are also crucial in these categories. 
	High relative expenditure
High difficulty of securing supply 

	[image: image9.png]



Categories

10

% of total

41.67%

 

 

Expenditure

€13,711,823.00

% of total

66.86%
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	Code

Category

Expenditure

% of total

Risk

Strategic importance to organisation

Impact of supply failure

Complexity of the procurement relationship
Chance of supply failure

Nature of the supply market

Mat

Materials

€9,849,291.00

48.02%

High

Important

High - very high

Slightly complex

Low

Slightly favours supplier

EGY

Energy

€1,068,984.00

5.21%

High

Very important (critical)
Critical

Easy - slightly complex

Low

Slightly favours supplier

Ins

Insurance

€1,004,623.00

4.90%

High

Important

High

Easy

Low

Highly -moderately favourable to supplier

HLoan

Housing Loan Charges

€751,032.00

3.66%

High

Important

High

Easy

Low
Highly favourable to supplier

Comm

Communication Expenses

€280,047.00

1.37%

High

Important - very important

Very high

Easy

Low

Highly favourable to supplier

IT-S

IT (Software)

€214,835.00

1.05%

Very high

Very important (critical)

Very high

Slightly complex
High

Highly favourable to supplier

LaAcq

Land Acquisition

€176,049.00

0.86%

High

Moderate importance - important

Moderate

Slightly - moderately complex

Moderate

Highly -moderately favourable to supplier

PST

Postage

€152,216.00

0.74%

High

Important

Very high

Easy

Low

Highly -moderately favourable to supplier

LGL

Legal fees

€122,332.00

0.60%

High

Important

Moderate

Slightly complex

Low

Highly -moderately favourable to supplier

CNS

Consultants

€92,414.00

0.45%

Medium

Low - moderate importance

Low

Slightly - moderately complex
Low

Moderately favourable to supplier




	Number Transactions
	Number of Suppliers
	Ave.Value of Transactions
	Highest Value

Transaction
	Lowest Value 

	14,975
	623
	€916
	€438,747
	€1.00


Recommendations
· Expenditure in this quadrant is critical to the supply of services by the local authority. Developing good relationship with suppliers is critical as well as looking for adequate alternatives.

· Extend and develop the use of the LA Quotes system to ensure that value is maximised.

· Promote and develop relationships with Suppliers with a view to implementing electronic invoices

· As a significant customer for energy, look to achieving better value by comparing alternative suppliers.   
· Promote and develop skills relevant to procurement through the organisation so that the local authority can guarantee compliance and improved efficiencies.

Procurement Procedures in Leitrim County Council

The Corporate Procurement Plan forms a critical part of overall procurement procedures in the local authority. It is essential that all staff involved in any way in the procurement of goods and services on behalf of the local authority are familiar with this plan. In order to achieve this it will be necessary to promote and train staff in the details of the CPP as well as revised procurement procedures.
There are certain basic principles associated with the procurement of goods and services which should ensure that value for money is being achieved. These princlples are:

· Financial Resources :The procurement of goods and services is subject at all times to the availability of financial resources

· Accountability: Budget holders are responsible for the approval of expenditure of their own budgets.

· Transparency: There must be a clear audit trail which demonstrates value for money and that procedures were followed.

· Statutory Compliance: All necessary Tax and Health & Safety and other procurement legislation must be complied with.

Procurement Procedure Document in operation in Leitrim County Council including the limits allowed for each grade together with the National and EU thresholds are available to all relevant staff within the local authority.  Details of the national and EU thresholds limits are available on the E Tenders website at www.e-tenders.gov.ie.
Summary and Conclusion

This Corporate Procurement Plan forms part of the overall corporate strategy of Leitrim County Council.   The analysis undertakes and identifies a number of necessary improvements which can be achieved in 2008.
As previously mentioned, this is the first stage of a multi stage process and further work is outstanding.  This work will look at the requirements of centralising all of Leitrim County Council’s procurement process to include capital and revenue spend.  It is imperative that Leitrim County Council review all of it’s requirements to ensure that processes and procedures are adequate to maximise (a) best value for money, 

(b) ensure compliance with National and EU Regulations, (c) ensure consistency in the assessment, application and execution of contract documents,  and (d) knowledge and training within the local authority is adequate and continuously updated. 
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� Queensland Government Procurement tool “Supply Positioning and Risk Evaluation Matrix-


SUPREM”
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