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Dear Colleagues

Invitation to join the National Procurement Service

As Senior leaders across the Welsh public sector we face the challenge of
unprecedented budgetary pressure at a time when public services remain critical
for our more vulnerable citizens.

We spend one third of its budget on external goods and services — some
£4.3billion per year. It is our duty to spend wisely and secure maximum value for
money in its widest sense.

At least 20-30% of what we buy is common across organisations and is bought year
on year. We have had some success from looser forms of collaboration. Now is the
time to go to the next level. The 2010 review ‘Buying Smarter in Tougher Times’
clearly recommended that contracts for this spend should be set up on a ‘Once for
Wales’ basis. This recommendation was endorsed by the Simpson report and a
commitment to progress the business case for a National Procurement Service was
reflected in the Compact. This is a necessary step change and one that was fully
endorsed by the recent McClelland Review.

The National Procurement Service model has delivered significant benefits to other
devolved governments within the United Kingdom. It is a proven approach to
maximising procurement benefits and is a model used in the majority of global
private sector businesses.

We know that our existing procurement capability is stretched. The McClelland
Review points to major weaknesses in certain areas. The recent cross party Inquiry
into ‘Influencing the modernisation of European procurement policy’ calls for us to
address ‘creativity, capability and capacity’. Collaboration need not have a
negative impact on our economy. The McClelland Review shows that stronger
centralised procurement, with a focus on economic value, results in a greater level
of local spend than with uncontrolled maverick buying.

We cannot continue to ignore the need to strengthen our collaboration, to
standardise demand for our common spend areas and to invest in creating
capability that will get the best out of the market. The Business Case for the
creation of an NPS shows that it will deliver better contracts, efficiencies in
process, smarter use of scarce skills, and also the potential for local social and
economic benefits.



The Proposal

1. That a National Procurement Service be established to carry out common
and repetitive spend once for Wales

2. That it has independent cross-sector governance — through an NPS Board
attended by Chief Executives

3.  That it be set up on a ‘category management’ basis — structured so that lead
officers have a good understanding of spend, future demand and the market
and develop appropriate and relevant category sourcing strategies

4.  That investment of £2.4million per annum be made in the NPS — to secure a
savings benefit of £74.8millon over 5 years which is £34million over and
above current arrangements. Sector specific savings projections can be found
in section 13 of the appendix to the Business Case — page 138.

5. That in addition to generating savings the NPS is tasked with developing
opportunities to deliver social and economic benefits

6. That organisations commit to using the NPS for a 5 year period — and fully
using associated contracts other than on an exception basis agreed in
advance of tender and through justification to NPS Board. This is on the
assumption that the NPS is centrally funded directly through WG budget
process until it reaches a point of maturity; estimated in Year 3 (2016/2017)
of operation; at which point it is proposed that the funding model switches
to a self funding rebate from 2017/2018 onwards

7. That local procurement expertise be retained to deliver local spend
categories and to put in place the controls to ensure organisational
compliance with agreed national contracts

8.  That sector based collaboration continues so as to service spend areas unique
to a given sector where collaboration will drive benefit.

Features

« Strategic vehicle for procuring common goods and services for Wales, taking
into account the needs of all sectors.

o Central delivery model with own governance structure with appropriate
representation from all sectors

« Focus on three key aspects of the procurement process — Developing Com-
mon Specifications, Tendering and Contract Management.

« Structured on a category management basis; will seek to leverage the
procurement scale; influence demand management and implementing best
practice approaches.

« Utilises Welsh Public Sector Procurement policy to support best practice.

« Capability to procure as yet unknown new or innovative solutions in support of
public service reform.

o Co-ordinated approach to procurement which seeks to develop the SME
community within Wales.

« Provide effective supplier relationship management through a single route.



Benefits

« Cashable savings achieved through reduced total cost of acquisition for the
common and repetitive spend goods and services, estimated at £75million over
5 years

« Cost avoidance benefits delivered through the simplified procurement and
increased compliance

« Opportunity to be gained by individual stakeholder organisations by redeploying
their scare resources onto higher risk more critical spend areas

« Developing the professionalism and capability of the procurement community in
Wales.

« Positive impact on the Welsh economy
« Easier for suppliers to engage and transact with the Welsh public sector.

Attached to this letter is a copy of the Executive Summary of the Business Case
and the full version plus appendices. Clicking on the paper clip links at the side of
this text will open the attachments. 8 &

We now require a formal commitment from each organisation to join the NPS to
enable the investment decision to be made. | would be grateful if you could
consider the proposal outlined above. While recognising that the delivery plans
and staffing structure of the NPS will be subject to development, you are now
asked to confirm your commitment to sign up to joining the NPS for a five year
period, recognising that this will mean a financial commitment estimated in
2016/2017 in the form of a rebate, and fully committing to using the contracts
that are created by the Service (subject to exceptions agreed by the Procurement
Board).

You will find a pro-forma attached, which | would be grateful if you could duly
sign on behalf of your organisation following your own internal approval process
and forward a copy to the Project Team (rebecca.rees2@wales.gsi.gov.uk) by 14"
December 2012.

Should you require any further information, please don’t hesitate to contact the
Project Team at the email address above. Once again, you will need to click on
the paper clip links to open the attachment.

Regards

TRACEY LEE

Managing Director, Newport City Council

Appended below - NPS: Categories in scope / out of scope
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1 Revision History

Version Date Summary of Changes
0.1 17/07/12 |First Issue
0.2 06/09/12 |Reflect discussion and minutes from Procurement Board; which
focuses primarily on the Executive Summary and Funding
1.0 12/09/12 |Issued as full version — approved by SRO
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3 Purpose of Document

The main purpose of the Business Case is to: revisit the case for change and the preferred way forward
identified in the Options Appraisal Document; establish the option which optimises value for money;
assess affordability; and demonstrate that the proposed scheme is deliverable.
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4 Executive Summary

Introduction

The Efficiency and Innovation Board, chaired by the Minister for Business and Budgets, was set up in early
2010 to provide practical leadership to help the public sector improve public services in the context of
reduced budgets. Its aims were to achieve a step change in operational efficiency and innovation and
transformation in public service design and delivery. The Programme built on the principles first set out in
the Assembly Government'’s public service policy statement ‘Making the Connections' and confirmed in the
Beecham ‘Review of Local Service Delivery™.

A Procurement Board was set up as part of the Programme and commissioned a Procurement Taskforce to
carry out the Category and Capability Review and generate priority ideas and concepts for the Board to
consider. The report ‘Buying Smarter in Tougher Times'’ outlined the conclusions and recommendations of
the Category and Capability Review.

One of four key themes of recommendations that emerged from the issues identified with the report was the
potential for the development of a National Procurement Service which would be responsible for ensuring
common and repetitive commodities were only procured once for Wales. This was also endorsed by Jane
Hutt AM, the then Minister for Business and Budget who said that “common and repetitive spend needs to be
carried out once for Wales. We need to organise our expenditure and develop collective sources of expertise
in high spend areas such as construction, social care, and ICT.”

Following the Welsh Government elections in May 2011, the Efficiency and Innovation Board was replaced
by the Public Service Leadership Group (PSLG) which was established to provide national leadership for
public service reform and collaboration, and to drive the pace of improvement in public services of Wales.

Three national work programmes, each led by a senior public service leader help to drive forward this reform
agenda:

Effective Services for Vulnerable Groups;
Asset Management and Procurement; and
Organisational Development and Simpson Implementation.

This project forms part of the Asset Management and Procurement work programme, chaired by Tracey Lee
(MD Newport City Council).

The Case for Change

With an objective to transform public procurement in Wales through world class collaboration, there is a need
to identify where improvements can be made in the approach to procurement across sectors. “Buying
Smarter in Tougher Times” recognised a number of challenges that are currently facing public sector
procurement and these support the development of a National Procurement Service. The key conclusions
from the report included:-

There is a need for clear leadership and commitment if change is to be adopted, to address barriers
and issues and ensure decisions are made for the greater good of Wales.

There is a need to organise the Welsh public sector spend, so the public sector go to market
effectively and secure value from even stronger collaboration.

There is a need to invest in the capability to drive commercial value, such as improved contract
management and the consistent development of specifications across organisations.

There is a need to rely on technology to reduce transaction processing costs by automating manual
processes, increase commitment and contract usage and use management information to identify

Beecham Review of local Service Delivery, the Welsh Assembly Government — November 2006
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further opportunities for price savings and cost reductions.
The key objectives for the development of a National Procurement Service are therefore as follows:-

to deliver a strategic vehicle for procuring common goods and services once for Wales saving
resources and maximising potential economies of scale;

to improve the quality of procurement for the identified categories to ensure maximum value for
money;

to support the national policy agenda through the effective delivery of procurement best practice;
to ensure the continuous development of public sector procurement skills;

to support the development of a competitive supply base and have a positive impact on the Welsh
economy.

While it is recognised that there has been a significant amount of procurement collaboration across Wales to
date, this has traditionally been focused on leveraging the scale of public sector procurement spend and has
not fully exploited other potential procurement strategies that relate to demand management i.e. the
consideration of what is bought as well as how it is bought. We also do not have a robust vehicle that is has
the right resource and governance to effectively procure ‘once for Wales'.

The development of the National Procurement Service is based on the principle that to achieve the
investment objectives and address the recommendations within “Buying Smarter in Tougher Times”, a step
change is required in the scope of collaborative procurement and how it is undertaken. The strategies
employed need to move beyond only leveraging scale to fully exploit the full potential benefit. These wider
strategic approaches to managing spend and influencing demand are fully aligned to the fundamental
principles of category management. To deliver the benefits using these wider strategies and a category
management approach, there must be recognition that a different skill set and approach to procurement
needs to be employed which is over and above traditional competencies.

Current collaborative strategies primarily focus on securing savings through leveraging scale by going to the
market with a range of needs and on behalf of a group of organisations. To continue with this strategy for the
commodities in scope the cost of resources will be £1.9m which will deliver savings of £30.8m over a five
year period. If additional investment in capacity and capability is made which facilitates a category
management approach to common and repetitive spend categories; focusing on a combination of leveraging
scale; demand management; specification standardisation and development of welsh supply chains, then
£2.4m per annum resource costs (£500k more) will deliver savings of £74.8m over five years. The diagram
below in Figure 4.1 demonstrates the differences between the current “do nothing” environment and the
proposed National Procurement Service.

Figure 4.1 — Current Collaborative Procurement versus a National Procurement Service
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National Procurement Service Category Scope

The scope of the National Procurement Service is a defined set of common categories of goods and services
that are procured across the Welsh public sector. ‘Common and Repetitive’ spend categories have been
defined as those goods and services purchased by multiple sectors each year. These are not necessarily
high value or complex — and by their very nature are often transactional; other categories that fall outside of
these areas will always need to be managed using local and regional sourcing strategies which are outside
of the scope of the National Procurement Service. They represent 23% of total Public Sector Spend.

Figure 4.2 — NPS Category Scope

Subcategories considered

within the scope of a Factors already considered
National Procurement when defining spend in scope
Service

Subcategories | Accessible Accessible
included in NPS spend in NP3
review (Em)

Category

T T Hardware, Consumables, Sofware, Local nature of some supporn services,
SOl Telecoms, Network and Support Relevance of infrasiruciure-based ICT

on

Utilities Blediricity, Gas and Pefroleum Difierent buying behavoir in each Secior

Mainienance Services, Travel, Local nature of some services;

Facilities & Management Services Adverssing and Priniars Outsourcing

Exisience of Vendor Neuiral and

Human Resources Employment agencies and translators Managed Service contracts

Local nature of some services,
Consultancy Business and Technical consuling Oussourcing '

e Managem Vehicle acquisiion, Lease and Hire ~ Managed Service Confracts

Impact on local Suppliers and quality of

food; Local naiure of some services 46%

ng Catering Supplies, Food and Vending

- Local nature of some services;
Legal Services Solicitors Parerships . 62%

Healthcare Medical and Mobiiity Equipment Only applies fo community equipment . 52%

General Materials, Electrical Supplies  Exisience of frameworks in dominant
and Equipment Hire spend area (LG); Specialist supplies
Paper and General Stafonery
Supplies

Construction Materials 48%

Stationery Some spedialist Suppliers 56%
Some specialist Suppliers in Healih and

Educalion seciors 60%

Furniture & Soft Furnishings Office Furniture & Equipment

Postal Services, Couriers and Maiing Significant proportion of spend resulls

Equipment from how organisalions manage mai 60%

Mail Services

Uniforms, Workwear, Protecive and

Clothing Safety Equipment

Some spedialist Suppliers (e.g. Police) 58%
Cleaning & Janitorial Cleaning Materials and Equipment Some specialist products (e.g. Heakh) £5.7 55%
Audio-visual Equipment & Supplies  TBC £4.3 50%

TOTALS

‘Common and Repetitive’ spend categories include commodities such as stationery, office furniture, travel, IT
hardware and software, postal services and cleaning materials etc and were agreed at Procurement Board
on 9" December 2011. They do not include products or services such as: social care; construction; waste
management or specialist clinical goods and services.

Category Management

It is recommended that the NPS is based on a category management approach where goods and services
are organised into distinct groupings based on their related supply markets. Procurement professionals are
then allocated to the defined categories and the staff are therefore focused on a particular supply market and
become experts in that category area. CIPS (Chartered Institute of Purchasing & Supply) define category
management as “the entire science of the procurement subject applied to a single genre of expenditure”.

The category management approach needs to incorporate developing a thorough understanding of spend
and future demand, and the market, and developing relevant category sourcing strategies based on the
understanding, implementing the strategies and then ensuring effective supplier performance management.
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National Procurement Service Operating Principles

There are a number of critical operating principles that the operating model will need to be built upon to
ensure that the delivery of the National Procurement Service can be effectively achieved. These operating
principles have been reviewed by the Procurement Board, the NPS Project Team and Task & Finish Group to
ensure stakeholder input.

The NPS will be a strategic vehicle for procuring common goods and services for Wales, taking into
account the needs of all sectors;

The NPS will focus on three key aspects of the procurement process — Developing Common
Specifications, Tendering and Contract Management;

The NPS will be structured on a category management basis;

The NPS will seek to leverage the procurement scale of the Welsh public sector, but also focus on
influencing demand management and implementing best practice approaches;

The NPS will seek to develop strategies that will have a positive impact on the Welsh economy;

The NPS will utilise Welsh Public Sector Procurement policy to support best practice implementation
(Ministers policy priorities will be adopted by the NPS), seek to adopt one standard procurement
process and utilise technology to support processes and systems;

Commitment to the NPS will be for an agreed period (3-5 years being considered) with a notice
period;

During this period the NPS will require stakeholders to fully commit to using the contracts that are
created by the Service, this would need to be supported by Chief Executives and mandated to their
Heads of Service and Service Leads. Any opt out provision would be in advance of tender processes
commencing.

The Procurement Board reiterated on 9" May 2012 that stakeholders should recognise that commitment to
the NPS would be for an agreed period and once the commitment was made that stakeholders must remain
part of the Service. It was recognised that some contracts may not be appropriate but this should be by
exception and members must use as much of the Service as possible to support its success and not dilute
the benefits for other members through picking and choosing contracts.

Development of Options

A series of workshops were held to develop the long list of options for the National Procurement Service.
Workshop attendees were asked to consider the range of options between the two extremes of doing nothing
through to outsourcing the required service to a private sector service provider.

The options identified were as follows:-
Option 1 - Do Nothing
Option 2 — Utilise Existing Structures & Consortia
Option 3 — Utilise Existing Structures & Consortia with Additional Central Resources
Option 4 — Revise Existing Structures & Consortia for Regional Delivery
Option 5 — Hosted Operation
Option 6 — Welsh Government Service (building on the work of Value Wales)
Option 7 — Standalone Public Sector Organisation (Joint Venture)
Option 8 — Outsource to Third Party

The Short List
The recommended shortlist of options included in the options analysis stage are as follows:-
Build on Existing Consortia & Structures — this includes two delivery options:

Networked Delivery Model - achieved via a virtual model utilising existing structures &
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network of consortia, a National Contract Plan agreed by NPS Board & delivered by existing
consortia who take responsibility for delivery of an agreed set of contracts and procure on
behalf of all sectors.

Central Delivery Model® - Value Wales would take responsibility for the delivery of the NPS
and would oversee the day to day management of the NPS. Staff would be employed by
Value Wales to deliver the agreed plan and the NPS would be separate to Value Wales
internal procurement.

Hosted Operation® — by a nominated public sector organisation - a host public sector organisation
would take responsibility for the delivery of the NPS and oversee the day to day management of the
NPS. Staff would be employed by the public sector organisation to deliver the agreed plan and
would be separate to the public sector organisation's internal procurement.

Standalone Organisation - Public Sector Joint Venture - Sectors collaborate to form a new joint
venture (JV) organisation. The JV would be a new legal entity and create contracts on behalf of
members. Staff would be employed by JV and undertake all aspects of service delivery.

It should be noted that the Do Nothing option (Option 1) forms part of short list options process and will be
used as the baseline to compare the potential benefits of the other options in comparison to the current as is
structure and associated costs. It was identified by the Procurement Board that Do Nothing would only be a
viable option if there were no benefits identified through the other options.

Preferred Option for National Procurement Service

The Procurement Board recommend a Central Delivery model to deliver the National Procurement Service.
The delivery model is based on the premise that the NPS will have independence from the chosen host
organisation's own operation as the Service will have its own discreet governance structure with appropriate
representation from all sectors. The NPS will be responsible to the NPS Board and will operate as an
independent entity governed through its own leadership and operational structure, with the host organisation
providing the required facilities, employment and professional mentoring for the NPS.

At Procurement Board there was full consensus that this option would be the best way to deliver the
envisaged benefits and would be the option most likely to meet the PSLG ambition for greater benefits. It is
expected that the NPS would be fully adopted by Local Authorities and the NHS with other sectors making
maximum appropriate use of its services. The consensus of the Economic Impact Assessment Group was
that while there are some risks in the collaborative procurement actions of the proposed NPS, these are
outweighed by the opportunities both within and outside the scope of the NPS. Both risks and opportunities
can be effectively managed if current SME friendly policies and Welsh Government best practice
procurement policy, provided through Value Wales guidance, is applied.

The Board also recommend that some initial work should be put in train to support the preferred operating
model, facilitating the early delivery of the identified benefits and thereby strengthening the evidence. This
work would improve timely implementation of the preferred model.

Benefits

The benefits of the National Procurement Service will fall into a number of categories from tangible cash
releasing savings from the implementation and use of national contracts through to more qualitative benefits
gained from developing more innovative contracts across sectors.

The approach to determining the potential benefits from a National Procurement Service has included:

» Drawing upon the expertise of a Procurement Leaders Task Force (PLTF) to develop an approach
and model for identifying savings. The model developed uses a number of factors to ensure that

2 1tis recognised that if the Hosted option were to be delivered by Value Wales then this would be the same as the Central Delivery
Model within Building on Existing Consortia & Structures.

“ltis recognised that if the Hosted option were to be delivered by Value Wales then this would be the same as the Central Delivery
Model within Building on Existing Consortia & Structures.
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savings identified have a clear rationale, are incremental, achievable and consider Sector-
specific constraints. By using a series of factors that influence the resulting savings, a clear
understanding of the rationale behind the saving is obtained.

» Undertaking a series of cross sector workshops; facilitated by Ray Legge (Spike Cavell) , with
procurement professionals and service leads to populate the model to determine achievable savings

It is important to note that identified savings will only be realised through the combined commitment of
individual organisations and their ability to ensure effective and consistent compliance to the contracts that
are created through the National Service. This commitment will require leadership from senior stakeholders
across the Welsh public sector to ensure effective buy-in to the National Service.

A summary of the potential benefits are as follows:-

» Cashable savings will be achieved through a reduced total cost of acquisition for the common and
repetitive spend goods and services. This will be achieved through leveraging the scale and
combined buying power of the Welsh public sector and standardising specifications across users.
Based on implementing the procurement strategies identified, the potential for incremental annual
savings ranges between £9.2m and £24.6m across the Welsh public sector or £74.8m over 5 years
with a NPV of 3.5% applied.

» Cost avoidance benefits will also be delivered through the simplified procurement arrangements for
common and repetitive spend items and the increased compliance through the use of national
contracts.

» There are potential savings in relation to resource efficiencies, and there could be potential
opportunity to be gained by individual stakeholder organisations by redeploying their scare resources
onto other critical spend areas. However, this is a decision that must be made at local level and any
savings achieved from this will be recognised locally. Whilst the resource cost of establishing a NPS
is £2.4m; there is an existing resource cost of sourcing Common and Repetitive spend categories of
£1.9m. Whilst there is a net difference of £0.5m between the current “do nothing” environment and
the proposed NPS, it would be a local decision on how the current £1.9m resource is used. It is not
within the gift of the business case to ‘bank’ the £1.9m but this would need to be considered at a
local level when considering the investment decision. In his recent review, * Maximising the effect of
Welsh procurement policy’, John McClelland makes it clear that there is an overall deficit in
procurement capacity both at a local and collaborative level.

» There will also be further qualitative benefits, which include:-

» driving innovative and intelligent procurement activity for the benefit of end users and ultimately
the citizens of Wales;

» the positive impact that co-ordinated and common procurement could have on the Welsh
economy and the development of the SME community within Wales;

= the ability to provide effective supplier relationship management through a single route. This
would include supplier development and influencing the market structure to leverage further
opportunities for the users of a National Procurement Service;

= supporting and further developing the professionalism and capability of the procurement
community in Wales. This includes leveraging and sharing the existing knowledge and expertise
across sectors.

» Having a ready strategic vehicle to act on behalf of the Welsh public sector to procure as yet
unknown new or innovative solutions in support of public service reform.
Financial case

In developing the cost/benefit model, both low and high savings projections were considered (£9.2m low
savings; £24.6m high savings). Assuming high resource costs, the NPS is projected to return a positive
cumulative NPV in Year 1 (high savings) and Year 2 (low savings).
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Financial Strategy:

= The NPS is centrally funded directly through WG budget process until it reaches a point of maturity;
estimated in Year 3 of operation; at which point it is proposed that the funding switches to a self
funding rebate model (as per the Scottish model and GPS).

0152016 : 20162017 @ 20172018 201

Figure 4.3 — NPS Cost Benefit Analysis
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£000s £000s £000s £000s £000s £000s
Total Cost of Hosted Option 1,582 2368 2,368 2368 2 368 2,368
Cash Savings o 2087 13177 16,902 16,5902 15,902
Deficit/Surplus -1 582 519 10,809 14 534 14 534 14 534
MP (3.5% -1 682 558 10,091 13,108 12 BB 12,238

The Procurement Board recognised that whilst the cost of establishing a NPS was £2.4m; that there is an
existing resource cost of sourcing Common and Repetitive spend categories of £1.9m. Whilst there is a net
difference of £0.5m between the current “do nothing” environment and the proposed NPS, it would be a local
decision on where the £1.9m is invested. It was agreed that it was not within the gift of the business case to
‘bank’ the £1.9m but that this would need to be considered at a local level when considering the investment
decision.

Expressions of Interest to Host the NPS

Whilst the preferred operating model for the NPS is that of Central Delivery, the ‘host’ organisation has not
been confirmed at this point. It was agreed at Procurement Board on 9" May 2012, that an Expression of
Interest (EOI) process to identify the host organisation, run in parallel with the consultation exercise on the
Business Case.

Interested organisations will have six weeks to compile their response which will be reviewed by an
independent evaluation panel, chaired by the SRO, Tracey Lee. Panel members forming the
recommendation to Procurement Board consist of procurement professional across the wider public sector
and include: Claire Russell (NQC Consulting); Alastair Merrill/Paul McNulty (Procurement Scotland), Des
Armstrong (Procurement Ireland) and a representative from Welsh Government; Local Government and NHS
to be confirmed.

This panel will also include ‘observers’ who will be nominated from the largest sectors (by spend) to ensure
that the decision making process is a fair, transparent and rigorous process. Steve Thomas (WLGA) will
represent Local Government; (TBC) will represent NHS and Martin Sollis will represent Welsh Government.

Review of the submissions will be supported by a presentation by the respondees before a decision is made
by the end of December 2012. The outcome of the process will be communicated after consultation has
closed on the Business Case.

Management Arrangements

The ongoing stages of the project and their related milestones are indicated below:
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Figure 4.4 — Proposed workstreams and outputs

VWorkstream Outcome

= Consultation completed

= Final Business case approved
= Host confirmed

= Funding confirmed
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completion
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Quick Wins = Generating benefits from demand
J\> management and standard specifications
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= Project Team appointed
Buikd = Head of NPS appointed

= NPS Structure in place and populated
= Operating principles and process agreed

= NPS live

= Category Management implemented
= Engagement of supply chain

= Contracting

Implementation
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Stage Timescales

Consultation and Complete Business Case October 2012 — March 2013
Preparation and Quick Wins July 2012 — onwards

Build April 2013 — October 2013
Implementation/Go Live November 2013

Project Delivery

The ongoing governance model is dynamic in nature as each stage of the project will require a
slightly different governance model. In summary, the existing governance arrangements for the
Project will continue until the point at which the Service is ready to ‘go live’ at Implementation
stage; whereupon the National Procurement Service Board will be established to exercise
governance over the operations of the National Procurement Service (regardless of operational
approach).

Figure 4.5 — Project Governance Model
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Procurement Board Recommendation

a) Organisations sign up to using the NPS for a period of 5 years. This is on the assumption that the
NPS is centrally funded directly by WG until it reaches a point of maturity; estimated in Year 3
(2016/2017) of operation; at which point it is proposed that the funding switches to a self funding rebate
from 2017/2018 onwards;

b) In signing up to using the NPS; organisations embrace an agreed management information
approach; where transparency and a robust category management culture drive optimum benefits
across the scope of the service;

¢) During this period organisations will fully commit to using the contracts that are created by the
Service. Any opt out provision would be by exception and justified to the NPS Board in advance of the
tender processes commencing as to ensure its success and not dilute the benefits for other members
through picking and choosing contracts. The NPS will reserve the right to exclude an organisation who
makes excessive use of this exception clause;

d) Whilst the Business Case will be revised to reflect the outputs of the consultation process; it will not be
reissued for approval on the basis that the service is able to generate benefits in excess of its costs.
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5 The Strategic Case

The Vision of a National Procurement Service

The Efficiency and Innovation Board, chaired by the then Minister for Business and Budgets, was set up in
early 2010 to provide practical leadership to help the public sector improve public services in the context of
reduced budgets. Its aims were to achieve a step change in:

operational efficiency: through cost reduction, focusing resource on front-line services;

innovation and transformation in public service design and delivery: to achieve more preventative,
and sustainable services that achieve better social, environmental and economic outcomes for
citizens and communities.

The Board Members included public service leaders and social partners. The Programme built on the
principles first set out in the Assembly Government’s public service policy statement ‘Making the
Connections' and confirmed in the Beecham ‘Review of Local Service Delivery”. It continued to place the
citizen at the centre of public services, focused on collaboration rather than competition, emphasised the
importance of engaging the workforce and citizens, and promoted social justice and equality. It also
dovetailed with ‘Economic Renewal - A New Direction’ the policy through which Assembly Government seeks
to regenerate the economy in Wales.

The Programme consisted of six strands (Procurement, ICT, Asset Management, Workforce, Business
Transformation, and New Service Models) supported by an overall enabling approach to Leadership and
Communications. The procurement workstream was closely inter-linked with the others.

Dr. Mohammed Mehmet CEO Denbighshire Council was the nominated Chair for the Procurement
workstream. In early 2010 the Efficiency and Innovation (E&I) Board agreed to three workstream priorities:

National Sourcing Strategy — increased uptake through an adopt or justify approach with a target
spend for collaboration and greater standardisation.

xchangewales — accelerating use of ICT as an enabler with increased uptake of a standard finance
and e-procurement system.

Category and Capability review — wide reaching review of procurement across Wales to identify the
resources, skills and behaviours necessary to transform procurement and commissioning within core
services including Social Care, Construction, Housing, Waste, Education, Medical and Transport.

Dr Mohammed Mehmet then set up the Procurement Board and commissioned a Procurement Taskforce (6
month task and finish group) to carry out the Category and Capability Review and generate priority ideas and
concepts for the Board to consider. The Taskforce developed the following vision for the future of
procurement in Wales which was endorsed by the E&I Procurement Board:-

“We will transform public procurement in Wales to world class collaboration, leading changes which improve
public services and drive economic renewal. Through practical leadership we will harness professional skills
and technology to make a lasting and substantial step change in Welsh public sector procurement”.

The Review was conducted in the context of this vision. The report ‘Buying Smarter in Tougher Times’
outlined the conclusions and recommendations of the Category and Capability Review. Four key themes of
recommendations emerged from the issues identified with the report. These are as follows:

Governance — leadership on standard specifications

Policy, Process & Technology — investment in technology, standard documentation and capability
development

National Procurement Service — common and repetitive spend done once for Wales®

Beecham Review of local Service Delivery, the Welsh Assembly Government — November 2006

2 The vision is for common and repetitive spend to be undertaken once for Wales. It should be recognised that this may mean that spend is managed in a co-ordinated way by
the NPS but sectoral differences etc. mean that more than one procurement exercise may need to be undertaken by the NPS.
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Category Management - procurement expertise for high spend categories

The recommendations outlined in the areas above, as described in the report, were endorsed by the E&lI
Board on 16th February and the Board asked that the workstream take forward the recommendations.

In her Written Statement on 18" February 2011, Jane Hutt, the then Minister for Business and Budget said
that “common and repetitive spend needs to be carried out once for Wales. We need to organise our
expenditure and develop collective sources of expertise in high spend areas such as construction, social
care, and ICT.”

Delivering Leadership and Driving the Pace of Improvement

Following the Welsh Government elections in May 2011, the Efficiency and Innovation Board was replaced
by the Public Service Leadership Group (PSLG) which was established to provide national leadership for
public service reform and collaboration, and to drive the pace of improvement in public services of Wales.
The Group is chaired by the Minister for Local Government and Communities, and its key responsibilities
are:

ensuring coherence in the implementation of overall public service reform agenda in Wales, including
oversight of the implementation of the Compact and building coherence with the reforms in
education, social services, health and other areas;

sponsorship and mandating of national action to improve the effectiveness and efficiency of public
services; and;

the development of effective regional leadership for collaboration, building on existing regional
leadership structures and the Welsh Government’s geographical footprint for regional collaboration.

Three national work programmes, each led by a senior public service leader will help to drive forward this
agenda:

Effective Services for Vulnerable Groups;
Asset Management and Procurement; and
Organisational Development and Simpson Implementation.

This will be complemented by a focus on establishing strong leadership for collaboration at a regional level.
The basis for this will be the Welsh Government'’s footprint for regional collaboration and coherence, which
set out six specific areas: North Wales; Mid & West Wales; Gwent; Cardiff & Vale; Cwm Taf; and Swansea
Bay. The regional collaboration leaders will have a key role, alongside the national Organisational
Development and Simpson Implementation work programme, to drive delivery of the Compact at a regional
level.

Aim of the National Procurement Service

The project aim (which was developed and agreed in December 2010), as identified in Buying Smarter in
Tougher Times, is to develop a shared service model for procurement across the Welsh public sector which
will address the following recommendations noted in the report:

1. To achieve efficiencies, the public sector needs to identify common and repetitive spend and then
buy as one through a shared service model.

As an indicator between 20-30% of public sector expenditure should be through a shared service.

The tendering, catalogue and contract management for common and repetitive spend needs to be
delegated to one shared service for Wales and all organisations should commit to using these
contracts.

4. In the meantime, where existing collaborative contracts are in place, they should be adopted by all,
unless a formal exemption is agreed with the contract owner.

5. Establishing a shared service model will mean that changes to existing structures will be required
and movement of staff may take place. Value Wales should co-ordinate the work to progress this
recommendation and develop a detailed proposal.
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6 The Case for Change

Investment Objectives

“We will transform public procurement in Wales to world class collaboration, leading changes which improve
public services and drive economic renewal. Through practical leadership we will harness professional skills
and technology to make a lasting and substantial step change in Welsh public sector procurement”. Buying
Smarter in Tougher Times

Achievement of this vision as detailed within Buying Smarter in Tougher Times would mean that the Welsh
public sector will:-

realise optimum savings;
drive efficient standard processes;
remove duplication and wasteful practices;
support innovative and intelligent commissioning;
encourage a strong and vibrant supply base in Wales, and;
achieve long term benefit for the citizens of Wales.

The investment objectives for this project are therefore as follows:

to deliver a strategic vehicle for procuring common goods and services once for Wales saving
resources and maximising potential economies of scale;

to improve the quality of procurement for the identified categories to ensure maximum value for
money;

to support the national policy agenda through the effective delivery of procurement best practice;
to ensure the continuous development of public sector procurement skills;

to support the development of a competitive supply base and have a positive impact on the Welsh
economy.

Existing Arrangements

Overview of Current Procurement Landscape

The current procurement landscape within Wales differs between sectors both in terms of structure, capacity
and capability. All sectors have experience of working in collaboration either within sector, across sector and
also on a national basis. A baseline activity has been undertaken to understand the resources that are
currently being utilised across the Welsh public sector to deliver key categories of spend and the outputs of
this work have been utilised to understand the total costs.

It should be recognised therefore that work has already been undertaken within Wales to develop and
promote collaborative working and Wales is not a green field site. Any future National Service needs to take
into account the existing structures and these need to be considered in the development of a new Service.

A summary of the key sectors and their current structure and use of collaboration is detailed below.

Further details on resources and costs are provided in Section 8.2 which covers the Baseline — Do Nothing
option with this options appraisal document.

Local Government

There are two main consortia within this sector which cover all local authorities across Wales. These are the
WPC (Welsh Purchasing Consortium) which represents 16 organisations across south, west and central
Wales, and the NWPP (North Wales Procurement Partnership) which represents authorities in the north of
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Wales.

These consortia act on behalf of their members and procure related sector based goods and services. The
WPC is structured with a small central management team and the work is undertaken on a reciprocal basis
by the procurement teams within the member authorities.

The NWPP has a team of category managers and procures goods and services on behalf of it's members.
Regional procurement is currently under review in North Wales. Capita have been engaged to develop a
detailed business case for presentation to Chief Executives in December 2011. It is envisaged that the
existing NWPP is likely to contribute to the proposed regional solution.

NHS

The NHS created a Shared Services function on the 1st April 2011 and this includes Procurement Services.
The scope of the service incorporates Sourcing, Purchasing, Supply Chain, Capital expenditure and the
Accounts Payable function. The service will become hosted by the Velindre NHS Trust on the 1st June
2012.

The current structure includes a Professional team located within the respective Health Boards and Trusts
whose focus is to support the local strategic agenda and who are complimented by buyers and local
sourcing teams. A central sourcing team organised on a commodity basis provides a range of contracts for
goods and services across Wales. The Supply Chain operates on a regional basis with three stores
supplemented by a number of local stores and Receipt and Distribution locations. Accounts payable also
operates across a humber of locations across Wales.

Education (Higher/Further)

There are a number of key consortia within the Higher and Further Education sector that currently provide
collaborative contracts on behalf of its members — these are WFEPC and HEPCW.

The WFEPC (Welsh Further Education Purchasing Consortium) was formed in 1999 and comprises of all 20
colleges and institutions within the Welsh FE sector, which have a combined influenceable annual
expenditure of around £115m. The WFEPC acts on behalf of its members in securing savings through its
frameworks, many of which are managed via its Contract Managers group which comprises of college
procurement professionals. Savings achieved for WFEPC members via collaborative frameworks were in
excess of £3m for 2010/11.

HEPCW (Higher Education Purchasing Consortium, Wales) comprises 11 HE institutions and 1 FE College in
Wales. Collectively its members spend an estimated £230M per annum on those goods and services which
can be directly influenced by the Procurement functions. The sector has a mature collaborative procurement
and in 2010/11, HEPCW members had access to 54 commodity agreements via 356 suppliers which are
available to the sector. Members’ expenditure through these arrangements totalled £38.8M, delivering
savings of £4.9M. Of total HE spend, 32% is spent collaboratively, this is due to the high levels of
engagement with National, Inter- Regional and local collaborative agreements.

Both WFEPC and HEPCW participate in collaborative activities, both within Wales, via involvement in Value
Wales (VW) initiatives and on a national basis with its counterpart UK FE/HE consortia.

Police

The Police Forces within Wales utilise a range of collaborative arrangements both nationally through Value
Wales and also through regional/local collaboration such as the South Wales police forces. Where
appropriate UK based contracts/consortia will be utilised such as through NPIA and other consortia such as
Pro5. The Police also have experience of collaboration with the Welsh Purchasing Consortium.

Fire & Rescue

Fire and Rescue organisations within Wales utilise a range of collaborative arrangements both nationally
through Value Wales and also through UK based consortia where appropriate.
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Agencies

Agencies within Wales utilise Value Wales contracts as appropriate.

Welsh Government

Through Value Wales, the Welsh Government provides collaborative agreements and a national sourcing
strategy and implementation programme. The Value Wales procurement resource has both an internal Welsh
Government focus through its Corporate Procurement Services and also an external collaborative
procurement focus through its VM Collaborative Procurement team. The delivery of the collaborative all
Wales contracts is achieved through utilising Value Wales resources and also the procurement capability and
expertise of sector based consortia and individual public sector organisations.

Existing Collaborative Programmes

Further details of the existing collaborative programmes across Wales can be found in Appendix 1.

Wider Procurement Improvement Projects

In addition to the National Procurement Service Project, there are a number of other procurement initiatives
that are being undertaken across Wales that could support the NPS both from a standardised process
perspective, but also potentially provide future resources to support it's implementation.

A brief overview of the projects and how they could support the NPS is detailed below:-

Xchangewales /xFutures Programme - The Value Wales xchangewales programme is designed to
facilitate and stimulate collaboration across the Welsh public sector by delivering a portfolio of
eProcurement tools and services. Adoption of these tools delivers efficiencies and lowers the cost of
doing business for both buyers and their suppliers. The programme is on target to achieve over
£70million of measured benefits during its five year lifespan, which can be redeployed into front-line
services by the individual public sector organisation. Since its inception in 2008, £59million of
measured benefit has been achieved.

Top 50 Suppliers Project - The Finance Minister has agreed to take a leading role in dialogue with an
initial ten common suppliers — to examine ways to reduce the cost of acquisition. Meetings will take
place during mid 2012.

Terms & Conditions Project - Moving to common terms and conditions of contract will simplify
procurement processes, make it easier for organisations to collaborate and make it easier for SMEs
to do business with the Welsh public sector. A gap analysis illustrating areas of
commonality/difference in current documentation has been completed and these details have been
submitted to the Collaborative Procurement and Policy Steering Group (CPPSG), representing
procurement professionals, to provide feedback.

Procurement Indicators Project.

Home-grown Talent Project - This ESF funded project is about developing procurement skills and
capability. A cohort of twelve students are out on placements supporting delivery of collaborative
projects across Wales, and a further twelve will be seconded from the Welsh public sector by
Summer 2012. The trainees are excellent additional resource for the present and will provide the
potential procurement leaders of the future. Any projects supported must include the delivery of
benefit to convergence areas.

Business Needs

With an objective to transform public procurement in Wales through world class collaboration, there is a need
to identify where improvements can be made in the approach to procurement across sectors. “Buying
Smarter in Tougher Times” recognised a number of challenges that are currently facing public sector
procurement and these support the development of a National Procurement Service.

The challenges include the following areas:-

Lack of procurement influence at senior management/board level,
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Differing levels of capability in drafting specifications, managing procurement processes and on-
going contract management;

Inconsistent procurement processes and documentation across organisations;

Limited strategic supplier relationship management being undertaken;

Reduced value for money due to inability of stakeholders to compromise on requirements;

Lengthy time scales for collaboration due to stakeholder inflexibility;

No common savings methodology to support the consistent monitoring of achievements.
The key conclusions highlighted in “Buying Smarter in Tougher Times” included:-

There is a need for clear Leadership and commitment if change is to be adopted — there needs to
be a strategic re-organisation to capability and support from all Chief Executive Officers (CEOSs) to
make standardisation of product/service and process happen. Changes in behaviour at all levels, will
only come from real leadership to address barriers and issues and ensure decisions are made for
the greater good of Wales.

There is a need to Organise our spend — so the public sector go to market effectively and secure
value from even stronger collaboration.

There is a need to Invest in the capability to drive commercial value — such as improved contract
management and the consistent development of specifications across organisations.

There is a need to rely on technology to reduce transaction processing costs by automating
manual processes, increase commitment and contract usage to improve prices at point of purchase
and use management information to identify further opportunities for price savings and cost
reductions.

The key areas to be addressed as part of the development of a National Procurement Service therefore
include Governance (including leadership and commitment), Structure & Process (including how to
organise our spend and rely on technology) and developing the right resource profile (to invest in the
capability).

There is also a great opportunity to utilise the National Procurement Service as a strategic vehicle to support
inward investment/distribution. The NPS could become the home for key projects such as PSBA, NGB and
Ffynnon which currently have to be developed, managed and delivered as separate projects.

Potential Business Scope and Key Service Requirements

National Procurement Service Scope

While it is recognised that there has been a significant amount of procurement collaboration across Wales to
date, this has traditionally been focused on leveraging the scale of public sector procurement spend and has
not fully exploited other potential procurement strategies that relate to demand management etc.

The development of the National Procurement Service is based the principle that to achieve the investment
objectives and address the business needs detailed earlier in this section that a step change is required in
the scope of collaborative procurement and how it is undertaken. The strategies employed need to move
beyond only leveraging scale to fully exploit any potential benefits. This wider strategic approach to
managing spend and influencing demand is fully aligned to the fundamental principles of category
management. To deliver the benefits using these wider strategies and a category management approach,
there must be recognition that a different skill set and approach to procurement needs to be employed which
is over and above the traditional competencies.

Details of the proposed procurement strategies/themes that the National Procurement Service will address
are included in Section 6.4.3 below.

Key Operating Principles

Prior to detailing any of the operational models which could deliver a National Procurement Service, there
are a number of critical operating principles that any option needs to be built upon to ensure that the delivery
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of the National Procurement Service can be effectively achieved. These operating principles have been
reviewed by the Procurement Board, the NPS Project Team and Task & Finish Group to ensure stakeholder
input.

1. The NPS will be a strategic vehicle for procuring common goods and services for Wales, taking into
account the needs of all sectors;

2. The NPS will focus on three key aspects of the procurement process — Developing Common
Specifications, Tendering and Contract Management;

The NPS will be structured on a category management basis;

The NPS will seek to leverage the procurement scale of the Welsh public sector, but also focus on
influencing demand management and implementing best practice approaches;

The NPS will seek to develop strategies that will have a positive impact on the Welsh economy;

The NPS will utilise Welsh Public Sector Procurement policy to support best practice implementation
(Ministers policy priorities will be adopted by the NPS), seek to adopt one standard procurement
process and utilise technology to support processes and systems;

7. Commitment to the NPS will be for an agreed period (3-5 years being considered) with a notice
period;

8. During this period the NPS will require stakeholders to fully commit to using the contracts that are
created by the Service, this would need to be supported by Chief Executives and mandated to their
Heads of Service and Service Leads. Any opt out provision would be in advance of tender processes
commencing.

The extent to which these principles can be delivered through the different operating modules will be
considered further within this document. The principles are also considered as part of the assessment of
each option against the critical success factors to identify a preferred option. The critical success factors are
detailed in Section 7.3.

National Procurement Service Procurement Strategies

An important area to highlight as part of this business scope section are the procurement strategies that will
need to be implemented by the National Procurement Service to achieve the required objectives, and how
this will impact both the skill set of the procurement resources but also the governance and commitment
required from stakeholders.

The savings potential through central management of common and repetitive spend categories has been
considered from four perspectives (themes) and there are a number of suggested levers that can be used
within these themes to deliver the savings.

The strategies/themes detailed below align with the principles of category management which recognise that
through managing a category of goods or services in a strategic manner, a more sophisticated approach to
achieving benefits over and above exploiting buying power through levering scale can be achieved. The
requirement for dedicated and experienced category management resources and skills will be critical to the
successful achievement of the required benefits.

An example of category management in action in Neath Port Talbot is the review of SEN transport which took
an alternative approach to seeking to reduce costs and delivering best value for citizens. As opposed to
tendering the existing contracts to reduce costs, the review team challenged the original assumptions about
the best form of travel. By working with parents and children to understand their needs, the optimum solution
was developed. In one case, the best solution was to travel on a bus to build up the child’s social skills and
develop their independence. By challenging the commissioning decisions and doing the right thing, the full
cost of the transport has been saved as there were spare bus seats available.

The Themes that have been identified as being required within the NPS along with the levers that could be
implemented are as follows:-

Theme 1: Leverage our Scale

Description: exploiting the buying power of the Welsh public sector, and taking advantage of
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scale to shape the market to drive innovative solutions to common requirements.

Levers:

Price negotiation through volume leverage — obtaining better pricing for enhanced
commitment.

Consolidate requirements at tender stage — bringing together Welsh public sector
requirements as one to eliminate inefficiencies for both the Welsh public sector and
its suppliers.

Shape the market — using the advantage of the Welsh public sector buying power to
encourage the market to develop new solutions.

Theme 2: Managing demand

Description: ensuring that consumption is based on business need: fit for purpose, with
payments linked to results.

Levers:

Theme 3: Best

Standardise specifications (and contract end dates) — minimising / eliminating waste
from specifications to enable needs to be met at a lower cost.

Reduce use / consumption — ensuring we buy only what we need.

Functional, outcomes-based specifications — ensuring outcomes reflect business
needs, rather than working to contractual constraints.

Practice

Description: implementation and coordination of best practice approaches to category
management across all sectors in the Welsh public sector

Levers:

Configuration of requirements and use of technology — coordinating requirements
across the Welsh public sector to reflect best practice, using technology to facilitate
where appropriate.

Selective risk assessment and mitigation — providing focus at a national level to
address specific concerns within the supply chain, and minimising / mitigating risk.

Scope of supply and Make vs. Buy optimisation — working with the Welsh public
sector and its suppliers to identify opportunities to deliver products and services at
lowest possible cost.

Theme 4: Welsh Supply Chain Development

Description: Proactive engagement with Welsh suppliers, the development of the tier 2 and 3
supply chain and intelligent procurement approaches to avoid disadvantaging smaller
businesses.

Levers:
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Centralised Contract Management and single point-of-contact SRM — reducing
barriers to working with the Welsh public sector and removing costly duplication of
effort.

Marketing procurement requirements to potential suppliers and providing support —
ensuring that all businesses are aware of potential opportunities, and encouraged to
respond.

Partnering / shared or part funding with Private Sector — identifying opportunities to
collaborate with the Private Sector — for example, sharing facilities.
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Category Coverage

A significant amount of work has been undertaken by the National Procurement Service Project Teams to
identify the products and services that would form the basis of the categories to be delivered by a National
Service. The Project Teams have been focused on identifying areas of common and repetitive spend that
could be procured cross-Sector on a national basis. The group has also assessed the scale of savings that
could be achieved through the implementation of joined up and cross-Sector procurement strategies and
considered the potential impact to Welsh local and national economy should the outline strategies defined be
implemented.

‘Common and Repetitive’ spend categories have been defined as those goods and services purchased by
multiple sectors each year. These are not necessarily high value or complex — and by their very nature are
often transactional; other categories that fall outside of these areas will always need to be managed using
local and regional sourcing strategies which are outside of the scope of the National Procurement Service.

Within the scope of this review, £4.1bn per annum is spent by the Welsh public sector on externally procured
goods and services®. Around £967m (23%), has been highlighted as being potentially within the scope of a
NPS, although only 54% is deemed to be accessible using the purchasing strategies identified to date. For
example, legal services spend is included within the in-scope areas, however sector specific requirements
for solicitors such as planning and health legal advice are not included, but common repetitive spend areas
such as general employment law are included. This suggests therefore that around £522m would be
addressed or influenced by a NPS.

The diagram below in Figure 6.1 details this further.

£4 1bn Spend within scope of review

!

£967m Spend within scope of NPS

}

£522m ‘influencable’ spend

|
v v

range of savings through:
£9.2m £24.6m leveraging scale; demand

management; best practice

Figure 6.1- Summary of Scope of NPS Influencable Spend and Potential Savings

Based on implementing the strategies identified, the potential for incremental annual savings ranges
between £9.2m and £24.6m across the Welsh public sector. This assumes the NPS would have the remit to
act on behalf of the Welsh public sector, and to work with local stakeholders to implement the approaches
identified.

The table in Appendix 2 highlights those categories identified by the Project Team as appropriate to be
managed within the scope of a National Procurement Service in Wales. It is important to note that the
detailed work produced in the early stage of the process enabled the development of a refined view of the
scope. Factors that are known to refine the scope are also listed in the table. Subcategories considered out
of scope of influence of a National Procurement Service (based on the local / specific nature of services and
products supplied) were also defined. Represented by 16 key categories including ICT, HR and Consultants,
this could be extended into other areas of spend subject to further assessment. The consultation completed
on the basket of categories within scope of a NPS did highlight a number of risks to consider, including the
mandated use of National arrangements in certain sectors and the incremental benefit available where
proposed strategies have already been adopted by a sector.

However, the mechanics of the model used ensured that such issues are accounted for in each sector. This
was achieved through the use of 3 factors:

Based on selecting on categories purchased nationally by multiple Sectors and the latest available data set
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Accessibility — the proportion of spend that could be addressed;
Maturity — the degree to which the identified strategy had already been implemented;
Deliverability — the ability to implement the approaches and deliver the savings identified.

The detailed reports that provide further explanation of the process that was undertaken to identify the
common and repetitive spend categories and the associated procurement strategies are included in
Appendix 2.

It should be noted that following the analysis of the Show Stoppers feedback (detailed report is included in
Appendix 11), there were a number of categories where it was identified by stakeholders that the proposed
procurement strategies would need to be adapted to enable the outcomes to meet their sector based needs.
The Procurement Board acknowledged this requirement, but recommended that the spend/savings figures
remain as identified for the Business Case, but that any changes to the scope would take place during the
development of the Build stage of the proposed Service.

In addition, relevant Welsh Police spend has been included in the analysis process and within the overall
accessible spend figure, however recent Home Office consultation with Police Forces may impact on Welsh
Police being able to utilise proposed National Procurement Service contracts as they may have to commit to
use UK national deals. The potential impacts on the savings figures will need to be considered during the
Build stage of the project.

It should be noted that there are inevitably some categories (and Facilities Management is a good example)
where some sub-categories have been excluded which could be brought into scope to both deliver additional
savings or avoid duplication of effort. If the NPS be established, it will seek to maximise the amount of spend
within each category that is deemed "influencable" and will consider this at the point of developing its forward
work programme.

Stakeholder Membership

In relation to membership of the National Procurement Service, the proposed sectors that would be involved
in the Service are as follows:-

Local Authorities

The Welsh Assembly Government

NHS

Further & Higher Education

Police Authorities in South Wales

Fire Authorities

Assembly Government Sponsoring Bodies

Main Benefits Criteria

The benefits of the National Procurement Service will fall into a number of categories from tangible cash
releasing savings from the implementation and use of national contracts through to more qualitative benefits
gained from developing more innovative contracts across sectors.

It is important to note that identified savings will only be realised through the combined commitment of
individual organisations and their ability to ensure effective and consistent compliance to the contracts that
are created through the National Service. This commitment will require leadership from senior stakeholders
across the Welsh public sector to ensure effective buy-in to the National Service.

A summary of the potential benefits are as follows:-

Cashable savings will be achieved through a reduced total cost of acquisition for the common and
repetitive spend goods and services. This will be achieved through leveraging the scale and combined
buying power of the Welsh public sector and standardising specifications across users. Based on
implementing the procurement strategies identified, the potential for incremental annual savings ranges
between £9.2m and £24.6m across the Welsh public sector. The breakdown of how the savings will be
achieved through employing different procurement strategies (themes) are as follows:-
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Leverage our Scale: exploiting the buying power of the Welsh public sector, and taking
advantage of scale to shape the market to drive innovative solutions to common
requirements — this represents 36% of the savings identified;

Managing demand: ensuring that consumption is based on business need: fit for purpose,
with payments linked to results — 28% of savings identified;

Best Practice: implementation and coordination of best practice approaches to category
management across all sectors in the Welsh public sector — 31% of savings identified;

Welsh Supply Chain Development: Proactive engagement with Welsh suppliers, the
development of the tier 2 and 3 supply chain and intelligent procurement approaches to
avoid disadvantaging smaller businesses — 5% of savings identified.

Appendix 13 includes a breakdown on projected savings by category, by sector.

Cost avoidance benefits will also be delivered through the simplified procurement arrangements for
common and repetitive spend items and the increased compliance through the use of national contracts.

There are potential savings in relation to resource efficiencies, and there could be potential opportunity
to be gained by individual stakeholder organisations by redeploying their scare resources onto other
critical tasks. However this is a decision that must be made at local level and any savings achieved from
this will be recognised locally. Whilst the resource cost of establishing a NPS is £2.4m; there is an
existing resource cost of sourcing Common and Repetitive spend categories of £1.9m. Whilst there is a
net difference of £0.5m between the current “do nothing” environment and the proposed NPS, it would
be a local decision on where the £1.9m is invested. It is not within the gift of the business case to ‘bank’
the £1.9m but this would need to be considered at a local level when considering the investment
decision..

There will also be further qualitative benefits, which include:-

driving innovative and intelligent procurement activity for the benefit of end users and
ultimately the citizens of Wales;

the positive impact that co-ordinated and common procurement could have on the Welsh
economy and the development of the SME community within Wales;

the ability to provide effective supplier relationship management through a single route. This
would include supplier development and influencing the market structure to leverage further
opportunities for the users of a National Procurement Service;

supporting and further developing the professionalism and capability of the procurement
community in Wales. This includes leveraging and sharing the existing knowledge and
expertise across sectors.

Economic Impact Assessment

An Economic Impact Assessment (EIA) Group has been established consisting of representatives from the
Federation of Small Businesses (FSB) representing the private sector, the Wales Council for Voluntary Action
(WCVA) representing the third and voluntary sector, Unitary Authority and Welsh Government officers
representing local and national economic regeneration interests. Value Wales representatives provided the
secretariat functions and facilitated the work being undertaken and the gathering and reporting on the
information / research findings from the group members. Welsh Government’s Chief Economist was also a
member of the group to help to ensure the robustness of the data and its interpretation. A representative
from Spikes Cavell provided statistical analysis and advice and guidance on the interpretation of the CaRS
data.

This Group have been asked to consider opportunities and identify any potential risks that the standardising
specifications and creating all-Wales contractual arrangements for areas of common and repetitive spend will
have on the Welsh Economy. This will consider the shape and structure of the market, any supply voids and
recommendations for both procurement strategies and supply-side development.

Group members appreciated that given only 15% of the CaRS category spend is currently with Wales based
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suppliers there is an opportunity to grow Wales based supply in the 85% of the CaRS spend categories.

Furthermore it was stressed that the spend outside the CaRS categories, accounting for the 77% of spend or
£3.133bn per annum, may be as good, if not a better area for Wales based businesses to focus their efforts.
BETS, WCVA and FSB will have a key role in preparing and supporting suppliers to bid for these
opportunities.

The BETS Managed Supply Void project will highlight and promote the opportunities for Wales based
businesses to compete for areas of expenditure in this 77% of public sector where significant Welsh public
sector expenditure is currently being won by suppliers from outside Wales, but have a Welsh supply chain
presence.

Although the original intention was for group members to report back figures on the level of interest and
activity in the CaRS categories from the perspective of the private, voluntary and public sector based on the
instruction that where possible ‘views expressed should be backed up with ‘hard’ verifiable evidence in
preference to subjective anecdotal evidence’ the FSB, WVCA feedback was focused around their general
policy interest. Welsh Governments BETS department were unable to feedback any concerns, issues or
plans from the Priority Sector panels to date. BETS colleagues are currently seeking views from the Sector
Panels and will feedback.

Whilst some concern was expressed about the procurement approach and strategies that will be applied to
the CaRS categories and how they will ensure that Wales based suppliers get a chance to compete for
contracts that aggregate public sector demand around more standardised specifications. It was agreed that
these could be effectively managed if SME friendly policies and Value Wales recommended best practice is
followed.

In summary, the Economic Impact Assessment Group agreed that while there are some risks in the
collaborative procurement actions in the CaRS categories these are outweighed by the opportunities both
within and outside the CaRS categories. Both the risks and opportunities can be effectively managed if
current SME friendly policies and Value Wales recommended best practice are applied. The full report can
be found in Appendix 10.

Main Risks

This section captures the main risks that could affect the achievement of the identified benefits of a National
Procurement Service.

The main risks and the potential high level counter measures that have been/could be employed are detailed
in Figure 6.2 below.

Figure 6.2 — Summary of Key Risks relating to the National Procurement Service

Main Risk Counter Measures

Limited support of Business Case The business case will demonstrate the benefits associated with
due to lack of benefits at a sector the NPS and a specific Business Case Review team has been
level. created to ensure the documentation provides a compelling case

for individual sectors.

Cash releasing benefits not achieved | The savings targets have been developed with stakeholders from
due to unrealistic savings targets all sectors and have considered a range of factors that could
being identified. impact on their achievement such as accessibility etc. The
savings have therefore been developed to reflect the current
procurement landscape.
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Figure 6.2 — Summary of Key Risks relating to the National Procurement Service

Main Risk Counter Measures

Cash releasing benefits not achieved

due to disaggregation of consortia
leading to inefficiency.

The governance model implemented for the Service will seek to
support the ability of the NPS to effectively influence stakeholders.
The ability to do this may differ depending on the model chosen.

Cash releasing benefits not
achieved due to Show Stoppers
feedback not being factored into
savings targets.

Due diligence will be performed against the key saving categories
as part of the Build stage of the project and therefore any required
changes to the assumptions on which the savings were developed
will be factored in at this point.

Delay in achieving benefits due to
lack of availability of
implementation resources.

The business case will define the optium model to deliver the
benefits and the required skill set and level of resources to support
the effective implementation of the project. The Project and
Procurement Boards have direct visibility of the progress of the
project and will act as escalation points to highlight any project
issues should the business case be approved and implemented.

Delay in achieving benefits due to
the defined strategies not being
implemented as planned.

The business case will define the required skill set of resources to
support the effective implementation of the project. The Project and
Procurement Boards have direct visibility of the progress of the
project and will act as escalation points to highlight any project issues
should the business case be approved and implemented.

Resource efficiencies not achieved
as organisations do not re-allocate
existing resources onto new tasks.

There is an assumption that organisations will need to recognise
their own benefits in relation to resources and this is a difficult area to
influence at a programme level.

Limited realisation of benefits due to

lack of specification and process
standardisation across NPS
members.

The different model options impact on the potential likelihood of this
risk being realised. The governance related to the NPS will be
critical to help mitigate risks in this area as sectors will be required to
ensure their stakeholders (specifically include service heads) are
conforming to the agreed process requirements.

Limited realisation of benefits due
to lack of commitment to use NPS
contracts.

The governance related to the NPS will be critical to help mitigate
risks in this area as sectors will be required to ensure their
stakeholders are conforming to the agreed contracts as per the
operating principles which each stakeholder will be required to
commit to on joining the NPS.

Limited realisation of benefits due
to resource capability gaps i.e.
procurement strategies not
implemented as expected.

Early training and development of staff will be required to ensure a
consistent approach to the delivery of strategies regardless of the
operating model chosen. In addition, external support in the

implementation stage of the project will support any shortages of
skills through skills transfer.
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Figure 6.2 — Summary of Key Risks relating to the National Procurement Service

Main Risk Counter Measures

Limited realisation of benefits due
to resource capacity gaps i.e.
procurement strategies not
implemented as expected.

External support in the implementation stage of the project will
support any shortages of resources to ensure the effective delivery
of the project.

Perceived negative impact on local
economy due to national
procurement strategies being
implemented.

The Economic Impact team within WAG have been involved in the
project to date and their continued input will support the
development of appropriate strategies. Their recommendations
highlight that any potential risks could be managed if current SME
friendly policies and Value Wales recommended best practice are
applied within the proposed procurement strategies.

Potential legal/HR/liability issues
relating to operating model need to
be identified and resolved
otherwise potential stakeholders
will not be prepared to join the
National Service.

Each operating model has potentially different legal issues that
would need to be addressed prior to stakeholders fully committing to
joining the Service. Once a preferred option has been identified,
relevant legal and HR specialists will be involved as part of the
consultation stage to support the effective identification and
mitigation of issues during the development of the Build stage of the
project.

Whilst it is not a risk that is specific to the National Procurement Service project, it is worth noting that a
wider concern regarding procurement resources within Wales should be considered and it's potential impact

on the project.

It is recognised throughout the NPS project stakeholder network (and was also highlighted as part of the
Town Hall event on 18" April 2012) that procurement is under resourced within Wales as a whole. There is a
concern that the NPS project will be simply seen as a way of further reducing procurement resources and
therefore increasing the gap between current resources and what is really needed to effectively manage the
Welsh public sector influenceable spend. This project has the potential to enable procurement resources to
focus on the strategic procurement spend within their own organisations instead of spending valuable time
on common and repetitive spend areas. However to achieve this transition from one area to another,
individual organisations need to recognise that aligning the optimum resources to the NPS should not be at
the expense of removing local resources to achieve efficiencies. The true efficiencies come from allocating
these resources to focus on strategic spend areas to deliver greater returns.

John McClelland CBE is currently undertaking a high level review of potential resource gaps and his
recommendations will be reflected in the final Business Case.

Constraints and Dependencies

The main constraints for the project are as follows:-

The ability to obtain the relevant leadership and to implement effective governance and decision
making for the National Procurement Service to enable the required level of individual organisation

commitment to take place.

The ability to secure appropriate funding to support the implementation of the Service.

The key dependencies for the project are as follows:-

The delivery of the procurement strategies that relate to Welsh Supply Chain Development will
require support from BETS and their ongoing supplier development work.

The NPS will also have dependencies on other consortia/regional hubs that are created such as

education or social care.
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The NPS will require Service Heads within stakeholder organisations to fully engage with the NPS to
ensure that contracts developed are fit for purpose and are then fully utilised within each individual
member organisation.

The National Procurement Service will require a critical mass to effectively achieve all the investment
objectives for the Service. The opportunity to develop the Welsh supply chain will be impacted by
limited commitment, however in the main, the other procurement strategies would be unaffected.

Key Assumptions

A number of assumptions have been identified as part of the options analysis process. The key assumptions
on which this document has been developed are as follows:-

NPS members will adhere to the defined operating principles and will commit to channelling the
required spend through the NPS contracts as required.

Savings are based on the work undertaken by the CaRs workstream and have not been altered for
the purposes of the financial analysis of each option.

The baseline information used to calculate the current resources delivering the common and
repetitive spend categories has been taken from the information provided by stakeholder
organisations and has not been amended apart from where clarification has been sought from the
individual who created the response.

All costs included within the financial appraisals as estimates made for the purpose of the options
analysis and may be subject to change, during the implementation stage of the programme.

All costs are exclusive of VAT and inflation has not been applied.
There are no redundancy costs included with any of the options.
Sufficiently skilled staff will be attracted by the level of salaries offered.

The savings figures included within each option's financial appraisal are based on procurement
savings only and do not include any resource related efficiencies that could be realised.

Sufficient skills resources will be available to deliver the NPS and stakeholder organisations will
support the need to release staff (either through TUPE or via secondment) where required.

Where only one resource is required for a category, a category manager has been assumed and
costed. Where multiple resources are required, then one lead category manager has been included
apart from in the People Services category (HR, Consultancy, Legal Services) and ICT, where 2
leads have been costed.

All options assume that the same programme related set up costs will be required as detailed in
Section 8.1.5.

Detailed financial assumptions specific to each option have been provided as part of the option
financial appraisal and are detailed within Appendix 7.
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7 Options Identification

Methodology

The following process was developed and implemented in order to identify the preferred operating model.
The objective of the process was to ensure comprehensive consultation from stakeholders as the short-list
and then the preferred option was developed. The Target Operating Model utilised a Project Team and a
Task & Finish Group to gain stakeholder feedback.

10.

11.

12.

13.

14.

15.

A review of the 5 Case Model approach was undertaken and the proposed steps were determined to
develop the target operating model based on recommended best practice. This approach was
presented to the Project Team to gain agreement for the next steps in the process.

A workshop was held with Task & Finish Group members (with input from the Project Team) to
develop the draft long list of potential options.

The long list of options was documented and then reviewed with the Project Team and Task & Finish
Group Members where the options were scored against the agreed Critical Success Factors to
develop a short list. The document was updated to reflect the scoring and preferred short list.

The long and short list document was presented to both the Project Board and Procurement Board
to gain approval to progress the development of the short list options. A short list was agreed by the
Procurement Board.

The long list'recommended short list document was circulated to stakeholders as part of a wider
consultation period to gain feedback on the proposed short list of options.

A “straw man” was developed to capture some of the target operating model principles that would be
required for a National Procurement Service and capture feedback from stakeholders.

The straw man was shared with the Project Team and Task & Finish Group to gain feedback on the
proposed operating model approaches that could apply to the short-listed options. A workshop was
held with Local Government representatives to obtain their combined feedback.

Following feedback from stakeholders on the operating model options, the first draft Options Analysis
document based on the agreed short-listed options was developed.

A workshop was held with Project Team members (at the request of the Project Board) to support the
development of the Networked Option to ensure it reflected their views.

A workshop was held with Project Team members and members of the Business Case Group to
review the analysis of the baseline data for inclusion in the Options Analysis. A document was
created to confirm how the baseline data would be used to support the Options Analysis.

The Project Team and Task & Finish Group met to review the first draft of the Options Analysis
document and provide feedback. The Options Analysis was updated to reflect the feedback received.

The Project Team and Task & Finish Group were asked to score the short listed options against the
Critical Success Factors for the project as this would support the development of the preferred
option. This information was included in the Options Analysis document.

A Town Hall meeting was held to brief stakeholders on the progress of the project, and share Options
Analysis document. The meeting enabled stakeholders to provide feedback on their preferred
option. The Options Analysis was updated to reflect the Town Hall feedback and circulated to the
Project Team and Task & Finish Group.

The Project Team, Task & Finish Group and Business Case group met to review the latest version of
the Options Analysis document and provide feedback. The Options Analysis was updated to reflect
the feedback received.

The Options Analysis document was enriched with the independent conclusions of the consultant
involved in the project and a recommendation made. The Options Analysis was issued to the Project
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Board.

16. The Project Team were invited to present their preferred option to the Project Board and the Project
Board reviewed the Options Analysis and agreed on a preferred option to recommend to the
Procurement Board.

17. The Procurement Board met to review the findings within the Options Appraisal and agree their
preferred option to take forward to stakeholder consultation.

The Long List Options

The development of the long list of options was based on the recognised best practice approach within the 5
Case Model. This model recommends the identification of key critical success factors (CSFs) to the
programme to enable an effective analysis of identified options. The CSFs support a consistent and
structured appraisal of all options to lead to a recommended short list and finally a single preferred option.
Details of the CSFs that have been developed for the target operation model NPS workstream are detailed in
Section 7.3 of this document.

The options have been developed through consideration of the key attributes that form the overall operating
model and these are again based on the 5 Case Model recognised categories of choice.

The development of the options has included a review of best practice collaboration within England, Scotland
and Ireland in addition to workshops with key stakeholders across all key sectors of the Welsh public sector.

A series of workshops have been held to develop the long list of options for the National Procurement
Service. The workshops focused on the Service Solution attributes and workshop attendees were asked to
consider the range of options between the two extremes of doing nothing through to outsourcing the required
service to a private sector service provider. A list of the attendees within the workshops is detailed in
Appendix 3 along with details of those consulted to understand existing approaches to cross sector
collaboration within the UK public sector.

The diagram detailed below in Figure 7.1 shows the various options that were highlighted as discussion
points for the workshop to encourage participants to consider the range of options potentially available. This
approach enabled attendees to visualise how each option built on the previous and also helped to enable
further variants of options to be identified that fitted in between those displayed.

Potential Range of Options

Do Nothing

Virtual Organisation
Hosted Organisation

Joint Venture

Qutsourced Organisation

Figure 7.1 — Potential Ranges of Options

Each of the options identified by the workshop and through research is detailed below and Appendix 4
summarises their relative advantages and disadvantages.

The option of “do nothing” has been included to act as a baseline comparison against which to compare the
other identified options.

The options included are as follows:-
Option 1- Do Nothing
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Option 2 — Utilise Existing Structures & Consortia

Option 3 — Utilise Existing Structures & Consortia with Additional Central Resources
Option 4 — Revise Existing Structures & Consortia for Regional Delivery

Option 5 — Hosted Operation

Option 6 — Welsh Government Service (building on the work of Value Wales)
Option 7 — Standalone Public Sector Organisation (Joint Venture)

Option 8 — Outsource to Third Party

The Short-listed Options

Following the development of the initial long list of options, further workshops were held with the Project
Team and the Task and Finish Group (see Appendix 3 for members) and during these sessions the options
were scored and assessed against the agreed CSFs. This scoring was shared with both the Project Board
and the Procurement Board to support the review process of the long list creation process and the
subsequent decision relating to which options are taken forward for further analysis.

The Procurement Board recommended that two high level options are taken forward to the short list stage.
The first builds on the existing arrangements already in place within Wales. The second set of options
considers a new single arrangement being establish and has a number of sub options which relate to how
the arrangement could be formed i.e. through a host organisation (including a Welsh Government option) or
via a joint venture approach.

The recommended short list of options that have therefore been taken forward to the options analysis stage
are as follows:-

Build on existing arrangements (Option 2 — Utilise Existing Structures & Consortia)
Establish a single arrangement and consider:-

Option 5/6 — Hosted Operation (e.g. NHS / Welsh Government (Value Wales) / Local
Authority)

Option 7 — Standalone Public Sector Organisation (Joint Venture)

It should be noted that the Do Nothing option (Option 1) will also form part of short list options process as this
will be used as the baseline to compare the potential benefits of the other options in comparison to the
current as-is structure and associated costs. It was identified by the Procurement Board that Do Nothing
would only be a viable option if there were no benefits identified through the other options.

Critical Success Factors

To enable the identification of the preferred target operating model (TOM) to be undertaken in a consistent
manner which is in keeping with the required outcomes of the project, a number of Critical Success Factors
(CSFs) have been agreed.

These critical success factors have been applied to the long list of options that have been created as part of
the short listing process to support the identification of the “best fit” option. This approach is recognised as
best practice within the public sector's Five Case Model and the model recommends a core set of CSFs.

The Procurement Board (on 9" December 2011) requested that the Critical Success Factors were reviewed
as part of the options analysis process. While the high level Critical Success Factors that have been
previously developed still apply to the next stage of analysis of the short-listed options, there is opportunity at
this stage to consider the granular aspects of CSFs to include reference to the proposed operating principles
detailed in Section 6.4.2 of this document. The proposed narrative for the CSFs was reviewed by the
Procurement Board on 22™ February 2012.

Commercial & Confidential 32 of 84 Issued: v1.0





National Procurement Service Project
Business Case

A number of suggested evaluation criteria in the context of the original CSFs have therefore been developed
and are suggested as a way of evaluating the possible short list of options. These are detailed within Figure
7.2 below.

Figure 7.2 — Critical Success Factors for the National Procurement Service

Key CSFs Description

Strategic Fit The ability of the option to:-

(Fit) deliver a strategic vehicle for procuring common goods and services for Wales;
improve the quality of procurement for the identified categories;
support the Welsh public sector procurement policy agenda;
ensure the continuous development of public sector procurement skills;

support the development of a competitive supply base and have a positive
impact on the Welsh economy.

Business Need The ability of the delivery model to:-

(Performance) effectively manage common and repetitive spend on a category management
basis;

leverage the procurement scale of the Welsh public sector, and focus on
influencing demand management and implementing best practice approaches;

efficiently develop contracts in a timely manner that are fit for purpose and meet
user needs;

enable effective stakeholder engagement leading to buy-in and compliance
throughout the contracting life cycle;

enable compliance with, and input into, policy and best practice;
provide access to valid, accurate and timely procurement spend information.

Value for Money The ability of the option to:-

(Impact) maximise value for money savings through reducing the total acquisition cost of
agreed commodities (through leveraging scale, influencing demand management
and implementing best practice approaches);

utilise one standard and simplified procurement process to minimise the
duplication of resources.

Achievability The ability of the option to:-

(Mechanism) become operational within 9-12 months post business case approval;
overcome potential barriers to implementation through stakeholder buy-in;
match the level of available skills which are required for successful delivery.

Affordability The ability of the option to:-
(Cost) provide a compelling case for implementation based on the identified savings;
meet likely availability of funding based on savings opportunities.

The identification of the preferred TOM option requires that all short-listed options are ranked in a structured
manner based on their suitability against the investment objectives and the defined critical success factors.

To ensure consistency in this approach, a scoring mechanism has been utilised to enable a ranking of
options to be completed.
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The following marking schematic detailed in Figure 7.3 has been implemented as part of this options analysis
process.

Figure 7.3 — Marking Schema for Critical Success Factors for the National Procurement Service

Marking Description

0 Option does not meet the CSFs identified
1 Option meets part of the CSFs identified
2 Option meets the majority of the CSFs identified

3 Option meets the CSFs identified

4 Option exceeds the CSFs identified

This scoring mechanism will be one of the factors used to identify the preferred option to take forward to the
business case along with the financial appraisal, sector preferences and wider stakeholder feedback.
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8 Option Analysis

Generic Model Attributes

There are a number of generic model attributes that can be described at the outset of this section which will
not differ depending on the option being explored. To minimise the repetition of this options analysis, these
generic attributes are described within this section and will then be referred to within the subsequent
individual option analysis sections which follow.

However, it is worth noting that while the attributes remain consistent across the short listed options, the
effectiveness of the attributes to function effectively and therefore deliver the required vision for the National
Procurement Service will differ. For example, while the same Boards might be in place for a networked
approach as well as a hosted model, the ability of the Boards to govern in a networked model may be
impacted due to the complexity of the approach. The relative advantages and disadvantages in relation to
these attributes will therefore be explored further in the individual option analysis sections which follow.

National Procurement Service Governance

Governance is a critical aspect of any proposed operating model for the National Procurement Service and
consists of developing or re-defining appropriate structures that enable accountability and decision-making to
be delegated to appropriate levels but without diluting overall accountability.

The proposed governance model has been designed to address the following areas:-
The NPS must ensure an effective means of collective agreement;
The nominated representatives must be able to speak with authority;
The stakeholders must be able to commit to what has been put in place;
The NPS must enable the ongoing challenge by senior officials to ensure objectives are being met.

The key aspects of the proposed governance arrangements are detailed in the following sections.

National Procurement Service Board (NPSB)

The NPS Board will be the collective group that will exercise governance over the operations of the National
Procurement Service (regardless of operational approach). The Board will consist of a number of Chief
Executives and senior managers from across the Welsh public sector. As there is a requirement for senior
executive ownership, there is the option to consider the inclusion of either the Welsh Government Director
General for Strategic Planning, Finance & Performance and/or Ministerial involvement during critical points
throughout the life of the NPS e.g. senior review at 6/12/18 months as an example. It is proposed that once
the Board has been formed that these options could be discussed and agreed by the membership as part of
the implementation process.

The members will be chosen to enable a fair representation of interests of all relevant stakeholders and will
have a responsibility to influence stakeholders to work in a constructive and positive manner in relation to the
agreed areas of collaboration. It is recommended that Board members won't get involved in the operational
procurement process, but would be advised of progress as part of a regular work programme update agenda
item. However, the NPSB may wish to retain the right to review (by exception) certain projects as required.

The NPS Board will:-
Provide strategic direction and support to the Head of the NPS;
Endorse future plans and key design decisions;
Actively champion the NPS through day to day communications with stakeholders;
Set targets for achievement of KPIs for the NPS and monitor ongoing performance;

Review and agree the NPS forward work programme;
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Be ultimately responsible for the successful implementation and delivery of the NPS in their relevant
sector.

Head of the National Procurement Service

The Head of the NPS will be responsible and accountable for the strategic development and delivery of the
agreed objectives and KPlIs for the NPS working with the NPSB. They will be accountable to the NPSB and
will be responsible for proposing the collaborative targets to be agreed. In addition, performance targets will
also be set for each of the key delivery roles from the Head of the NPS.

It is expected that the Head of the NPS will be a full time role regardless of the operating model and could be
fulfilled by an individual on secondment from a Welsh public sector organisation. The individual would need
the necessary skills to be appointed into the role and the recruitment process would be agreed by the NPSB.

The Head of NPS will:-

Provide strategic leadership, direction and governance across all procurement and supplier
management activities;

Translate strategy into the delivery of tangible improve value for money and better quality contracts
across the Welsh public sector;

Create effective relationships with and influence key stakeholders across the Welsh public sector;
Act as a champion of best commercial practice and be a source of expert advice to the NPSB;
Lead and direct a team of Category Managers and associated staff (regardless of operating model);

Lead and drive the development of innovative approaches and opportunities for collaborative
procurement across the Welsh public sector.

Interface with Other Groups

It must be recognised that the National Procurement Service could not be delivered in isolation and there
must be relevant engagement and cognisance of other programmes of work that are being undertaken at
both a national and regional level. The Head of the NPS would have the responsibility to act as the interface
into other relevant workstreams and ensure the effective consideration of any impacts (positive or negative)
that they could have on the NPS delivery.

These groups would include (but are not limited to):-
xchangewales;
Economic Development Teams;
Sector Consortia;
Supplier Forums.

In addition to the groups detailed above, each model will need to consider how it interfaces into the political
leadership within stakeholder organisations. This will need to be developed and agreed as part of the
development of the Build stage of the project.

National Procurement Service & Category Management

It is recommended that the NPS is based on a category management approach where goods and services
are organised into distinct groupings based on their related supply markets. Procurement professionals are
then allocated to the defined categories and the staff are therefore focused on a particular supply market and
become experts in that category area. CIPS (Chartered Institute of Purchasing & Supply) define category
management as “the entire science of the procurement subject applied to a single genre of expenditure”.

The category management approach needs to incorporate developing a thorough understanding of spend
and future demand, developing relevant category sourcing strategies based on the understanding,
implementing the strategies and then ensuring effective supplier performance management.
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The key category management principles on which the service should be built, include the following areas
(as defined by CIPS):-

Strategic focus;

Long term view of category strategy;

Clearly defined category portfolio with identifiable synergies between sub-categories;
Sufficient degree of focus and specialisation in terms of time and resources;

Well documented and clearly articulated category strategy;

Proactive influencing of stakeholder behaviours and internal demand;

Proactive pre-positioning of category to take advantage of supply market shifts.

Proposed Category Management Roles

The category management approach to the National Procurement Service areas of spend is required to
ensure that the following areas are appropriately addressed:-

The NPS must facilitate the agreement of specifications across key stakeholders;

The NPS must facilitate the ability to gain stakeholder commitment to contracts at the outset of a
procurement process;

The NPS must ensure that the correct expertise and skills are allocated to procurement activity;

The NPS must enable traditional procurement approaches to be challenged to achieve better quality
outcomes for stakeholders;

The NPS must have the authority to act on behalf of it's stakeholders.

The proposed approach to category management will be delivered through the creation of the following roles
and can be achieved regardless of the preferred operating model. The diagram in Figure 8.1 provides an
overview of the roles and is for illustrative purposes only as the formation of a forum will depend on the
category and the sectors that have requirements in this area.

National Procurement Service Board

f

Head of NPS

Category Managers /Officers ||

+ Develops specifications Category Managers
= Undertakes tendering activity
- Contract manages suppliers T
- Influences demand managemént
* Implements best practice procurement

Category Officers

==

Category Forums

Category Forums
= Supports development of standard specifications
= Supports development of category strategies
«Involved in supplier selection process

H. -

User Rep User Rep User Rep User Rep User Rep

NHS LG YW FE/HE Fire/Police

Subject Matter Subject Matter Procurement Procurement
Expert Expert Rep Rep

NHS LG NHS VW

Figure 8.1 — Category Management Approach
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Category Manager

Each category of goods and/or services will be allocated to a Category Manager and they will effectively own
the development and maintenance of a category strategy that determines the procurement route and
sourcing options that best meet the needs of the stakeholder community. Depending on the complexity of
the category and the amount of work required, there may be a requirement to resource a Category Manager
and a number of Category Officers (procurement professionals) to support the required delivery of the
defined category sourcing plan. This Category Team will be responsible for leveraging spend, influencing
demand management and implementing best practice.

The Category Manager will:-

utilise management information (including spend data) to develop a strategic approach to reviewing
and managing markets and suppliers;

review requirements, analyse supply markets and then tender;

contract manage the on-going delivery and maintenance (including performance monitoring) of the
supply contracts;

liaise with sectors to facilitate commitment to agreed contracting strategies with the support of the
Category Forum members (see below);

provide the Head of the NPS with recommendations on how to improve competition;

develop appropriate procurement opportunities that can support wider Welsh Government
objectives.

Further details of the Category Manager role can be found in Appendix 5.

Category Forums (CF)

The Category Forums will play an important role in ensuring that stakeholder requirements are considered at
every stage of the procurement process. The members of a CF will play a key technical role in developing
appropriate collaborative procurement strategies, formulating specifications and participating in the supplier
selection process (e.g. membership on the evaluation panel).

One of the key aims of the CFs will be to ensure a comprehensive understanding of end user requirements
to delivery effective collaborative contracts. All CFs will follow a standard process to ensure a consistent
approach to their set up and ongoing management. The members of a CF will be responsible for
representing the views of their relevant sector and will also be expected to promote the use of the
collaborative arrangements within their sector with their peers.

The roles and membership for the CFs are detailed in Appendix 5.

Category Resources

Overview and Assumptions

The short listed options within this document each propose a different operating model to deliver the required
National Procurement Service, however whichever model is chosen, it is recognised that the required
resources to deliver the common and repetitive spend categories will be consistent. The different models
may require additional resources to support the model attributes, and where required, the resources are
identified within each specific option. This section aims to confirm the category related resources that would
be required regardless of the model chosen. Where there are teams required to manage a category, there is
an opportunity to consider a senior strategic Category Manager supported by a team.

The Common and Repetitive Spend workstream identified 16 high level categories for inclusion within a
National Procurement Service. The CaRs workstream also identified a number of procurement strategies
that could be implemented against each area to deliver savings. These themes have been detailed in
Section 6.4.3 of this document.

In order to quantify the resource requirements associated with both the categories and the associated
procurement strategies, a number of assumptions have been made and these are detailed in Appendix 5.
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It is recognised that there are significant variances in spend between some of the identified categories and
that also some categories have a synergy with others. Based on the assumptions and analysis of spend and
strategies within each identified high level category, the categories have therefore been grouped into 10 key
category areas as detailed within Appendix 5.

Resource Requirements

Based on the assumptions and the category groupings detailed within Appendix 5, a number of projects have
been identified for each category based on the CaRs procurement strategies and therefore indicative
resources can be allocated to each category.

Due to the possible complexity of some of the category areas and the findings from the best practice
research, further commentary and resource amendments have also been proposed. These amendments
have been highlighted and reasoning provided within the table in Appendix 5. The Accessible Spend has
been utilised to support the assumption of £15m spend per procurement professional.

Due to these suggested amendments and the recognition that specific resource requirements will need to be
confirmed during the development of the Build stage of the project, where appropriate, a range has been
provided.

The indicative resources required ranges from 23 to 37 procurement professionals to deliver the identified
common and repetitive spend areas.

It should also be noted that there could be a requirement for “floating” individuals as the resource
requirements for a category will change over time as contracts are put in place and the focus becomes
supplier/contract/demand management related rather than tendering. This approach to utilising roaming
resources can be explored further at the Build stage of the project, however the model will impact on the
ability of this approach to be fully implemented i.e. it would be more difficult to facilitate roaming resources
between teams in a networked solution.

Resource Comparisons

Irish National Procurement Service

Ireland established a National Procurement Service (NPS) in 2009 with the aim of undertaking the
procurement of common goods and services across Ireland, developing targeted and accredited training and
education for procurement staff, integrating Government policies into procurement practice and using IT to
support the process in an effective and efficient manner.

The NPS provides a service to Central Government, Local Authorities, Education, Health and other Agencies
and covers a range of categories including ICT consumables, energy, fuel, food and catering, stationery,
uniforms and clothing etc. The Irish public sector procurement spend is in the region of 8bn Euros.

The NPS has a team of 39 staff that have a range of roles and include a Director and 2 Deputy Directors, a
Research/Benchmarking/Education team of 2 staff, a team of 3 that administer the eTenders and the NPS
website, and 3 Senior Procurement Managers that manage the following category related teams:-

Utilities including Liquid Fuels, Electricity and Natural Gas — 7 staff
Managed Print Services & Waste Management — 4 staff

IT Consumables, Office Equipment, Legal Services, Stationery, Paper, Food, — 8 staff (including 2
admin support)

Printing, Travel, Advertising — 3 staff
Uniforms, Footwear, PPE, Janitorial Supplies — 3 staff
Security, Printing & Transport — 2 staff

The contracts that have been created by the NPS are used by up to 173 public sector bodies and have not
yet been mandated. The NPS has achieved savings with this team of 29.3m Euros in 2009, 8.8m Euros in
2010 and have planned savings of 75m Euros in 2012.
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Procurement Scotland

Established as part of the wider public sector procurement reform programme, Procurement Scotland was

created to identify and realise best economic value opportunities through collaborative procurement, and the
implementation of leading practices, across ‘Category A’ goods and services. Category A covers those goods
and services commonly consumed across a wide range of publicly funded bodies across Scotland. With the
establishment of Procurement Scotland, strategy development, specification, supplier selection and contract
management has been influenced and led by Procurement Scotland, working in collaboration across sectors.

Procurement Scotland has a team of 33 staff that have a range of roles and include a Head and 2 Deputy
Heads, a Capability Development team of 9 staff that focus on performance management, communications,
people & skills and best practice. The category teams consist of a lead category manager, strategic buyers
and market analysts/buyers and include the following:-

Corporate Services — 3 staff
Professional Services — 3 staff
Telecoms — 3 staff

IT Hardware — 3 staff

Office Equipment & IT Software — 3 staff
Utilities — 4 staff

Special Projects — 1 staff

Public sector spending on goods and services across Scotland is estimated to be approximately £8 billion
per annum, with over £1 billion relating to national Category A goods and services.

Conclusions

While the categories of spend are slightly different for other public sector resource comparisons, the analysis
identifies that a similar number of procurement professionals have been allocated to categories when
compared to the proposed National Procurement Service.

Two categories where further work may need to be undertaken to confirm requirements during the
development of the Build stage of the project relates to Utilities as this will depend on the type of service that
is delivered by the NPS and Consultancy as the numbers identified that would be required from the
projects/spend analysis is significantly higher than other examples.

Communications, Systems and Technology

For the delivery model to be effective, the operational front line procurement activity needs to be supported
by appropriate systems and back office support, including the collection of relevant and timely management
information. This support infrastructure is critical so that procurement processes can be assessed to ensure
that they have achieved the required objectives and to measure the overarching effectiveness of the NPS.

Regardless of the model, the NPS will support the xchangewales programme and utilise the developed
technology as part of the business as usual processes. This includes using the eTendering technology for all
tender requirements and supporting the promotion of the eTrading technology for use in public sector
organisations.

The various benefits associated with xchangewales such as improved process efficiencies; less “off-contract”
spend; and better management information can best be fully leveraged if it's use is maximised across the
public sector. Although implementation of xchangewales across the Welsh public sector is the responsibility
of the xchangewales Programme Team, the NPS will have an important role to play in communicating the
benefits of the system where appropriate.

For xchangewales organisations, the NPS team will support the maintenance of catalogues including
advising organisations on how to update any bespoke catalogue items. However, catalogues will also need
to be available to organisations that do not have xchangewales, and this will need to be achieved via access
to supplier websites, or possibly even by email.

Systems will need to be developed to ensure the effective and timely collection of spend data across
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stakeholders to inform category strategies and to enable monitoring of savings achievements. A standard
approach will need to be agreed by the NPSB and all stakeholders to ensure consistency. This could be as
simple as receiving spreadsheets in an agreed format from stakeholders or something more complex. This
detail will need to be decided as part of the build stage, but indicative costs have been included to support
this requirement.

To ensure that there is effective buy-in and take up of NPS procurement activity there needs to be a
structured approach to stakeholder communication and clear channels of engagement. The NPS will need
to communicate with a large network of organisations and therefore will need to rely on a range of strategies
to ensure timely and consistent dissemination.

To enable all messages to be effectively communicated to the relevant individuals across the Welsh public
sector a network of contacts needs to be developed and maintained. This network is detailed further in
Appendix 5.

An NPS website will be developed as part of the existing Welsh Government website structure to support the
communications strategy for the NPS. This website will act as a focal point for all communications about the
work of the NPS and will provide details of existing contracts and also relevant category contact points. It will
also provide details of the forward work programme to inform potential stakeholders. There will also be a
members only area which will be used as a communications platform for category forums and for the
dissemination of documentation and standard processes.

National Procurement Service Implementation

The National Procurement Service will require additional resources during the implementation stage to
support the effective set up of the proposed operating model.

While the type of set up resources will be consistent across the different delivery models, the length of time
that the resources will be required will differ between options. The required resources have been identified in
this section and have be applied within the financial appraisal of each option.

It is proposed that a team will need to consist of the following roles:-

Project Manager — to oversee the implementation and report to the Procurement Board until a Head
of NPS is identified and put into post.

2 x Workstream Leads — these project managers will support the Project Manager in setting up the
service, identifying resources (depending on options) and supporting specialist resources to get the
model operational. These Workstream Leads will also start to shape the NPS standard processes
and develop relevant documentation etc. so that the service can hit the ground running when
resources are allocated. Resources can then spend their time delivering the service rather than
having to create the operational process etc.

4 x Senior Category Managers (external provision if required or possible secondment) — during the
set up stage it is critical that some work is initiated that relates to the common and repetitive spend
commodities and delivering savings for stakeholders. If this work is not initiated while the service is
being set up then there could be a delay in contract creation. It should also be recognised that as
staff will be working in new areas (such as demand management), external mentoring and support in
key categories would be beneficial. It is proposed that the 4 resource focus on the categories that
will deliver the most savings i.e. Consultancy, ICT, Human Resources and Facilities & Management
Services.

For the purposes of the individual options financial appraisal, the following costs have been assumed for
each option:-

Build on Existing Consortia & Structures — Networked Model - 9 months of costs have been assumed
as categories will need to be bid for and then allocated and then work will commence on gearing up
the identified consortia to take on the NPS workload.

Build on Existing Consortia & Structures — Central Delivery Model — 6 months of costs have been
assumed as all categories will be allocated to one organisation.

Hosted Operation — 6 months of costs have been assumed as all categories will be allocated to one
organisation.
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Standalone Public Sector Organisation — 12 months of costs have been assumed for implementation
as this option will require a new legal structure to be developed and agreed between all
stakeholders.

Both the TOM Task & Finish Group and the Project Team have identified that some preparatory work, based
on the principles of the NPS, can be undertaken in advance of the final decision on the proposed operating
model to support the timely implementation of the chosen model option. This approach was also reflected in
the feedback from the Town Hall event (see Section 9.1 for further information).

All sectors are agreed on the fundamental principles on which the NPS is built i.e. category management
approach, common specifications etc., and these foundations can start to be developed using the existing
working groups (such as the CPPSG) to give the implementation a head start. The current activity needs to
be aligned to future plans to ensure that resources are effectively allocated to areas that will have positive
impact.

The work that can be undertaken during this preparatory stage can include the following:-

reviewing the proposed sourcing plan in relation to the planned NPS categories and work already
being undertaken by consortia;

agreeing between sectors how categories might be supported i.e. where resources are currently
working on categories;

possible identification of “pilot” categories where work could commence on developing a new
procurement strategy (this may consider some but not all proposed themes e.g. leveraging scale, but
will depend on resource);

initiating the development of standard processes.

Funding

It is recognised that funding is a fundamental aspect of the NPS for many stakeholders and with current
pressures on budgets that it is a challenging area.

There is potential for a centrally funded approach where the National Procurement Service is funded by the
Welsh Government for an agreed period and that after this point alternative funding options would need to be
reviewed. This view was supported by the Procurement Board on 9" May and Welsh Government was
asked to understand if this approach would be viable. The Procurement Board believes that this initial
funding will enable the Service to be implemented as a proof of concept and provide the ability to
demonstrate the potential savings opportunities that can be achieved to stakeholders.

The analysis of the options highlights that there is a need for an initial investment to get the Service up and
running of between £695k and £1.9m (this is made up of set up costs and implementation costs). There is
then a requirement for annual running costs of between £1.7 to £2.4m per annum (this included staff costs
and general running costs). Further modelling was completed for review at Project Board on 15" June, which
has been based on Maximum Savings and High Resources and on the assumption that the service is
centrally funded for Year 0 and Years 1. These are as follows:

Model 1 — Sector Subscription by Savings Projections funded by individual sectors

The following model has been developed based on the proportion of savings projected for each sector.
These are as follows: LG (65%); WG (13%); NHS (17%); HE (1%); FE (2%): Police; Fire and FC (1%) each.
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Model 1- Sector based Subscription by Savings Yr2 Yr 3 Yr4 Yr 5
Cost of NPS £ 2,368,000 | £ 2,368,000 | £2,368,000 | £ 2,368,000
Sector Subscription (Based on % max saving)
LG Contribution £ 1,540,233 | £1,540,233 | £ 1,540,233 | £ 1,540,233
WG Contribution £ 310605 | £ 310,605 | £ 310,605 | £ 310,605
NHS Contribution £ 392259 | £ 392,259 | £ 392,259 | £ 392,259
HE Contribution £ 19659 | £ 19659 | £ 19,659 | £ 19,659
FE Contribution £ 47528 | £ 47528 |£ 47528 | € 47,528
Police Contribution £ 26046 | £ 26046 £ 26046 | £ 26,046
Fire Contribution £ 16541 | £ 16541 |£ 16541 |f 16,541
EA, Forestry & Countryside Contribution £ 15129 | £ 15129 |£ 15129 | £ 15,129
Advantages Disadvantages
=  Subscription as a proportion of »  Subscription may prohibit organisations
savings is perceived to be more for signing up to the NPS
equitable than spend. = Complex re-charging mechanism
» Perception that subscription based = Likely to attract VAT
funding increases ownership of the
service.

Model 2 — NPS is funded via Rebate

This model has been developed on the basis that the cost of the NPS will be funded via a rebate on spend.
Based on the assumption of £522M accessible spend a rebate of 0.45% would be required to fund the cost
of the service. This is on line with OCG, where the current rebate is apx 1% - but is targeted at 0.4%.

Model 2 - Rebate Yr2 Yr 3 Yr4 Yr5
Cost of NPS £ 2,368,000 | £ 2,368,000 | £2,368,000 ( £ 2,368,000
Based on £522M accessible spend - rebate of 0.45% £ 2,349,000 | £2,349,000 | £2349,000 [ £ 2,349,000
Advantages Disadvantages
» Simple solution — with no need to » |f spend reduces, the rebate will need to
chase subscriptions (which can incur increase which may then lead to the
cost of administration). perception that the NPS is not achieving
= Unlikely to attract VAT. best value for money.
» Potentiality reduces ownership — as it's
perceived to be a free service.

Model 3a — NPS is funded via Part Subscription/ Part Rebate

This model has been developed on the basis that the cost of the NPS will be funded via a combination of
subscription and rebate on spend. As per the above model, based on the assumption of £522M accessible
spend and a 50:50 split between subscription and rebate, the £16,000 subscription has been based on 72
public sector organisations (LG: 22; NHS: 8; Fire: 3; Police: 4; FE: 21; HE: 14.) which equates to a
contribution of £1,152,000 with a balance of £1,216,000 to fund. A rebate of 0.25% generates sufficient to
match the contributions by organisation and produce a small excess in the region of £90k.
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Model 3a - Part Subscription/Part Rebate 50:50 Yr2 Yr 3 Yrd Yr 5
Cost of NPS £ 2,368,000 | £ 2,368,000 | £ 2,368,000 [ £ 2,368,000 surplus
Balanceto | % Rebate
Organisati bsaiption (based on 72 isati Total Fe Val
ganisation subsaiption (based on 72 organisations) e Rebate Required alue
£ 16,000 | £ 1,152,000 | £ 1,216,000 025 £ 1305000] £ 89,000
Advantages Disadvantages

Increases ownership over and above
Model 2 — as a subscription is charged.
The combination of subscription/rebate
provides the facility to reduce the up
front subscription which may remove
potential barriers to sign up.

Even a part subscription may prohibit
organisations for signing up to the NPS.
More complex to administer than Model 1
and 2.

If spend reduces the rebate will need to
increase which may then lead to the
perception that the NPS is not achieving
best value for money.

Likely to attract VAT.

Model 3b — NPS is funded via Part Subscription based on savings/ Part Rebate

A hybrid of the above model, on the basis that the cost of the NPS will be funded via a combination of
subscription and rebate on spend. This time the subscription is calculated based on savings projections as
follows: LG (65%); WG (13%); NHS (17%); HE (1%); FE (2%): Police; Fire and FC (1%) each. A rebate of
0.25% generates sufficient to match the contributions by organisation and produce a small excess in the
region of £120k.

Model 3b- Part Subscription/Part Rebate 50:50 Yr2 Yr 3 Yr4 Yr 5
Cost of NPS £ 2,368,000 | £ 2,368,000 | £2,368,000 | £ 2,368,000 surplus
Balanceto | % Rebate
By Sector Total Fee ) Value
Rebate Required
LG Contribution £ 770,116
WG Contribution £ 155,303
NHS Contribution £ 196,129
HE Contribution £ 9,830
FE Contribution £ 23,764 | £ 1,184,000 0.25| £ 1,305,000
Police Contribution £ 13,023
Fire Contribution £ 8,270
EA, Forestry & Countryside Contribution £ 7,564
Total £ 1,184,000 £ 121,000

The added advantage of this model over an above that of 3a, is that there may be a perception that splitting
the contributions via saving projections by sector and not a flat organisational subscription is more equitable.

Finally, a further option of funding the service centrally could also be considered. This option is unlikely to
attract VAT,

On 2™ August 2012, the Procurement Board considered each of the above options and concluded that the
rebate mechanism is an attractive funding model for a mature service (as per the Scottish model and GPS).
However, until the NPS reaches the point of maturity, it is proposed that the NPS is centrally funded up to an
including year 3 and that a review is scheduled during year 2 so that savings can be accrued during year 3 to
enable a transition to a self funding rebate model.
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Baseline — Do Nothing

Option Overview

This option assumes that each individual public sector organisation will continue to procure goods and
services as they currently do, with sector and national collaboration on an ad hoc basis depending on
specific individual requirements.

This approach recognises that there will still be some national collaboration via existing working groups, but
a National Procurement Service would not be created.

The existing sourcing strategy group (CPPSG) managed through Value Wales will continue and this will work
with existing consortia to support the agreed delivery of a number of national contracts.

Further details on the current arrangements can be found in Section 6.2 of this document.

Financial Appraisal

Overview of Current Resources

The baseline data collected during 2011 has been utilised to provide an overview of the current procurement
resources related to the goods and services identified as part of a National Service.

The initial intention of the Baseline was to provide a detailed understanding of procurement in the Welsh
public sector. However, due to the complex nature of the data required and in order to meet the time scales
identified, it was agreed that the respondents should focus on the specific elements of relevance for the
Options Appraisal, namely:

Total cost of Sourcing (specification drafting, tendering and contract management);
Total FTE (and per category, if available);
Current Consortia Arrangements.

The following are included within scope for the baseline exercise:

Sourcing (more than 50% of an individual's time) — includes specification drafting, tendering and
contract management;

All categories of spend;
All organisations — consortia and individual organisations, including schools.

The background to the baseline data collection process and details of how the baseline data has been
analysed to provide the figures in this section is detailed in Appendix 6.

The table below (Figure 8.2) focuses on showing the resources that relate to just the in scope categories for
a National Procurement Service (as detailed within Section 6.4 of this document) and the number of full time
equivalents (FTE) that are working across the public sector to currently deliver contracts in these areas. It
should be noted that these FTESs could be either based in individual public sector organisations or in existing
consortia.

The baseline analysis asked respondents to identify all staff that spend over 50% of their time on
sourcing/contract management activities and to allocate their time to each of the high level product/service
category classifications. Where this was not possible, respondents were asked to provide a General figure
which related to staff that spent over 50% of their time on sourcing activities. There were a total of 91.1 FTE
that were allocated to this General figure.

When the General figure was investigated further, it was identified that half of FTEs within this grouping were
made up from FE, HE, Police and Fire (44.8 of a total 91.1 FTE). The remainder was split between Local
Government and the Welsh Government (46.3 FTE). The spend within FE, FE, Police and Fire represents a
small proportion of the overall spend within the NPS scope, £34m of the total £522m accessible spend. The
General resources have therefore been reduced to remove these sectors and of the remaining General
figure only 20% of this has been used (to reflect that on average only 20% of each organisation's spend
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related to common and repetitive spend categories).

This General grouping therefore had to be apportioned to reflect a percentage of FTE time that relates to the

in scope category areas.

Figure 8.2 — Current FTEs undertaking Procurement Activity on Common & Repetitive Spend Categories

Category Classification

Building Construction Materials

Catering
Cleaning & Janitorial

Clothing

Consultancy
Education

Facilities & Management Services

Furniture & Soft Furnishings
Healthcare
Human Resources

Information Communication Tech.

Legal Services

Mail Services

Stationery

Utilities

Vehicle Management
General

TOTAL

Cost of Current Resources

In Scope Areas (CaRs)

General materials, electrical supplies &

equipment hire

Catering supplies, food and vending

Cleaning materials & equipment

Uniforms, work wear, protective & safety

equipment
Business and technical consultancy

Audio visual equipment & supplies

Maintenance services, travel, advertising

and printers

Office furniture & equipment
Medical & mobility equipment
Employment agencies & translators

Hardware, consumables, software,
telecoms, network & support

Solicitors

Postal services, couriers & mailing
equipment

Paper & general stationery supplies
Electricity, gas and petroleum

Vehicle acquisition, lease and hire

4.5

4.5

0.9

15

1.3

2.4

2.3

0.7

1.7

3.9

0.1

0.1

1.9

2.7

10.9

9.3

50.6

FTE Included

The baseline analysis includes details on the total direct staff costs in relation to the FTEs identified as
spending over 50% of their time on sourcing activities. The costs relate to the total FTEs provided across all
requested product/service categories and not just those that are proposed candidates for the National
Procurement Service. Through the analysis of the baseline responses, it was identified that there were
significant variances between average staff costs and therefore the NPS TOM Project Team were asked to
re-confirm average staff costs so a more accurate staff cost could be included as part of the current cost

identification process.
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The average cost of a procurement resource is £30,648 (including on-costs) based on responses from the
NHS, 10 Local Authorities and Higher and Further Education. These costs will need further review as part of
the due diligence process when developing the Build stage of the project.

The total cost of resources relating to the in scope categories is therefore £1,550,789 (i.e. average resource
cost multiplied by the identified FTES) per annum.

It should be noted that this does not include any management overheads and only includes those
operational staff that are currently developing specifications, running tenders and managing contracts. Both
the TOM Project Team and the Task & Finish Group highlighted that the true costs of the current resources
needed to include an element of management time as part of the baseline analysis review process. Ifitis
assumed that there is a range of between 15% and 20% overhead relating to management, then the total
costs are therefore in the range of between £1,783,407 and £1,860,946 per annum.

Cost of Collaborative Arrangements

There are a number of fees that are paid by the Welsh public sector to support the current collaborative
working arrangements. These fees are over and above the resource costs that have been identified within
Section 8.2.2.2 above and could be impacted by a National Procurement Service. There could also be an
opportunity to divert parts of this funding to support the NPS. This will need to be investigated further at the
Build stage of the project.

The funding streams are as follows:-

Local Authorities — payments to the Welsh Purchasing Consortium (£14k p.a. for each WPC
member, plus additional funding for WPC Utilities team TBC), payments to the North Wales
Procurement Partnership (E40k p.a. for each NWPP member - TBC by GG).

Further Education — subscriptions to support the WFEPC (approx £3.5k per institution per annum)
across all FE establishments.

Higher Education — payments for HEPCW membership (E5k per institution per annum)
Fire — payments for Blue Light membership and WPC (approx £3.5k p.a. for South Wales)

Collaborative Savings Programme

The current work programme of the Value Wales VM team is directed by the all Wales Sourcing Strategy —
‘Smarter Buying — Sharing Success’. The current portfolio includes 14 framework agreements.

These agreements have realised savings in excess of £125million to 30™ March 2011. As at 1% April 2011 the
savings calculations have been base lined and an updated savings calculation methodology signed off.

Feedback from stakeholders, and in response to the ‘Buying Smarter in Tougher Times’ report identifies that
organisations across Wales want to see more new contracting activity from the Value Wales team.

To achieve this within current resources it has been necessary to review the current portfolio and identify
areas of activity where Value Wales resources and support can be scaled back or withdrawn. The aim of this
is to release resource to focus on new areas of activity.

The revised programme has been circulated and aims to continue to actively support cross sector
collaborative projects that can continue to deliver savings across Wales. Where Value Wales resource
activity is currently focused in primarily sector related activity it is proposed that this is scaled back and
transition plans agreed with the appropriate sector representation. In addition new areas of activity have
been identified which will enable Value Wales to deliver savings of between £3 to £5m per annum over the
coming years.

A key new development in the forward programme planning is the option for sector collaborative bodies to
put forward projects for consideration of additional Value Wales resource. This will not be full time deployed
resource but will allow us to offer targeted and time limited resource support to projects that can deliver
collaborative benefit — either within a sector or across sectors.

A more detailed work programme will be available in March 2013 and the achievement of the work
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programme will be subject to ongoing budget challenges/reductions.

Financial Appraisal

While a full financial appraisal is not appropriate for this option, this section aims to show the current costs
and planned savings for the Do Nothing option so that the proposed costs and savings of the short-listed
operating models can be effectively compared.

The table in Figure 8.2a below provides a summary of the current costs of resources (as defined in Section
8.2.2.2) along with the expected savings that will be delivered from existing collaborative savings
programmes. This information has been provided by the NHS, NWPP, WPC and Value Wales and includes
estimated projected savings for the coming years.

Figure 8.2a — Indicative Financial Savings Model for Do Nothing

Projected Savings For Do Nothing

Total Cost of Do Mothing 0

Cash Savings 0 8,689 8,689 5,689 8,689 8,689

Deficit/Surplus 0 6,624 6,628 6,828 6.628 6,628

NPV (3.5% 0 6,597 6,374 6,158 5.950 5,749
0

12,972 19,130 25,080 30,829

The figures within Figure 8.2a do not include any of the collaborative financial contributions that have been
identified in Section 8.2.2.3 and only represent resource costs as defined in Section 8.2.2.2. It should also
be noted that no Set Up figures have been included in YO as the structure already exists.

The figures show a cumulative 5 year NPV of £30.8m
Advantages & Disadvantages

The following advantages and disadvantages within Figure 8.3 below have been identified for this option
based on feedback from the NPS TOM Project Team and Task & Finish Group.

Figure 8.3 — Advantages & Disadvantages of the Do Nothing Option

Option Advantages Option Disadvantages

Existing Collaborative Savings Programme will No step change in collaboration to deliver a strategic
continue to deliver savings for Wales. approach to common and repetitive spend areas.
Perceived that local economy drivers are better No focused accountability/responsibility for a delivery of
considered through existing delivery model. a strategic approach.

Opportunity to leverage procurement scale No co-ordinated approach to improving the quality of
through existing collaborative programme. procurement across Wales.

Existing collaboration demonstrates ability to Uncoordinated and limited sharing of procurement
achieve potential savings, but only through expertise and skills.

leveraging scale. Limited pace of change to support the Ministers defined

programme for Government.

Potentially less frameworks to draw on over time as
limited focus on collaboration.

Existing delivery model will impact on the efficient
management and delivery of contracts.

Current capacity has reached it's limit, therefore limited
resources to meet demands from a national sourcing
strategy.

No guarantee that resources will remain available in
Value Wales to deliver collaborative contracts due to
potential budget constraints.
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Option Advantages Option Disadvantages

Difficult to ensure compliance with policy and best
practice as delivery is dispersed across individual
organisations.

No consideration of demand management savings
opportunities in existing approach to collaboration.

Local drivers may impact on ability to enforce use of
standard processes.

Key Risks

The key risks to be considered in relation to this option are as follows:-

Existing structure and governance approach will not deliver required step change in procurement
effectiveness or quality;

Savings potential will not be achieved due to lack of focus and commitment from resources;

Procurement activity is only focused on leveraging scale and will therefore not deliver increased
levels of savings;

The delivery of the wider Government policy agenda could be influenced by local drivers;

Current scarce resources to deliver existing requirements so there is potential for planned savings
not to be achieved.

Option Summary

While there has already been a level of collaboration across the Welsh public sector for some time, there
have been significant challenges in relation to effective governance and the timely delivery of quality
contracts. If the investment objectives are to be achieved then there needs to be a step change in the
approach and attitude to collaboration with increased focus and commitment from stakeholders to drive the
required change. The analysis of this option against the CSFs identifies that the objectives can not be
achieved through continuing with the current arrangements. It should be noted that the Procurement Board
has confirmed that they do not feel the “Do Nothing” option is viable and that change is required.
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Alternative Operating Models

Introduction

A preferred short list of two distinct options has been developed, namely: ‘Building on Existing
Arrangements’ and ‘Establishing a Single Arrangement’ (which would include hosted and a joint venture sub-
options). Having reviewed the feedback from the Show Stoppers consultation exercise (detailed feedback
report is in Appendix 11), there appeared to be perception that utilising existing structures could realise quick
wins. In addition, whilst there was less support for a ‘Hosted’ option or a Joint Venture, there was a strong
perception from respondents that common and repetitive spend should be undertaken by Value Wales
through utilising existing resources and this could be seen as a variant of the Build on Existing Consortia &
Structures option (Option 2), rather than a ‘hosted’ solution. It is recognised that if the Hosted option were to
be delivered by Value Wales then this would be the same as the Central Delivery Model within Building on
Existing Consortia & Structures. The different options are represented in the diagram below (Figure 8.4) in a

continuum of options.

The subsequent sections of the report will therefore focus on three options:

Build on Existing Consortia & Structures — this includes two delivery options:

Networked Delivery Model (Section 8.4)

Central Delivery Model (Section 8.5)

Hosted Operation — by a nominated public sector organisation (Section 8.6)

Standalone Organisation - Public Sector Joint Venture (Section 8.7)

Figure 8.4 — NPS Continuum of Delivery Model Options

Diagram of a continuum of options
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Building on Existing Consortia & Structures - Networked Solution

Option Overview

This option assumes that national collaboration, and the delivery of a National Procurement Service is
achieved via a virtual model utilising the existing structure and network of consortia that are already in
operation across sectors. The existing structures/consortia are detailed within Section 6.2 of this document.
This option has been developed with the input of the TOM Project Team including stakeholders from the
Welsh Purchasing Consortium, Value Wales, the North Wales Procurement Partnership and the NHS
Procurement Shared Service to ensure it is fit for purpose.

The national contract programme would be agreed across Wales through the National Procurement Service
Board and the agreed national sourcing requirements would then be allocated to existing structures/consortia
to implement. The existing structures/consortia would take responsibility for delivery of their agreed set of
national contracts (through a category management approach) which they would procure on behalf of all
sectors across Wales.

Service level agreements will need to be developed at the outset to ensure that the service to be delivered
by each structures/consortia is clearly defined and understood by all members.

Governance would be through two Boards — the National Procurement Service Board at a strategic level and
an Operational Board to manage operational performance on a more frequent basis. The Operational Board
will be made up of accountable representatives from the consortia and other stakeholders across the public
sector. There could be potential to redefine existing stakeholders groups to facilitate this operational
governance (e.g. the CPPSG - Collaborative Procurement and Policy Steering Group).

The potential requirement for additional resources within each existing structure/consortia to deliver the
national contract work can not be quantified at this time as it is dependent on how the categories are
allocated, however Section 8.1.3.4 details the overall required category related resources which would be
required and this has been used as the basis for costing this option along with the additional central
resources that would be required to support service delivery.

The proposed model for this option is detailed in the diagram below (Figure 8.5) and is described within the
following sections. Note that the allocation of categories within the diagram is for illustrative purposes only.

= Provides strategic direction
National Procurement Service Board + Sets targets
= Actively champions the NPS

= Provides governance & leadership
- Translates strategy into delivery

et o) -

% L Head of NPS | =Creates effective relationships

| =Acts as a champion

s i =Lead & directs the team

|

i Existing VWV Teams

5 Puolicy & Best Practice
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. =RRepresents views of sector

| = Takes responsibility for sector involvement A

: «Acts as point of escalation for issues

» Monitors & challenges ongoing performance
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Category 6 = Contract manages suppliers
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= Implements best practice procurement |

|

L # Category 5 Category Managers/Officers | J
\
\

Figure 8.5 — NPS Operating Model for Building on Existing Consortia & Structures - Networked
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Governance

The governance described within Section 8.1.1 of this document would be appropriate for this option, with an
NPS Board representing the senior level stakeholders and a Head of NPS being recruited to run the NPS on
a day to day basis. The Head of NPS would be employed either by the Welsh Government or by one of the
existing consortia or structures with recognition that the funding and liability (pension etc.) would need to be
agreed as part of the implementation stage so as to protect the employing organisation.

Due to the fact that delivery resources will be spread across the public sector in this option, there is a need
to create an NPS Operational Board to support the effective day to day running of the Service. This Board
will be the collective group that will support the operational delivery of the NPS and ensure the required
performance targets are met and maintained.

The Board will consist of an accountable officer from each organisation that is providing delivery capability
for the NPS i.e. the category teams and will be chaired by the Head of NPS. The Board will meet on a
monthly basis and will have the following remit:-

to fully support the establishment and ongoing operations of the NPS, offering advice and direction
as necessary;

to act as the key point of contact for issue escalation and resolution for the sector;

to advise on and facilitate the dissemination of relevant information to sectoral purchasers;
to contribute to the development of the annual work programme;

to monitor and challenge ongoing performance both within sector and across other sectors;

to plan, monitor and measure value for money savings.

Structure & Resources

Central NPS Team

While it is recognised that the majority of the operational work will be undertaken by existing consortia and
structures within this option, there will still need to be a small team that supports the Head of NPS.

This team will support the management and monitoring of the agreed category sourcing plans and the
subsequent delivery of savings to stakeholder organisations. A central overview will be required of all
Category Forums and procurement related activity to support the Head of NPS and inform the Operating
Board and NPSB. This team will include staff responsible for collecting management information from
stakeholders for monitoring and reporting and administration to support the co-ordination effort required in
managing a wide stakeholder delivery group. This team will also be responsible for communications.
Existing resources in Value Wales will be accessed to provide guidance on policy and best practice and
system developments e.g. xchange Wales.

Sector/Consortia Accountable Officers

Within a model that builds on existing consortia and structures it is critical to ensure that there is effective
accountability for the delivery and achievement of the NPS targets and objectives as the workload is spread
across a diverse range of organisations. Each sector or consortia (where appropriate) must therefore
nominate an accountable officer who can represent and take responsibility for the deliverables from their
sector/consortia. This individual will sit on the Operational Board and support the day to day operations of
the NPS through acting as the key point of contact for issue escalation and resolution for the sector.

Category Teams

The Category teams within this option will be provided by existing consortia and structures and therefore
staff will be employed by their respective organisations. The staff will continue to have reporting lines within
their own organisations and specifically to their NPS Sector Accountable Officer, but they will have a dotted
reporting line into the Head of NPS and their team to ensure effective communication on their day to day
activity and progress. The team will implement Category Forums as described in Section 8.1.2.1 of this
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document.

A fundamental aspect of building on existing arrangements is the consideration of how categories will be
allocated to organisations so that the delivery of the required work can be undertaken. The NPS will need to
develop a process for allocating categories based on nominations from sectors that would want to deliver
them. The nomination process will need to consider the spend in the category area and the key sector
stakeholders, along with the previous expertise and experience within the category across sectors. Itis
suggested that the process will need to include the review and agreement by the NPS Board and the
detailed process will need to be agreed as part of the implementation of the chosen delivery model.

Where the category requires more than one individual to deliver the required workload — there may be an
opportunity to nominate a lead Category Manager within one organisation, but for further support to be
provided from other organisations. This would create a complex model of delivery but would ensure that
sector related expertise and credibility was maintained by the NPS. There may be an opportunity to consider
secondment of staff from one organisation to another to facilitate this shared approach.

While resources would remain within existing consortia and structures to deliver this option, there may still be
a TUPE risk if one sector is tasked with undertaking a category and staff are no longer required to undertake
the role within their own sector. The full extent of the potential issue can not be understood until categories
have been allocated in principle to sectors and the resultant reduction in a sector's workload is fully
quantified. It may be that the work can be allocated so as to make use of all individuals that spend over 70%
of their time on the NPS categories so as to minimise any impacts.

Financial Appraisal

The financial model for this option is split into five main categories detailed below in Figure 8.5a and the
associated costs are also identified.

Figure 8.5a — Financial Model Costs for Building on Existing — Networked Solution

Financial Category Summary of Costs Included Total Category Costs

Implementation Costs These have been detailed further in Section £828,000
8.1.5 of this document.

Set Up Costs Specific additional one off costs required to  £72,000
set up this networked option for example
legal, recruitment, systems & technology.

Ongoing Running Costs  Per Annum costs required to deliver the £222,000 (Low Resources)
NPS _through a networked option on an £250,000 (High Resources)
ongoing basis.

Staff Costs Per Annum costs associated with the staff ~ £1,464,600 (Low Resources)
req_uwed to deliver the networked NPS £1,993,800 (High Resources)
option.

Cash Savings Savings that have been identified through The Cash Savings figures build up

the analysis of spend and opportunity for to the Low Savings figure of £9.2m

the agreed common and repetitive spend detailed previously within this

commodities. document and the High Savings
build up to the £24.6m.

The assumptions relating to each category for this option have been detailed in Appendix 7.

Based on the assumptions detailed in Appendix 7, the financial model for this option takes into account a
range of possible scenarios, which are as follows:-

1) Low savings projections and low resource requirements (Fig 8.6),
2) Low savings projections and high resource requirements (Fig 8.6),
3) High savings projections and low resource requirements (Fig 8.7) and finally;
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4) High savings projections and high resource requirements (Fig 8.8).

The YO cost figure includes the Model Set Up Costs and the Implementation Costs, the Y1 onwards includes
the Ongoing Running Costs and the Staff Costs as detailed in this section of the document.

Figure 8.6 — Financial Model for Building on Existing — Networked Solution — Low Savings

) Yo Y1 Y2 Y3 Y4 Y5
Low Savings/Low Resources £000s £000s £000s £000s £000s £000s
Total Cost of Build on Existing Networked 900 1,667 1,687 1,687 1.6687 1,687
Cash Savings 0 1.728 7,467 9.159 9.159 9.159
Deficit/Surplus -900 4 5,781 7.473 7.473 7473
NPV (3.5% 900 0 £ 396 5,740 5512 6092
Cumulative NPV r 11,276 17,788 24,080

. . ¥1 Y2 Y3 Y4 Y5
e £000s £000s £000s £000s £000s £000s
Total Cost of Build on Existing Networked 900 2,244 2,244 2,244 2,244 2,244
Cash Savings 0 1,728 7,467 9,159 9,159 9,159
Deficit/Surplus -900 516 5,224 6,916 6.916 6,916
NPV (3.5% -300 -198 4,876 6,237 6,026 5,823

Cumulative NPV . -1,398 3,478 9,715 15,741 21,564

Both options that relate to low savings return a positive cumulative NPV in Year 2.

Figure 8.7 — Financial Model for Building on Existing — Networked Solution — High Savings

High Savings/Low Resources ALl L LFs LE] LL) L
9 9 £000s £000s £000s £000s £000s £000s
Total Cost of Build on Existing Networked 900 1,667 1,687 1,687 1.6687 1,687
Cash Savings ] 4,245 18,887 24 644 24 644 24,644
Deficit/Surplus -900 2,558 17,201 22,958 22 958 22 958
NPV (3.5% -900 2472 16,057 20,706 20,004 19,330
Cumulative NPV

. . . ¥1 Y2 Y3 Y4 Y5
e £000s £000s £000s £000s £000s
Total Cost of Build on Existing Networked 2,244 2,244 2,244 2,244 2,244
Cash Savings 0 4,245 18.887 24 644 24 644 24,644
Deficit/Surplus -900 2,002 16,643 22,401 22,401 22,401
NPV (3.5% -300 1,934 15,637 20,203 19,620 18,861
Cumulative NPV 4 16,570 36,774 56,293 75,155

Both options that relate to high savings return a positive cumulative NPV in Year 1.

Advantages & Disadvantages

The following advantages and disadvantages detailed in Figure 8.8 have been identified for this option based
on feedback from the NPS TOM Project Team and Task & Finish Group. The feedback from stakeholders at
the Town Hall event (see Section 9.2) has also been included.

Figure 8.8 — Advantages & Disadvantages of the Building on Existing — Networked Solution Option

Option Advantages Option Disadvantages

Perception that local economy drivers are better Strategic governance will be challenging due to the
considered through networked delivery model dispersed nature of service delivery.

enabling local control. Complex structure with lack of clarity around

Provides an opportunity to increase procurement  accountability/responsibility for the delivery of a
resources locally to develop current under capacity strategic approach.

in the local public procurement environment. Individual sector based objectives and policy drivers

Potential for increased stakeholder engagement could influence delivery.
and take up as stakeholders will be delivering the

contracts themselves. Difficult to ensure quality as delivery is dispersed
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Option Advantages Option Disadvantages

Local sector knowledge and expertise is across individual organisations.
maintained and utilised. Development of new skills may be more difficult.
Existing collaboration demonstrates ability to Dispersed delivery model may impact on the efficient

achieve potential savings from leveraging scale.  management and delivery of contracts.

Stakeholder commitment due to active involvement pifficult to ensure compliance with policy and best

in delivery. practice as delivery is dispersed across individual
Many contracts in existence or due for re-let can ~ Organisations/existing consortia.

more easily be refined and expanded upon to Potential for limited savings as there is a view that
include other partners. things will largely continue as before.

Option will provide savings in the first year of Complexity of using a dispersed model may impact on

operation based on projected high savings targets. savings opportunities especially in new areas of
demand management etc.

Local drivers may impact on ability to enforce use of
standard process therefore limiting process efficiency
gains.

Potential TUPE implications even with multiple
organisations delivering the service.

Perception that existing structures in place will support
a quicker implementation than other options. The
complexity of category allocation and reconciliation per
sector will be a huge challenge and more lengthy to
deliver.

Option will still need investment in set up despite
resources already existing in consortia.

Key Risks
The key risks to be considered in relation to this option are as follows:-

Utilising existing structures will not deliver required step change in procurement effectiveness or
quality due to the complexity of model;

Savings potential will not be achieved due to local pressures being placed on resources;

Savings will not be delivered due to complexity of the dispersed model and the ability to effectively
govern the developed structure;

The delivery of the wider Government policy agenda will be diluted due to local influences.

Option Summary

This option provides a cumulative NPV return of £21.6m over a 5 year period based on low savings (and
high resources) and a cumulative NPV return of £75m over 5 years based on high savings.

The figures above assume that the full savings could be achieved through this option and while the
opportunity to build in existing consortia and structures initially appears to provide a number of quick wins,
the complexity of the proposed model along with the challenges relating to accountability and the current
location of potential resources means that this option isn't as straightforward as it seems.

The risk associated with of the option actually achieving all of the required savings across the four
procurement themes is high. If resources will need to be moved between consortia/structures to achieve this
option then a more focused solution with resources in one place may deliver better results with reduced
complexity of set up. The time that the option will take to set up, e.g. agreeing the split of categories
between consortia and who will deliver the work, will also impact on the option's effectiveness to deliver the
investment objectives and the NPS vision.
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Building on Existing Consortia & Structures — Central Delivery Option

Option Overview

This option assumes that Value Wales will take responsibility for the delivery of the National Procurement
Service on behalf of all sectors. Value Wales will employ staff to deliver the agreed national contract plan
(sourcing through to contract management) and also provide the management role on a day to day basis for
the Service.

The Service will be delivered separately to Value Wales' own internal procurement function/requirements.
Each sector would be represented through a structured framework of category forums to ensure that
technical requirements were input as required.

Service level agreements will need to be developed at the outset to ensure that the service to be delivered is
clearly defined and understood by all members.

Governance would be through two Boards — the National Procurement Service Board at a strategic level and
an Operational Board to manage operational performance on a more frequent basis. The Operational Board
will be made up of accountable representatives from the consortia and other stakeholders across the public
sector. There could be potential to redefine existing stakeholders groups to facilitate this operational
governance (e.g. the CPPSG — Collaborative Procurement and Policy Steering Group). The Chair of the
NPS Board would be ministerially approved and the NPS would be subject to Ministerial policy.

Section 8.1.3.4 details the overall required category related resources which would be required and this has
been used as the basis for costing this option along with the additional central resources that would be
required to support service delivery.

The proposed model for this option is detailed in the diagram below (Figure 8.9) and is described within the
following sections.

= Provides strategic direction
Mational Procure ment Service Board - Sets targets
= Actively champions the NPS

Value Wales Head of NPS

= Provides governance & leadership
= Translates strategy into delivery

= Creates effective relationships
=Acts as a champion

»Lead & directs the team

Existing VWV Teams

Category Managers/Officers
» Develops specifications
Finance

= Undertakes tendering activity
* Contract manages suppliers Catego Systems Legal _
= Influences demand management Oﬁ'\gerrgr Officer Policy & Best Practice
= Implements best practice procurement Systems
Admin Support
Officers

+ Head of NPS
[

Catagory MI & Systems
Managers Manager

-
-

= Represents views of sector
. MPS Operational Board - Takes responsibility for sector involvement
=Acts as point of escalation for issues
? = Monitors & challenges ongoing performance

Accountable Accountable Accountable Accountable Accountable
Officer COfficer Officer Officer Officer
NHS LG VW FE/MHE Fire/Police

Figure 8.9 — NPS Operating Model for Build on Existing — Central Delivery Option
Governance

The governance described within Section 8.1.1 of this document would be appropriate for this option, with an
NPS Board representing the senior level stakeholders and a Head of NPS being recruited to run the NPS on
a day to day basis. The Head of NPS would be employed by the Welsh Government.
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An NPS Operational Board will be created to support the effective day to day running of the Service. This
Board will be the collective group that will support the operational delivery of the NPS and ensure the
required performance targets are met and maintained.

The Board will consist of an accountable officer from each sector and will be chaired by the Head of NPS.
The Board will meet on a monthly basis and will have the following remit:-

to fully support the establishment and ongoing operations of the NPS, offering advice and direction
as necessary;

to act as the key point of contact for issue escalation and resolution for the sector;

to advise on and facilitate the dissemination of relevant information to sectoral purchasers;
to contribute to the development of the annual work programme;

to monitor and challenge ongoing performance both within sector and across other sectors;

to plan, monitor and measure value for money savings.

Structure & Resources

Central NPS Team

All of the operational work in this option will be undertaken by a central NPS team hosted, managed and
delivered by Value Wales and run by the Head of NPS.

The Category teams within this option will be employed by Value Wales. The staff will have both an
operational and HR reporting line to the Head of NPS. The team will implement Category Forums as
described in Section 8.1.2.1 of this document.

As resources would be within one organisation to deliver this option, there may be a TUPE risk as staff are
no longer required to undertake the role within their own sector. The full extent of the potential issue can not
be understood at this stage, however the baseline activity identified a number of individuals who were
spending over 50% of their time on the identified NPS categories. Further work will be required during the
implementation stage to identify these individuals and consider how they could either be utilised by the NPS
or be allocated to other work within their own organisation. There may be an opportunity to consider
secondment of staff from one organisation to Value Wales to facilitate this option and avoid any TUPE
issues. This would also benefit the NPS as staff with sector based knowledge and experience would then
form part of the new NPS team and add credibility to the Category Forums and engagement with technical
user staff.

In addition to the category teams, there is also a requirement for resources to support the management and
monitoring of the agreed category sourcing plans and the subsequent delivery of savings to stakeholder
organisations.

A central overview will be required of all Category Forums and procurement related activity to support the
Head of NPS and inform the Operating Board and NPSB. This team will include staff responsible for
collecting management information from stakeholders for monitoring and reporting. This team will also be
responsible for communications. The team will consist of a Manager and a Systems Officer with further
administrative support also being part of this team to provide further support to the Category Managers and
Officers. This team will provide support in loading tenders into the online portals, managing related
catalogues and providing general support in relation to contract management.

Existing resources in Value Wales will be accessed to provide guidance on policy and best practice and
system developments e.g. xchange Wales. Value Wales will also be expected to provide legal and financial
support for the NPS and it should be noted that charges for these services may be incurred by the NPS.
These costs will need to be agreed as part of the due diligence process.

Sector/Consortia Accountable Officers

Within a model that requires one organisation to deliver the required service, it is still critical to ensure that
there is effective accountability for the delivery of the NPS targets and objectives across stakeholder
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organisations. The NPS will need to influence a large number of organisations and is dependent on them
using the required contracts and participating in Category Forums to deliver the benefits. Each sector or
consortia (where appropriate) must therefore nominate an accountable officer who can represent and take
responsibility for their sector/consortia at an operational level. This individual will sit on the Operational
Board and support the day to day operations of the NPS through acting as the key point of contact for issue
escalation and resolution for the sector.

Financial Appraisal

The financial model for this option is split into five main categories detailed below in Figure 8.9a and the
associated costs are also identified.

Figure 8.9a — Financial Model Costs for Building on Existing — Central Delivery Solution

Financial Category Summary of Costs Included Total Category Costs

Implementation Costs These have been detailed further in Section £552,000
8.1.5 of this document.

Set Up Costs One off set up costs for a host organisation £143,400 (Low Resources)
to work on behalf of others would need to £158,600 (High Resources)
include legal support to enable the new
organisation constitution to be developed,
alongside providing support for other areas
such as TUPE. There would be related
infrastructure costs for the new organisation
in terms of technology and other facilities.
There may be additional recruitment costs
in addition to possible transfer of staff..

Ongoing Running Costs  Per Annum costs required to deliver the £339,401 (Low Resources)
NPS _through a central delivery option on an £416,359 (High Resources)
ongoing basis.

Staff Costs Per Annum costs associated with the staff ~ £1,434,900 (Low Resources)
req_uwed to deliver the central delivery NPS £1,951,500 (High Resources)
option.

Cash Savings Savings that have been identified through The Cash Savings figures build up

the analysis of spend and opportunity for to the Low Savings figure of £9.2m

the agreed common and repetitive spend per annum detailed previously

commodities. within this document and the High
Savings build up to the £24.6m per
annum.

The assumptions relating to each category for this option have been detailed in Appendix 7.

Based on the assumptions detailed in Appendix 7, the financial model for this option takes into account
various possible scenarios, which are:-

1) Low savings projections and low resource requirements (Fig 8.10),
2) Low savings projections and high resource requirements (Fig 8.10),
3) High savings projections and low resource requirements (Fig 8.11) and finally;

4) High savings projections and high resource requirements (Fig 8.11).
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Figure 8.10 — Financial Model for Build on Existing — Central Delivery Model — Low Savings

B Y0 Y1 Y2 Y3 Y4 Y5
(T ST T S E =S £000s £000s £000s £000s £000s £000s
Total Cost of Central Delivery 635 1,774 1,774 1,774 1,774 1,774
Cash Savings 0 1.728 7467 g 159 §.159 9 159
Deficit/Surplus -695 -46 5,693 7,385 7,385 7,385
NPV (3.6% 595 45 £.314 B.661 6,435 5,218

Cumulative NPV - 17,670 23,888

Low Savings/High Resources

Total Cost of Central Delivery 2,368 2,368 2,368 2,368 2,368
Cash Savings 0 1,728 7467 9,159 9.159 9,159
Deficit/Surplus -695 540 5,099 6,791 6,791 6,791
NPV (3.5% -695 518 4.760 6,125 5.918 5,718

Cumulative NPV

Both options that relate to low savings return a positive cumulative NPV in Year 2.

Figure 8.11 — Financial Model for Build on Existing — Central Delivery Model — High Savings

High Savings/Low Resources

Total Cost of Central Delivery 635 1,774 1,774 1,774 1,774 1,774
Cash Savings 0 4.245 18,887 24,644 24,644 24,644
Deficit/Surplus -695 2,47 17,113 22,870 22,870 22,870
MNPV (3.5% 595 2,388 15,975 20,627 19,929 19,257

High Savings/High Resources

Total Cost of Central Delivery 635 2,368 2,368 2,368 2,368 2,368
Cash Savings 0 4.245 18.887 24,644 24,644 24 644
Deficit/Surplus -695 1,878 16,519 22277 22277 22277
MNPV (3.5% -695 1.814 15,421 20,091 19,412 18,7457

Cumulative NPV 74,799

Both options that relate to high savings return a positive cumulative NPV in Year 1.

Advantages & Disadvantages

The following advantages and disadvantages detailed in Figure 8.12 have been identified for this option
based on feedback from the NPS TOM Project Team and Task & Finish Group. The feedback from
stakeholders at the Town Hall event (see Section 9.2) has also been included.

Figure 8.12 — Advantages & Disadvantages of the Building on Existing — Central Delivery Model Option

Option Advantages Option Disadvantages

Creates a strategic dedicated vehicle for delivering Loss of local control as it is a perceived that it will not
the identified categories. take into account individual sector based objectives

Resources centrally managed so quality can be and policy drivers.

effectively monitored and managed. Perception that option is seen as remote from

The supply base can be centrally managed and individual organisations and supplier community.

influenced to support a positive impact on the Lack of direct ownership will impact on the influence
Welsh economy as a whole. and buy-in from organisations.

The Unit can support and influence the wider Staff resources will have limited opportunity to develop
Welsh Government Policy Agenda through it's their skills into other areas of procurement (the other
close links. 80%) to develop Welsh procurement capacity.
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Option Advantages Option Disadvantages

Central management provides ability to enforce Procurement skills are centrally developed and not
compliance to category management principles within individual organisations.
and policy drivers.

Perception that option may not take into account
Central delivery enables stakeholders to be individual sector based objectives and policy drivers.
managed consistently and contracts can be closely

; ) Potential TUPE implications with one organisation
monitored to ensure they are fit for purpose.

delivering the service.

Simple to understand and communicate. Option will still need investment in set up despite

Existing collaboration demonstrates ability to resources already existing in consortia.
achieve potential savings from leveraging scale.

Central delivery enables effective implementation
and adherence to one standard process for
developing procurement strategies.

Relative ease of implementation due to simple
central design. Existing resources could be used
for timely implementation.

Option will provide savings in first year of operation
based on projected savings targets.

Key Risks
The key risks to be considered in relation to this option are as follows:-

Savings will not be delivered from demand management and best practice due to lack of capability in
existing resources;

Savings will not be delivered as organisations will not effectively engage with the host organisation to
support contract development;

Perceived credibility of host organisations ability to deliver NPS could impact on stakeholder
engagement and delivery of savings.

Option Summary

This option provides a cumulative NPV return of £21.2m over a 5 year period based on low savings (and
high resources) and a cumulative NPV return of £74.8m over 5 years based on high savings.

Stakeholders must recognise the need to change the way in which collaboration is delivered if the Welsh
public sector are to achieve the investment objectives detailed within this document and confirmed within
Buying Smarter in Tougher Times.

Developing a central delivery model based on existing structures and consortia provides the required
dedicated focus to make the step change required to deliver the expected savings. By managing the Service
centrally there is a better opportunity to implement and consistently utilise standard approaches and achieve
greater efficiencies. Staff are able to share knowledge and expertise and give the required focus to the
delivery of the category strategies rather than it being an additional responsibility of an existing function.

Having Value Wales deliver the Service means that existing collaborative resources could be allocated to the
new Service and this option will support a timely set up and implementation stage. As policy is also
developed within the Welsh Government the Service will be well positioned to influence the future direction of
policy and represent stakeholders through greater understanding of their organisational challenges.
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Hosted Operation

Option Overview

This option assumes that a public sector organisation will take responsibility for the delivery of the National
Procurement Service on behalf of all sectors. This host organisation will employ staff to deliver the agreed
national contract plan (sourcing through to contract management) and also provide the management role on
a day to day basis for the Service.

The Service will be delivered separately to the host's own internal procurement function/requirements. Each
sector would be represented through a structured framework of category forums to ensure that
technical/user requirements were input as required.

Service level agreements will need to be developed at the outset to ensure that the service to be delivered is
clearly defined and understood by all members.

Governance would be through two Boards — the National Procurement Service Board at a strategic level and
an Operational Board to manage operational performance on a more frequent basis. The Operational Board
will be made up of accountable representatives from the consortia and other stakeholders across the public
sector. There could be potential to redefine existing stakeholders groups to facilitate this operational
governance (e.g. the CPPSG — Collaborative Procurement and Policy Steering Group).

Section 8.1.3.4 details the overall category related resources which would be required and this has been
used as the basis for costing this option along with the additional central resources that would be required to
support service delivery.

The proposed model for this option is detailed in the diagram below (Figure 8.13) and is described within the
following sections.

» Provides strategic direction
National Procurement Service Board = Setstargets
= Actively champions the NPS

Head of NPS
» Provides governance & leadership S
« Translates strategy into delivery Host Organisation
= Creates effective relationships Exsting Host
= Acts as a champion i
« Lead & directs the team ‘7' tHead il - Organisation Teams
Finance
Category MI & Systems Legal

Category Managers/Officers Managers Manager

= Develops specifications T

= Undertakes tendering activity S
ystems

= Contract manages suppliers | Category Officer Existing VIV Teams
» Influences demand management Officers
= Implements best practice procurement Policy & Best Practice

Admin Support Systems
Dfficers

= Represents views of sector
NPS Operational Board = Takes responsibility for sector involement
= Acts as point of escalation for issues

Y

Y

= Monitors & challenges ongoing performanc

Accountable Accountable Accountable Accountable Accountable
Officer Officar Officer Officar Officer
NHS LG VW FE/HE Fire/Police

Figure 8.13 — NPS Operating Model for Hosted Operation
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Governance

The governance described within Section 8.1.1 of this document would be appropriate for this option, with an
NPS Board representing the senior level stakeholders and a Head of NPS being recruited to run the NPS on
a day to day basis. The Head of NPS would be employed by the host organisation.

An NPS Operational Board will be created to support the effective day to day running of the Service. This
Board will be the collective group that will support the operational delivery of the NPS and ensure the
required performance targets are met and maintained.

The Board will consist of an accountable officer from each sector and will be chaired by the Head of NPS.
The Board will meet on a monthly basis and will have the following remit:-

to fully support the establishment and ongoing operations of the NPS, offering advice and direction
as necessary;

to act as the key point of contact for issue escalation and resolution for the sector;

to advise on and facilitate the dissemination of relevant information to sectoral purchasers;
to contribute to the development of the annual work programme;

to monitor and challenge ongoing performance both within sector and across other sectors;

to plan, monitor and measure value for money savings.

Structure & Resources

Central NPS Team

All of the operational work in this option will be undertaken by a central NPS team hosted, managed and
delivered by host organisation and run by the Head of NPS.

The Category teams within this option will be employed by the host organisation. The staff will have both an
operational and HR reporting line to the Head of NPS. The team will implement Category Forums as
described in Section 8.1.2.1 of this document.

As resources would be within one organisation to deliver this option, there may be a TUPE risk as staff are
no longer required to undertake the role within their own sector. The full extent of the potential issue can not
be understood at this stage, however the baseline activity identified a number of individuals who were
spending over 50% of their time on the identified NPS categories. Further work will be required during the
implementation stage to identify these individuals and consider how they could either be utilised by the NPS
or be allocated to other work within their own organisation. There may be an opportunity to consider
secondment of staff from one organisation to the host organisation to facilitate this option and avoid any
TUPE issues. This would also benefit the NPS as staff with sector based knowledge and experience would
then form part of the new NPS team and add credibility to the Category Forums and engagement with
technical/user staff.

In addition to the category teams, there is also a requirement for resources to support the management and
monitoring of the agreed category sourcing plans and the subsequent delivery of savings to stakeholder
organisations.

A central overview will be required of all Category Forums and procurement related activity to support the
Head of NPS and inform the Operating Board and NPSB. This team will include staff responsible for
collecting management information from stakeholders for monitoring and reporting. This team will also be
responsible for communications. The team will consist of a Manager and a Systems Officer with further
administrative support also being part of this team to provide support to the Category Managers and Officers.
This team will provide support in loading tenders into the online portals, managing related catalogues and
providing general support in relation to contract management.

Existing resources in Value Wales will be accessed to provide guidance on policy and best practice and
system developments e.g. xchange Wales.

The host organisation will also be expected to provide legal and financial support for the NPS and it should
be noted that charges for these services may be incurred by the NPS. These costs will need to be agreed as
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part of the due diligence process.

Sector/Consortia Accountable Officers

Within a model that requires one organisation to deliver the required service, it is still critical to ensure that
there is effective accountability for the delivery of the NPS targets and objectives across stakeholder
organisations. The NPS will need to influence a large number of organisations and is dependent on them
using the required contracts and participating in Category Forums to deliver the benefits. Each sector or
consortia (where appropriate) must therefore nominate an accountable officer who can represent and take
responsibility for their sector/consortia at an operational level. This individual will sit on the Operational
Board and support the day to day operations of the NPS through acting as the key point of contact for issue
escalation and resolution for the sector.

Financial Appraisal

The financial model for this option is split into five main categories detailed below in Figure 8.13a and the
associated costs are also identified.

Figure 8.13a — Financial Model Costs for Hosted Operation Solution

Financial Category Summary of Costs Included Total Category Costs

Implementation Costs These have been detailed further in Section £552,000
8.1.5 of this document.

Set Up Costs One off set up costs for a host organisation £143,400 (Low Resources)
to work on behalf of others would need to £158,600 (High Resources)
include legal support to enable the new
organisation constitution to be developed,
alongside providing support for other areas
such as TUPE. There would be related
infrastructure costs for the new organisation
in terms of technology and other facilities.
There may be additional recruitment costs
in addition to possible transfer of staff..

Ongoing Running Costs  Per Annum costs required to deliver the £339,401 (Low Resources)
NPS thr(_)ugh a _hosted operation option on £416,359 (High Resources)
an ongoing basis.

Staff Costs Per Annum costs associated with the staff ~ £1,434,900 (Low Resources)
required to deliver the hosted operation .
NPS option. £1,951,500 (High Resources)
Cash Savings Savings that have been identified through The Cash Savings figures build up

the analysis of spend and opportunity for to the Low Savings figure of £9.2m

the agreed common and repetitive spend per annum detailed previously

commodities. within this document and the High
Savings build up to the £24.6m per
annum.

The assumptions relating to each category for this option have been detailed in Appendix 7.

Based on the assumptions detailed in Appendix 7, the financial model for this option takes into account the
various possible scenarios, which are:-

1) Low savings projections and low resource requirements (Fig 8.14),

2) Low savings projections and high resource requirements (Fig 8.14),
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3) High savings projections and low resource requirements (Fig 8.15 and finally;

4) High savings projections and high resource requirements (Fig 8.15).

Figure 8.14 — Financial Model for Hosted Operation — Low Savings

Low Savings/Low Resources

Total Cost of Hosted Option .

Cash Savings 0 1,728 7467 9,159 9.159 9,159
Deficit/Surplus -695 -46 5,693 7,385 7,385 7,385
MNPV (3.5% -695 -45 5,314 6,661 6,435 6,213

17,670 23,888

Low Savings/High Resources

Total Cost of Hosted Option

Cash Savings 0 1,728 7467 9,159 9.159 9,159
Deficit/Surplus -695 540 5,099 6,791 6,791 6,791
NPV (3.5% -695 518 4.760 6,125 5.918 5,718

Cumulative NPV 15,490 21,208

Both options that relate to low savings return a positive cumulative NPV in Year 2.

Figure 8.15 — Financial Model for Hosted Operation — High Savings
Y0 Y1 Y2 Y3 Y4 Y5

High Savings/Low Resources £000s £000s £000s £000s £000s £000s
Total Cost of Hosted Option 695 1.774 1774 1.774 1.774 1774
Cash Savings 0 4245 18.887 24 644 24644 24,644
Deficit/Surplus -695 2,47 17,113 22,870 22,870 22,870
NPV (3.6% 695 2.388 15.975 20,627 19,929 19.957

High Savings/High Resources

Total Cost of Hosted Option

Cash Savings 0 4.245 18,887 24 644 24,644 24 644
Deficit/Surplus -695 1,878 16,519 22277 22277 22277
NPV (3.5% -695 1.814 15,421 20,091 19,412 18,7457

Cumulative NPV 16,539 36,631 56,042 74,799

Both options that relate to high savings return a positive cumulative NPV in Year 1.
Advantages & Disadvantages

The following advantages and disadvantages detailed in Figure 8.16 have been identified for this option
based on feedback from the NPS TOM Project Team and Task & Finish Group. The feedback from
stakeholders at the Town Hall event (see Section 9.2) has also been included.

Figure 8.16 — Advantages & Disadvantages of the Hosted Operation Option

Option Advantages Option Disadvantages

Creates a dedicated vehicle for delivering the Loss of local control as it is a perceived that it will not
identified categories. take into account individual sector based objectives

Resources centrally managed so quality can be and policy drivers.

effectively monitored and managed. Perception that option is seen as remote from

The supply base can be centrally managed and individual organisations and supplier community.

influenced to support a positive impact on the Lack of direct ownership will impact on the influence
Welsh economy as a whole. and buy-in from organisations.

Central management provides ability to enforce Staff resources will have limited opportunity to develop
compliance to category management principles their skills into other areas of procurement (the other
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Option Advantages Option Disadvantages

and policy drivers. 80%) to develop Welsh procurement capacity.

Central delivery enables stakeholders to be Procurement skills are centrally developed and not
managed consistently and contract to be closely  within individual organisations.

monitored to ensure they are fit for purpose. Perception that option may not take into account

Simple to understand and communicate. individual sector based objectives and policy drivers.
Existing collaboration demonstrates ability to TUPE implications with one organisation delivering the
achieve potential savings, but only through service.

leveraging scale. Initial investment will be required to set up the Service.

Central delivery enables effective implementation
and adherence to one standard process.

Relative ease of implementation due to simple
central design. Existing resources could be used
for timely implementation.

Option will provide savings in first year of
operation based on projected savings targets.

Key Risks
The key risks to be considered in relation to this option are as follows:-

Savings will not be delivered from demand management and best practice due to lack of capability in
existing resources;

Savings will not be delivered as organisations will not effectively engage with the host organisation to
support contract development;

Perceived credibility of host organisations ability to deliver NPS could impact on stakeholder
engagement and delivery of savings.

Option Summary

This option provides a cumulative NPV return of £21.2m over a 5 year period based on low savings (and
high resources) and a cumulative NPV return of £74.8m per annum based on high savings.

The benefits associated with the Central Delivery Model which builds on existing consortia and structures are
similar for the hosted operation. Stakeholders must recognise the need to change the way in which
collaboration is delivered if the Welsh public sector are to achieve the investment objectives detailed within
this document and confirmed within Buying Smarter in Tougher Times.

Developing a hosted option provides the required dedicated focus to make the step change required to
deliver the expected savings. By managing the Service centrally there is a better opportunity to implement
and consistently utilise standard approaches and achieve greater efficiencies. Staff are able to share
knowledge and expertise and give the required focus to the delivery of the category strategies rather than it
being an additional responsibility of an existing function.

In addition, the Welsh pubic sector already has some examples of shared service which can be drawn upon
to support the implementation of a hosted approach e.g. NHS. If the host organisation already has
experience of collaborative working then this experience could be utilised to ensure that lessons learnt can
be factored into the set up process etc.

Commercial & Confidential 65 of 84 Issued: v1.0





National Procurement Service Project
Business Case

Standalone Public Sector Organisation

Option Overview

This option proposes that all sectors would collaborate as partners to form a new joint venture company
(JVC) to manage and deliver the National Procurement Service.

The JVC would be a new legal entity and would develop contracts on behalf of it's membership.

Staff would be employed by the new joint venture organisation and would undertake all aspects of service
delivery (sourcing through to contract management) on behalf of all sectors.

The organisation would need to be self sufficient and therefore require its own resources to manage it's
operating finances, staff and systems. These resources could be provided by another organisation, but this
would need further investigation if the option is taken forward.

Governance would be through two Boards — the National Procurement Service Board at a strategic level and
an Operational Board to manage operational performance on a more frequent basis. The Operational Board
will be made up of accountable representatives from the consortia and other stakeholders across the public
sector. There could be potential to redefine existing stakeholders groups to facilitate this operational
governance (e.g. the CPPSG — Collaborative Procurement and Policy Steering Group).

Section 8.1.3 details the overall category related resources which would be required and this has been used
as the basis for costing this option along with the additional central resources that would be required to
support service delivery.

The proposed model for this option is detailed in the diagram below (Figure 8.17) and is described within the
following sections.

) . = Provides strategic direction
National Procurement Service Board » Sets targets

= Actively champions the NPS

e i

= Provides governance & leadership |

« Translates strategy into delivery

[ Head of NPS = Creates effective relationships |
= Acts as a champion

| ‘ - Lead & directs the team |

M Cat M - - MI & Systems Policy & Best |
| SRR | FETEE QAET [ Manager Practice Manager |
| ’

Human |
| iy P  Resources P Systems Officer Legal Specialist
Category Officers Officer |
| .
' [ Admins |

Category Managers/Officers . Communications (l_-)nflfn upgort
|- Develops specifications Officer leer x |
« Undertakes tendering activity

|- Contract manages suppliers
= Influences demand management |
\-Implements best practice procurement

-Represents views of sector
NPS Operational Board - Takes responsibility for sector involvement
= Acts as point of escalation for issues
= Monitors & challenges ongoing performance

\J

Accountable Accountable Accountable Accountable Accountable
Officer Officer Officer Officer Officer
NHS LG VW FE/HE Fire/Police

Figure 8.17 — NPS Operating Model for Standalone Public Sector Organisation
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Governance

The governance described within Section 8.1.1 of this document would still be appropriate for a JVC option,
with an NPS Board representing the stakeholders in the JVC and a Head of NPS being recruited to run the
NPS on a day to day basis.

The new organisation will need to be legally formed (options include JVC as a not for profit company, JVC as
a trading company, JVC as a statutory corporation) and the terms of the partnership set out in an agreement.
There may be a requirement for Members to be nominated as Directors of the company depending on the
type of organisation that is set up. Further legal advice will be required and discussion with stakeholders to
agree the most appropriate form of organisation.

It is proposed that the NPS Board take on the traditional role of a committee and that a form of constitution is
developed for the organisation. This will need further consideration based on the recognition that the
governance structures need to be developed in accordance with the statutory powers of all participating
organisations. This will need to be confirmed once the preferred option has been agreed and the Business
Case has been approved. The type of organisation will also affect this decision.

The new legal body will undertake procurement as an agent for its membership.

There will be a need for proper audit and scrutiny of the JVC and of its accounts. This will need to identify the
contribution of each partner, and the expenditure made by the organisation. There may be practical
difficulties to overcome, for example different accounting dates may exist between different types of public
bodies (the NHS reporting time scales are different from those of local authorities).

Service level agreements will need to be developed at the outset to ensure that the service to be delivered is
clearly defined and understood by all members.

All staff within the NPS would ultimately report into the Head of the NPS, who would have both HR and line
management responsibility for the individuals.

Structure & Resources

Central NPS Team

All of the operational work in this option will be undertaken by a central NPS team managed and delivered by
the JVC and run by the Head of NPS.

All staff, including the Category teams within this option will be employed by the JVC. The staff will have
both an operational and HR reporting line to the Head of NPS. The team will implement Category Forums as
described in Section 8.1.2.1 of this document.

As resources would be within one organisation to deliver this option, there may be a TUPE risk as staff are
no longer required to undertake the role within their own sector. The full extent of the potential issue can not
be understood at this stage, however the baseline activity identified a number of individuals who were
spending over 50% of their time on the identified NPS categories. Further work will be required during the
implementation stage to identify these individuals and consider how they could either be utilised by the NPS
or be allocated to other work within their own organisation. There may be an opportunity to consider
secondment of staff from one organisation to the JVC to facilitate this option and avoid any TUPE issues.
This would also benefit the NPS as staff with sector based knowledge and experience would then form part
of the new NPS team and add credibility to the Category Forums and engagement with technical user staff.

Finance, Communications & HR Officers

The standalone organisation will require it's own internal support staff and three critical areas that will be
required is those of Human Resources, Communications and Finance. The proposed organisation will have
a total headcount of 30+ staff and therefore a full time HR resource will be required to support the effective
management of staff both in relation to their performance, but also for development and training purposes.

The new organisation will need to ensure the effective monitoring of costs and income from member
organisations and therefore a Finance Officer is required to support management and documentation of
funds.
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To ensure that there is effective buy-in and take up of NPS procurement activity there needs to be a
structured approach to stakeholder communication and clear channels of engagement. The NPS will need
to communicate with a large network of organisations and therefore will need to rely on a range of strategies
to ensure timely and consistent dissemination. It is proposed that a Communications Officer manages this
engagement in co-ordination with the Category teams.

MI & Systems Manager (including Systems Officer & Admin Support Officers)

For the delivery model to be effective, the operational front line procurement activity needs to be supported
by appropriate systems and back office support, including the collection of relevant and timely management
information. This support infrastructure is critical so that procurement processes can be assessed to ensure
that they have achieved the required objectives and to measure the overarching effectiveness of the NPS.

It is proposed that a small team will be required to support the management and monitoring of the agreed
category sourcing plans and the subsequent delivery of savings to stakeholder organisations. A central
overview would be required of all Category Forums and procurement related activity to support the Head of
NPS and inform the NPSB. This team would also support individual Category Managers in collecting
relevant spend information from stakeholders and support the use of the Sell2Wales/Buy2Wales portal for
tendering etc.

The team will consist of a Manager and a Systems Officer with further administrative support also being part
of this team to provide further support to the Category Managers and Officers. This team will provide support
in loading tenders into the online portals, managing related catalogues and providing general support in
relation to contract management.

Policy & Best Practice Manager (including Legal Specialist)

For the NPS to ensure a high standard of consistency and quality in the contracts that it develops there is a
requirement to ensure that all Category Managers and Officers adhere to standard policy and best practice
approaches.

In the same way that resources would be required to support the systems and management information
aspects of the NPS, the same is true of procurement policy and best practice. Standard documentation
would be required along with standard processes which all organisations would need to commit to utilising.
There would be an initial requirement to develop suitable documentation and processes, but existing work
would be used to support this e.g. SQUID to reduce the resource burden and the risk of reinventing what has
already been created and is in use.

As the organisation will work autonomously, there is a need for specific legal support to be available; it is
therefore proposed that a Legal Specialist is part of the team to provide day to day support to the Category
teams.

Financial Appraisal

The financial model for this option is split into five main categories detailed below in Figure 8.17a and the
associated costs are also identified.

Figure 8.17a — Financial Model Costs for Standalone Public Sector Organisation Solution

Financial Category Summary of Costs Included Total Category Costs

Implementation Costs These have been detailed further in Section £1,104,000
8.1.5 of this document.

Set Up Costs One off set up costs for a standalone £663,145 (Low Resources)
organisation to_work on behalf of others £748,055 (High Resources)
would need to include legal support to
enable the new organisation's legal status
to be developed, alongside providing
support for other areas such as TUPE.
There would be related infrastructure costs
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Financial Category Summary of Costs Included Total Category Costs

for the new organisation in terms of office
space, technology and other facilities.
There may be additional recruitment costs
in addition to possible transfer of staff.

£349,401 (Low Resources)
£426,359 (High Resources)

Ongoing Running Costs  Per Annum costs required to deliver the
NPS through a standalone option on an
ongoing basis.

£1,638,900 (Low Resources)

£2,155,500 (High Resources)

Per Annum costs associated with the staff
required to deliver the standalone NPS
option.

Staff Costs

The Cash Savings figures build up
to the Low Savings figure of £9.2m
per annum detailed previously
within this document and the High
Savings build up to the £24.6m per
annum.

Cash Savings Savings that have been identified through

the analysis of spend and opportunity for
the agreed common and repetitive spend
commodities.

The assumptions relating to each category for this option have been detailed in Appendix 7.

Based on the assumptions detailed in Appendix 7, the financial model for this option takes into account the
various possible scenarios, which are:-

1) Low savings projections and low resource requirements (Fig 8.18),
2) Low savings projections and high resource requirements (Fig 8.18),
3) High savings projections and low resource requirements (Fig 8.19) and finally;

4) High savings projections and high resource requirements (Fig 8.19).

Figure 8.18 — Financial Model for Standalone Public Sector Organisation — Low Savings

Low Savings/lLow Resources

Total Cost of Standalone Org Option 1,767 1,985 1,988 1,988 1,988 1,985
Cash Savings 0 1,728 7467 9,159 9.159 9.158
Deficit/Surplus 1,767 -260 5479 7.1mM 7171 7,171
MNPV (3.5% -1,767 -252 5,114 6,468 6,249 6,038
Cumulative NPV 1,767 2,019 3.096 9,563 15,812 21,850

. . Y0 Y1 Y2 Y3 Y4 Y5

Low Savings/High Resources £000s £000s £000s £000s £000s £000s
Total Cost of Standalone Org Option 1,852 2,582 2,582 2,582 2,582 2,582
Cash Savings 0 1,728 7,467 9,159 9,159 9,159
Deficit/Surplus -1,852 -B54 4.885 6,577 6,577 6,577
MNPV (3.5% -1,852 -825 4,561 5,932 5,732 5,538

Cumulative NPV

Both options that relate to low savings return a positive cumulative NPV in Year 3.
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Figure 8.19 — Financial Model for Standalone Public Sector Organisation — High Savings

High Savings/Low Resources

Total Cost of Standalone Org Option 1,767 1,985 1,988 1,988 1,988 1,985
Cash Savings 0 4.245 18.887 24,644 24,644 24,644
Deficit/Surplus 1,767 2257 16.899 22,656 22 656 22,656
MNPV (3.5% -1,767 2,181 16,775 20.434 19,743 19,076
Cumulative NPV

High Savings/High Resources

Total Cost of Standalone Org Option 1,852 2,582 2,582 2,582 2,582 2,582
Cash Savings 0 4,245 18,887 24,644 24,644 24,644
Deficit/Surplus -1,852 1,664 16,305 22,063 22,063 22,063
MNPV (3.5% -1,852 1,607 15,221 19,898 19,225 18,577

Both options that relate to high savings return a positive cumulative NPV in Year 1.

Advantages & Disadvantages

The following advantages and disadvantages detailed in Figure 8.20 have been identified for this option
based on feedback from the NPS TOM Project Team and Task & Finish Group. The feedback from
stakeholders at the Town Hall event (see Section 9.2) has also been included.

Figure 8.20 — Advantages & Disadvantages of the Standalone Public Sector Organisation Option

Option Advantages Option Disadvantages

Creates an independent dedicated vehicle for
delivering the identified categories.

Public perception of establishing a new “quango”.

Procurement skills are centrally developed and not
Resources centrally managed so quality can be  within individual organisations.

effectively monitored and managed. Perception that resources are separate from stakeholder

organisations and therefore have limited knowledge of
user requirements.

The supply base can be centrally managed and
influenced to support a positive impact on the

Welsh economy as a whole. Loss of local control as it is a perceived that it will not

take into account individual sector based objectives and
policy drivers.

Central management provides ability to enforce
compliance to category management principles

and policy drivers. Perception that option is seen as remote from individual

Central delivery enables stakeholders to be organisations and supplier community.
managed consistently and contract to be closely

; ' Lack of direct ownership will impact on the influence and
monitored to ensure they are fit for purpose.

buy-in from organisations.
Central delivery enables effective implementation

and adherence to one standard process. Staff resources will have limited opportunity to develop

their skills into other areas of procurement (the other
Option will provide savings in first year of 80%) to develop Welsh procurement capacity.

operation based on projected savings targets. Procurement skills are centrally developed and not

within individual organisations.

Perception that option may not take into account
individual sector based objectives and policy drivers.

Service delivery SLAs could potentially become more
important that service quality.

Perceived limited flexibility due to commercial
arrangements for standalone set up.

Additional resource cost required for functional/admin
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Option Advantages Option Disadvantages

roles (HR, Finance) to facilitate a standalone structure.

Potential wind up costs at the end of the agreed life span
of the NPS.

Legal implications of setting up a new organisation could
impact on implementation time-scales.

TUPE implications with one organisation delivering the
service.

Initial investment will be required to set up the Service.

Key Risks
The key risks to be considered in relation to this option are as follows:-

Savings will not be delivered from demand management and best practice due to lack of capability in
existing resources;

Savings will not be delivered as organisations will not effectively engage with the host organisation to
support contract development;

The delivery of the wider Government policy agenda will be diluted due to potential commercial
influences.

Option Summary

This option provides a cumulative NPV return of £19m over a 5 year period based on low savings (and high
resources) and a cumulative NPV return of £72.7m per annum based on high savings.

Stakeholders must recognise the need to change the way in which collaboration is delivered if the Welsh
public sector are to achieve the investment objectives detailed within this document and confirmed within
Buying Smarter in Tougher Times.

Developing a standalone option provides the required dedicated focus to make the step change required to
deliver the expected savings. By managing the Service through a dedicated organisation there is a better
opportunity to implement and consistently utilise standard approaches and achieve greater efficiencies. Staff
are able to share knowledge and expertise and give the required focus to the delivery of the category
strategies rather than it being an additional responsibility of an existing function.
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9 Summary of Analysis

Analysis Overview

This section of the document aims to summarise the findings and analysis undertaken as part of the options
analysis process. The previous sections of this document have aimed to summarise the various operating
model options and their relative advantages and disadvantages, potential risks and their associated financial
appraisal. Using the information contained within these sections, a number of analysis criteria have been
used to develop the suggested preferred option to take forward to the Business Case and these include the
following areas:-

Stakeholder feedback of the short-listed options;
Financial ranking (based on the individual financial appraisals for each option);

Critical success factor ranking (based on feedback from the NPS TOM Project Team representing
their sectors).

Stakeholder Feedback

A Town Hall event was held on 18th April 2012 at the SWALEC Stadium in order to provide an important
opportunity for key stakeholders to review the Options Appraisal for the NPS, to provide feedback on the
proposed options and to ask questions and/or raise issues/risks or concerns which they may have. The
conference began with an opening address by Tracey Lee (MD Newport City Council) and Chair of the
Procurement Board and a presentation of the different options. The draft Options Appraisal was issued to
attendees in advance of the event which outlined the possible operating approaches, the resource
requirements and the associated costs for each option.

Following the presentation, attendees were asked to participate in a Market Stall session either in the
morning or afternoon. Each Option had a 'stall' which was facilitated by members of the Project Team.
Attendees were asked to provide feedback or raise issues or concerns which the facilitator would feedback
at the end of the event.

The event was well attended with every sector being represented throughout the day. A full list of attendees
is included in Appendix 8.

Below is a summary of the feedback presented at the end of the day by each Lead Facilitator.

One fundamental point that was raised by many attendees was the extended time scales associated with the
implementation of any of the proposed operating models and the potential impact this would have on any
savings opportunities in 2012/13. It was recognised that the project required consultation with stakeholders
etc. to facilitate the next stage of implementation, but that it would be a further 12+ months before any
savings would be achieved. The suggestion from many attendees (and supported by the Project Team and
Task and Finish Group) was to consider what preparatory work that could be undertaken in advance of a final
decision on the operating model to build on existing foundations and enable the chosen option to “hit the
ground running”. This preparatory work would not implement any one operating model, but would involve
work that would be a pre-requisite of any of the chosen options and would support the timely implementation
of any chosen operating model. Further details are provided in Section 8.1.5.

It was noted that generic issues were raised which would apply to all options including: governance; funding;
resources and category allocation. These were excluded for the purpose of this feedback session but are
captured in the full in Appendix 8.

Build on Existing Network and Central Delivery Model - Kerry Wilson (Value Wales)

Networked Model

Positive feedback in relation to this model is that it is up and running, to a degree, and that this model
maintains a proximity to the service areas. There was also a suggestion that this could be used as a
transition model in that category management could be deployed via a network delivery model with a view to
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moving to a final model.

Some concerns were expressed however, in terms of this option's potential to limit savings; in that the
change in behaviours and ways of working would be more difficult to achieve and as a result would impact
potential to achieve the savings. It was also noted that it is a complex model in comparison the central
delivery model. A number of concerns were raised that this would be viewed as the 'do nothing option'
resulting in limited improvement in delivery.

Central Delivery Model

Some attendees felt that the central delivery model is more likely to deliver demand management and a
result has greater potential to deliver the savings over and above the networked delivery model. It was also
felt that this model provided greater clarity on roles and responsibilities and provided a stronger link into
policy and best practice. It was felt that this model could be more expensive to establish than the network
delivery model and some questioned whether Value Wales, as currently resourced, is in a position to deliver
this solution. It was felt that, of the two options, the central delivery model was more likely to deliver higher
savings as a result of greater coordination and control.

Some concerns were raised about how the allocation of existing expertise in the categories undertaken by
NPS would impact on the requirement of the sectors to deliver against elements of those categories that
remained within sector responsibility.

Looking only at the number of dots placed against each option there was leaning towards a central delivery
model.

Hosted Option - Mark Roscrow (NHS)

Some re-occurring themes were raised through feedback and largely focused on the 'who' could deliver and
the risks associated with implementation and delivery.

Some queries were raised whether the project had 'tested' whether an organisation or sector would be
prepared to 'host' the solution. If so, a process would need to be developed to consider who the host should
be and indeed if a number of organisations expressed an interest in this, how they would be selected. The
NHS clarified at this point that they would be prepared to host this solution. There were also some concerns
about how important it would be that the host organisation would not get preferential treatment from the NPS
team and that the governance around this would need to be strong.

It was also felt that the policies/ procedures and general approach of any host organisation would need to be
supportive of the NPS team doing or taking innovative approaches to things and were not restricted by
bureaucracy.

There were concerns around how the governance would work and how this would need to link into the host
organisation as well. Local authority colleagues were clear that elected members would need a place in any
governance structure.

A number of risks were raised in relation to this option including ultra vires; staffing and TUPE; funding which
would all need to be considered. It was also felt that the under writing of this solution would be key and there
was issues around who would do this.

A number of general points were made which were not model specific.

In summary, there was no wave of feeling one way or another in relation to this option. Some concerns were
expressed in terms of time to set up and an indication of 6-9 month implementation time was suggested.

Standalone Public Joint Venture - Vince Hanly (Local Government)

There was a perception within this group that the time taken to implement a standalone unit may negate the
savings and questions were raised on whether it was worth the investment for the initial 3-5 year
commitment. Concerns were also raised about the public perception of setting up a new 'quango’ and the
potential implementation costs that this option would attract over and above the other options. Concerns
were also raised about the proximity of the standalone model to the sector service areas and their ability
therefore to influence demand management. There was also concern that a standalone service would erode
existing procurement skills within the public sector if existing employees were to TUPE across to the new
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organisation.

Attendees did however believe that there were certain advantages to an independent organisation which
would allow existing resources to focus on the 80% of spend which would remain either at a regional or local
level. It was also noted that a new organisation may have the existing skills available to enable them to 'hit
the ground running'.

Financial Ranking

This section summarises the individual financial appraisals undertaken for each of the short-listed options.
The appraisals have been undertaken using a five year cumulative NPV and based around the low and high
annual savings figures provided by the CaRs workstream. The low and high range of resources required to
deliver the NPS has also been factored into the calculations. It should be noted that the financial summary
only contains the cashable savings opportunities as defined within the CaRs workstream and does not
include any efficiency savings that could be achieved through the NPS.

The table in Figure 9.1 below summarises the 5 year cumulative NPV figures to enable an easy comparison
of the various options.

£000s — Five Year Cumulative NPV

Low Savings/ Low Savings/ High Savings/ High Savings/
Low Resources High Resources Low Resources High Resources

Build on Existing — Networked 24,080 21,564 77,671 75.155
Build on Existing — Central 23,868 21,208 77 AT 74,799
Hosted Operation 23,888 21,208 77478 74,799
Standalone Public Sector Org 21,850 19.085 75441 72,676

Figure 9.1 — Five Year Cumulative NPV for each of the Short-listed Operating Models for the NPS

The table confirms that over a 5 year period the financial ranking of options is as follows (highest return first)
assuming that the high savings and high resources were considered. However, it is worth noting that the
different between the highest return option and the next option is only £356k:-

Build on Existing Consortia & Structures — Networked Delivery Model
Build on Existing Consortia & Structures — Central Delivery Model
Hosted Operation

Standalone Public Sector Organisation

Critical Success Factors Ranking

In advance of the Town Hall event on 18" April, the TOM Project Team were asked to independently score
the short-listed options against the agreed Critical Success Factors (see Section 7.3 for further details).
Project Team members were provided with an initial baseline score created by the TOM Project Lead and
asked to amend any scores that they felt should be different and justify their amendments. The scores were
provided on 26" March 2012. A full breakdown of the scores and comments provided by the Project Team is
included in Appendix 9.
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The scores detailed in Figure 9.2 below show the original baseline scores and individual sector responses. It
should be noted that no weightings have been applied to the scores to reflect the relative size of each sector
and their associated spend that would relate to the NPS.

Short Listed Option

Total Scores Build on Existingl] - Build on Exislsting - Hosted Public Joint
Networked Solution Central Delivery Venture
Baseline 26 a1 38 39
NHS 38 41 £l 40
Value Wales 26 41 38 39
WPC 41 36 38 39
NWPP 38 32 33 34
Police 24 41 39 40
HE 24 36 k) 34
FE 27 40 38 39

Figure 9.2 — Sector Scoring of Short-listed Operating Models for the NPS against the defined Critical Success Factors

The table in Figure 9.3 shows the ranking of the different operating model options by sectors based on the

scores provided in Figure 9.2,

Short Listed Option

ok protronce |\ EN | oy | o | P
Baseline 4 3 2
NHS 4 =1 =1 3
Value Wales 4 1 2 3
WPC 1 4 3 2
NWPP 1 4 3 2
Puolice 4 1 3 2
HE 4 1 3 2
FE 4 1 3 2

Figure 9.3 — Sector Ranking of Short-listed Operating Models for the NPS against the defined Critical Success Factors
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10 The Recommended Preferred Option

Independent Conclusion

The Critical Role of Procurement

It is clear that the Welsh public sector has a wealth of experience in collaborative procurement both within
and across sector, and has already delivered real tangible benefits to stakeholders. However, the challenges
being faced by the public sector to deliver improved services alongside reducing budgets means that
procurement continues to be in focus as an enabler to unlock financial savings, qualitative efficiencies and
improved service delivery from the supplier community. In addition, the need to support and develop wider
policy initiatives such as local economic development requires procurement professionals to be cognisant of
how these agendas can be supported through the procurement cycle.

While it is therefore recognised that collaboration is not a new approach in the Welsh procurement
community, to deliver the required demands being placed on procurement and meet the expectations set by
senior executives, there does need to be a step change in both the remit and status of procurement within
stakeholder organisations. It has long been recognised that as a community, procurement has been under-
resourced and under represented at senior management level. This is changing and individual organisations
are starting to recognise the benefits that can be delivered from a well structured and skilled team that has
the right support and remit within an organisation. Traditionally, procurement has focused on the areas of
common and repetitive spend as they have been seen as “quick wins” for the organisation and have been
areas where service users have allowed procurement to be involved. To deliver the required benefits
demanded in the next 3 to 5 years, procurement needs to focus on more complex and strategic areas of
spend which offers greater return for the investment of professional time and resources.

The National Procurement Service will enable procurement professionals to focus on more strategic areas of
spend by taking common and repetitive spend areas out of their immediate workload. It also facilitates the
ability to extract the maximum return possible from the consolidated cross sector spend in these areas (only
20% of total spend) and allows local procurement professionals to focus on the 80% of spend. Enabling
local scarce resources to focus on strategic areas is a significant benefit of the National Procurement
Service. However this will only be achieved if individual stakeholder organisations recognise that this gives
them an opportunity to refocus their own internal resources to deliver incremental benefits and not take a
short sighted chance to reduce headcount and make a quick saving.

Delivering Benefits through a National Service

The National Procurement Service is a model that has delivered significant benefits to other Governments
within the United Kingdom and is therefore a proven approach to maximising the returns from public sector
procurement. This benefit has been achieved through initial focused investment from central Government
with a recognition that once proven, that the benefits of the Service will sell itself. Central Government e.g.
Scotland and Ireland has recognised the need to take the lead to get a National Service up and running and
that a central approach to running the service has enabled the effective and timely delivery of a positive
return on the investment. While the savings projections for the Welsh NPS are seen to be conservative by
some and challenging by others, other Governments have demonstrated that savings can be made through
a central, coordinated approach focusing the right skills and resources in the right areas.

While the National Procurement Service may centre on common and repetitive spend areas, it is not to say
that skilled professionals are not required to undertake the roles. The requirement to focus on more that just
leveraging scale and considering demand management along with a category management approach to the
agreed set of products and services, means that the procurement processes and skills required to influence
stakeholders will be critical to the success of the Service. Effective governance and the ability for
organisations to support and enforce the use of NPS contracts will also be key.

The Recommended Delivery Model

Collaboration through consortia and existing structures has been part of the procurement landscape in Wales
for some time, and it is therefore understandable that consideration should be given to using these existing
structures to deliver the National Procurement Service. However, it must also be noted that more advanced
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collaboration has been the focus for a number of years through the current Collaborative Procurement and
Policy Steering Group (CPPSG). A number of successful collaborative arrangements have been facilitated
through this group, but stakeholder feedback shows that engagement has often been slow, with limited take
up of the outputs. The knowledge and experience of this group will be critical to the National Procurement
Service, but to deliver the objectives of the NPS, a different delivery model is needed.

A dedicated focus from specific resources managed centrally will deliver a more timely and effective National
Service. Staff will be able to focus on their category areas without local distractions and work closely with
their team members to ensure a consistent and professional Service is provided to all members. This
approach can still include staff with current sector based category knowledge through secondment or
transfer opportunities rather than leaving staff within sectors and have to manage a complex model of
dispersed service delivery across multiple organisations.

Getting the NPS up and running to deliver savings is a critical aspect to consider as stakeholders already
recognise that the development of the delivery model and subsequent consultation will take the project into
2013 and beyond. While stakeholders may have the perception that building on the existing structures and
consortia through networked delivery is a quicker solution, the need to review resources, agree who will be
allocated categories and agree the standard processes will take as much time (and potentially longer) as the
central delivery or hosted option. Undertaking preparatory work to support the preferred operating model will
improve the timely implementation of the NPS, but only so much can be done in advance of agreement by
stakeholders.

Sector Recommendation on Preferred Operating Model

During the Project Board on 2™ May 2012, members of the NPS TOM Project Team, representing their
sectors, were provided with an opportunity to share their sector's views on their preferred operating model
option. Attendance at the Project Board also enabled Board members to ask any questions about sector's
preferences and gain feedback on the strength of opinion on the short-listed options across stakeholders.

A copy of the slides used by presenters has been included in Appendix 12. In addition, the WPC also
provided further commentary on the relative advantages and disadvantages of a number of the operating
model options, and this has also been included in Appendix 12 for completeness.

The attendees’ representing their sector, along with their preferred choice is detailed below:-

Local Government — represented by Rob Jones (WPC), Elizabeth Lucas (Caerphilly CBC), Andrew
Maisey (Torfaen BC), Vince Hanly (RCT CBC) — Build on Existing Consortia & Structures —
Networked Delivery.

NHS — Mark Roscrow (NHS Shared Service) — use of existing structures to drive benefits now and
work towards a Hosted Operation.

Welsh Government — Kerry Wilson (Value Wales) — Hosted Operation.

While other sectors were not in attendance at the Project Board, their views were solicited and the following
feedback was received:-

Police — Build on Existing Consortia & Structures — Central Delivery — the Police recognise the need
for the governance and performance structure to be improved along with the inclusion of additional
appropriately qualified and experienced resources to ensure that this model will deliver the aims of
the NPS and provide the intended benefits to all.

Further Education — supports Project Board's recommendation - Central Delivery (recognising
expertise in Value Wales).

Project Board Recommendation

Having reflected on the analysis; conclusions and independent recommendations noted above in addition to
the sector preference presented to the Board, the Project Board endorse the recommendation of a Central
Delivery model to deliver the National Procurement Service and proposed this recommendation to the
Procurement Board for endorsement. The Board also support the recommendation that undertaking
preparatory work to support the preferred operating model will facilitate the early delivery of the identified
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benefits; provide further evidence to validate projected benefits and will improve timely implementation of the
preferred model.

In terms of funding the Project Board's view is that central funding for Yr 0 and Yr1 would be helpful
in supporting the take up of the business case, recognising that how ongoing contributions are then
apportioned will need to be agreed. The Project Board therefore now wish to see funding options
clarified and presented for review as part of the EOI process.

Procurement Board Approval

The Procurement Board met on 9" May 2012 and approved the Project Board recommendation of a Central
Delivery approach to the National Procurement Service. The Board confirmed the desire to obtain YO and
Y1 funding from Welsh Government and requested that this was explored further in parallel to the
consultation process. The Board also reiterated the principle that releasing local resources to achieve
efficiencies due to work being undertaken by the NPS would be a local decision and any potential savings
from this would be a local benefit.

On 2™ August 2012, the Procurement Board re-considered the funding models to support a central delivery
model and concluded that a rebate mechanism is the most attractive funding model for a mature service (as
per the Scottish model and GPS). However, until the NPS reaches the point of maturity, it is proposed that
the NPS is centrally funded up to an including year 3 and that a review is scheduled during year 2 so that
savings can be accrued during year 3 to enable a transition to a self funding rebate model.
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11 The Management Case

11.1 Introduction

This section presents the project management case, which considers the practicalities of implementation
for the preferred option.

11.2 Project management arrangements
The project will be managed in accordance with PRINCE 2 methodology.

11.3 Project reporting structure

The ongoing governance model is dynamic in nature as each stage of the project will require a
slightly different governance model. The four key stages of the project are noted below:

1 Consultation and Business Case Completion;
2. Build;
3. Implementation; and
4, Quick Wins — which will run in parallel with stage 1 in order to support the early realisation of

benefits

Figure 11.1 — ongoing governance model
[ PSLG
‘ Procurement Board ] [ NPS Board ]
7 : Y :
_____________ [ 5
t NPS Project Board ] ," [ NPS Shadow Board ]

’—$

4‘ i | Project Manager }“{ Head %)fiNPS ]

7 I W

Consultation and .
Preparation and

Business Case Quick Wins Build Implementation
Completion P
Complete Business Case Preparation, Quick Wins and Build Implementation

Commercial & Confidential 79 of 84 Issued: v1.0





National Procurement Service Project
Business Case

11.4 Scope, Outcomes and Milestones

The four key stages of the project are as follows:

Figure 11.2 — Four stages of the Procurement Board approved Business Case

Workstream Qutcome

= Consultation completed

= Final Business case approved
= Host confirmed

= Funding confirmed

Consultation and
Business Case
Completion

= Shadow NPS and Operational Boards
established

Preparation and = Buy In to existing arrangements

Quick Wins = Generating benefits from demand
management and standard specifications
= Shadow goverhance operational
* Project Team appointed

Build = Head of NPS appointed

= NP & Structure in place and populated
= Qperating principles and process agreed

= NPS live

= Category Management implemented
= Engagement of supply chain

= Contracting

Implementation

asen ssauisng panoidde preog Juswalnaold

ZRR

1. Consultation and Business Case completion — during this stage the consultation process on the
Business Case will be initiated and delivered. The expression of interest (EOI) process to identify a ‘host’
operation will run in parallel throughout consultation. The funding arrangements for the Build stage will be
secured and initial HR and Legal work in preparation for the Build stage will be commissioned. The outputs
of all of the above will be reflected in a final Business Case and presented to the Procurement Board for
endorsement before being presented to PSLG. The existing NPS governance arrangements will oversee this
stage of the work; with a Project Manager reporting to the NPS Project Board; the Project Board will continue
to submit recommendations to the Procurement Board for review and endorsement. Whilst this stage will be
overseen by a Project Manager it is anticipated that specific work will be commissioned for support from
Legal; HR and Finance. A submission of a sum of £220k has been made to the public service reform budget
to cover this cost. This stage will be governed by the current Project Governance arrangements and whilst
no formal Project Team will exist; the Project Manager will continue to liaise with the extensive network of
procurement professionals as ‘critical friends’ whose contributions will continue to be considered throughout
this stage.

2. Preparation and Quick Wins — supported by a workstream lead; this stage will be overseen by a shadow
NPS board (members of the Project Board) and shadow operational board (CPPSG). The preparatory work
will involve a review of the sourcing plan in relation to the NPS categories; clarification of the detailed
subcategories considered within scope for each sector and identification of category expertise across
existing organisations. This stage will also seek to identify opportunities to maximise savings from current
arrangements through the consolidation of existing contracts and generating benefits from demand
management and specification standardisation. It is anticipated that Category Management resource will be
required to develop the strategies to generate the ‘quick wins’ and funding to support this resource has been
included in the public service reform budget to cover this cost.

3. Build - this stage has three main components; start up; people workstream and process workstream.
Once the final Business Case is approved; some time will be required to initiate this stage of work. This
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includes establishing the governance arrangements (articulated in Figure 11.1); appointing the people and
process workstream leads; development and approval of the JDs and appointing the Head of the NPS.
Following start up; two workstreams will be initiated; people and processes. The people workstream will
ratify the capacity required; agree method of transfer of staff; agree the employment process for the
population of the structure; develop and oversee the consultation process; confirm accommodation
arrangements and develop a training plan. This workstream will also consider an exit strategy for the service.
A staff consultation period will be required for all impacted staff. The process workstream will focus on
establishing sector relationships to support the operation of the model; develop operating
principles/processes; benefits tracking; internal/external communications (including website development).

4. Implementation — in this stage the NPS becomes active. It starts to put into place all the arrangements
required to ensure on-going success. This will include the establishment of category forums; development of
category strategies; engagement of supply chains. A launch event will be required for this stage for both
external and internal stakeholders. From the start of this stage the NPS staff will be in post within the host
organisation.

Project Management support for this stage will cease as the organisation becomes fully operational.

11.5 Project Management Organisation

The Project Manager has the authority to run the project on a day-to-day basis on behalf of the SRO and the
Project Board and will oversee the delivery of the workstreams within the project. Specifically, their
responsibilities include:

Direct the work to ensure that the project produces the required products or outputs to time cost and
quality;

Responsible for ensuring that the project produces a result that is capable of achieving the benefits
defined in the Business Case;

Plan and monitor the project;
Manage the project risks;

Take responsibility for overall progress and use of resources and initiate corrective action where
necessary;

Prepare project highlight reports;

Prepare end of project report.

Consultation and Completion of Business Case Stage

For the Consultation and Completion of Business Case stage, the Project Manager will be supported by the
Project Office. The project office will be responsible for providing administrative and project accounting
support to the Project. This capacity will be required across all stages of the project until Implementation;
when the service is operational.

The other stages of the project will be resourced as follows:
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Figure 11.3 — Resourcing stages of the Project

Project Office:
Project Coordinator Project Manager —- Head of NPS
Project Accountant . . _
F N
/ Preparation \ / Build \
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Workstream Lead Process People )
Workstream || Workstream Implementation
Lead Lead
Category Manager X 2
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Preparation and Quick Wins Stage

Reporting to the Project Manager, the following roles will be required:

Workstream Lead Responsible for design, planning and execution of this stage.

Responsible to the workstream lead; the category manager(s) will

Category Manager x 2 . . .
gory gerx develop the strategies to generate the ‘quick wins’.

It is assumed that the costs of the Consultation and Completion of Business Case and Preparation and
Quick Wins stage will be secured via Public Service Reform programme funding.

Build stage

Reporting to the Project Manager, the following roles will be required:

The Head of the NPS will be appointed at the beginning of this stage
Head of NPS and working alongside the Project Manager will be responsible for
the development of the capabilities delivered by the workstreams.

Responsible for the design, planning and execution of the people

People Workstream Lead
workstream.

Responsible for the design, planning and execution of the process

Process Workstream Lead
workstream.

Implementation

Project Management for this stage will cease. At ‘go live’; the Project Manager will hand over responsibility of
the service to the Head of NPS.

11.6 Project plan

The project plan has been developed in line with the four project stages. The key timescales for the four
stages are as follows:
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Stage Timescales

Consultation and Complete Business Case October 2012 - March 2013
Preparation and Quick Wins July 2012 - onwards

Build April 2013 - October 2013
Implementation/Go Live November 2013

Figure 11.4 — Project Plan timescales
2012 2013 | 2014
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11.7 Benetfits realisation

As with all change projects and programmes, it will be important to undertake the appropriate level of
benefits realisation planning and monitoring. This will provide assurance that the correct activities are
occurring according to the plan and that expected outcomes are being achieved as per the original planned
outcomes.

It will be the responsibility of the Process workstream, working in conjunction with the Head of the NPS to
develop the appropriate benefits realisation framework to measure the outcome of the project.

11.8 Risk management

Risk management arrangement will be crucial to ensure that the implementation of the NPS occurs as
painlessly and swiftly as possible and that as many benefits as possible are being realised from the
change. The existing risk management strategy and methodology for the project will continue to be
followed throughout the four stages of the project.
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11.9 Outline arrangements for post project evaluation

The outline arrangements for post implementation review (PIR) and project evaluation reviews (PER)
have been established in accordance with best practice and are as follows.

11.10 Post implementation review (PIR)

These reviews ascertain whether the anticipated benefits have been delivered. The timing of the review
will need to be determined in line with the procurement programme so that the benefits of the procurement
strategy can be measured. The process will be managed by the Head of the NPS; reporting progress to
the NPS Board.

11.11 Project evaluation reviews (PERS)

PERs appraise how well the project was managed and delivered compared with expectations and are
timed to take place three months following the go live date.

11.12 Gateway review arrangements

This project is subject to a Welsh Government gateway review and will occur at ‘Gateway point 3’; which is at
Business Case stage. This will be coordinated by the People, Places and Corporate Services department in
conjunction with the SRO and Project Manager and a detailed plan will be published closer to the time.

11.13 Contingency plans & Exit Strategy

In the event that the business case is not approved, the existing consortia will continue to deliver the
collaborative procurement arrangements. Should the service fail to deliver benefits in excess of cost
during operation and it is a working assumption that should the service is wound up, the financial risk
associated during this process will be met by surplus funds and underwritten by Welsh Government.

Signed

Date:
12.09.12

Senior Responsible Owner
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Appendix 1 — Existing Collaborative Arrangements in Wales

1.1 Value Wales

Value Wales was created to work alongside public sector bodies in Wales, in pursuit of efficiency and better
value public services for our citizens. It does this by encouraging collaborative working, building capability,
improving processes and securing procurement outcomes that support ‘well-being’ in Wales. Within Welsh
Government its role is to challenge and lead improvement in procurement, introducing and embedding best
practice across departments.

Value Wales builds on the work of the Welsh Procurement Initiative which was formed in 2002. By April 2006
Value Wales had facilitated cross sector collaborative arrangements in eight commodities or services, over
two years realising £16.26M (or 30%) of savings from £54.5M expenditure across the Welsh public sector. At
the same time, single sector collaboration in the NHS, Higher and Further Education and in Local
Government continued to realise year on year benefits.

In 2006 Value Wales led the creation of an all Wales Sourcing Strategy. This set out the approach to
collaborative procurement across Wales — identifying areas appropriate for UK, all Wales, Regional, Sectoral
and Local procurement activity. In developing the Sourcing Strategy it was recognised that collaboration is
both 1) not the easy answer and 2) not suitable for all areas of expenditure.

Collaboration across Wales has moved on significantly since 2006. The work programme set out by the alll
Wales Sourcing Strategy has realised savings of more than £125m across Wales to the end of March 2011.
The current collaborative programme which commenced in April 2011 has re-baselined the savings and
continues to drive forward new areas of collaborative activity.

The programme currently informs the Collaborative Procurement & Policy Steering Group. The Steering
group is made up of representatives of the buying consortia across Wales and meets to agree strategy,
avoiding duplication and to discuss all Wales procurement policy. The group also acts as a senior
stakeholder group for the xchangewales programme.

1.2 Health

NHS Wales Shared Services Partnership (NWSSP) was established on the 15! April 2011 as a new way to
deliver support services to NHS organisations in Wales. The aim is to achieve significant efficiency savings
and qualitative benefits to the NHS in Wales.

Procurement services forms part of the shared services partnership and provides a sourcing, purchasing,
materials management, payment and equipping service to NHS Trusts and Health Boards in Wales. A
demanding programme of service development has been agreed together with strategic objectives which are
expected to deliver the following by 2015:

£20m cash releasing saving for the Health sector

An end-to-end supply chain solution with full electronic ordering and reporting
NHS Wales strategic sourcing function including capital equipping

An integrated purchase to pay function for Wales using best available technology

As part of the above there are also a number of All-Wales collaborative procurement projects being
undertaken.

A Project to create a single contract programme for the NHS in Wales to eradicate duplication of
activity and improve purchasing power based on the once only principle. This will also help us to
achieve the aim of increasing Procurement’s influence on non-pay expenditure

NHS wide procurement for low and medium secure mental health services and learning disabilities.
This procurement is the first of potentially other procurements in the Continuing Health Care (CHC)
arena where spend is circa £350m per annum.

The Value for All ‘Invest to Save’ initiative has two strands of work with a savings target of £8.4m
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over 3 years. The approach includes identifying non-contract expenditure from data extracted from
the Oracle Financial Management System. Where no formal contractual arrangements are in place
suppliers are required to re-align prices across NHS Wales. The second strand of work includes
engaging with stakeholders and partner organisations to negotiate strategically important contracts.
Examples include; radiology, cardiology and orthopaedics.

1.3 Local Government

The North Wales Procurement Partnership has been set up by the six Local Authorities in North Wales with
the aim of delivering Value for Money improvements through collaborative procurement. A work programme
is developed in line with priorities and Category Managers are employed to deliver contracts in areas of
Corporate and Education, Property, Estates and Construction, Fleet and Transport and Social Care.

Potential further benefits from closer procurement collaboration across the six North Wales Authorities have
recently been examined by Capita Consulting. The Business Case presented by the Consultants and the
delivery options proposed are currently under consideration.

The vision is to create a North Wales Procurement Organisation which provides timely, best in class structure
for procurement throughout North Wales that ensures the optimum provision of all supplies, works and
services.

The Welsh Purchasing Consortium (WPC) is a collaborative organisation which includes the sixteen unitary
Local Authorities in South Mid and West Wales. There is also an Associate Membership scheme available to
other public sector organisations.

The WPC has been successful in delivering a range of benefits to its members, from delivering competitive
procurement arrangements which have produced significant savings and other efficiencies, to the sharing of
best practice and development and adoption of a suite of standard procurement documentation. The WPC
currently has a portfolio of nearly 70 collaborative arrangements and forward contracting activity is
determined by seven Category Groups consisting of Officers from member Authorities. In addition to
establishing competitive arrangements in traditional areas of spend the WPC is increasingly focussing efforts
on developing innovative approaches in areas such Social Care and Construction.

Contracting activity within the WPC is undertaken by individual member Authorities on behalf of the whole
membership on a reciprocal basis. A small Central Management Team coordinates this activity.

The WPC plays a significant role in terms of public procurement in the Wales and is committed to working
collaboratively across sectors.

1.4 Environment

Environment Agency Wales, the Countryside Council for Wales and Forestry Commission Wales are
currently pursuing a shared service approach to contracting in anticipation of a Single Environmental Body
(SEB) being established by the Welsh Government in April 2013. This has already led to greater
procurement collaboration, the identification of common areas of expenditure and letting of contracts
covering the requirements of the three organisations.

1.5 Higher Education

The HE Sector has developed an effective and mature collaborating programme which delivers significant
benefit for institutions throughout Wales and the UK generally. The work programme is driven by a Joint
Contracting Plan into which all of the respective consortia contribute. Collaborative agreements are managed
on behalf of the Sector by one of the following:

One of the 6 regional HE purchasing consortia (of which HEPCW is one)

Crescent Purchasing Consortium (essentially a Further Education Consortium but a number of its
agreement are made available to the HE Sector)

The Universities Caterers Organisation (TUCO)

The Energy Consortium (TEC)
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JaNET UK

The programme is supported by a Joint Contracting Protocol to ensure a fair allocation of work and
standardisation in terms of contract support and provision of management information.

A recent publication entitled “Efficiency and effectiveness in higher education: A report by the Universities UK
Efficiency and Modernisation Task Group” recommends increased collaboration with the Sector. Although the
focus of the report centres upon the English HE Sector, a number of the recommendations have sector wide
implications which, if adopted, could impact the Welsh HEIs.

1.6 Further Education

Representing 20 further education (FE) colleges and institutions, the Welsh Further Education Purchasing
Consortium (WFEPC) covers all areas of Wales and has benefited from the long-standing practice of
collaborative working within the sector. The consortium promotes its frameworks and best practice
procurement to its members via its dedicated website which also features standardised procurement
documents developed for the colleges.

The consortium supports a programme of frameworks which is periodically assessed to ensure value for
money is achieved and that high spend areas are being addressed. As part of this programme, a review of
examination fees has recently taken place. Subject to the outcomes of the Welsh Government-
commissioned Qualifications Review, which will report later this year, this is an area that may be tendered in
the future.

Future requirements are also established through working with other collaborative groups within the sector
e.g. IT Systems Managers, Finance Directors’ Group.

Local suppliers and the drive for SME inclusion are particularly important to the WFEPC and the consortium
has been successful in helping to grow the business of a number of small companies. Outside of Wales, the
WFEPC has developed an alliance with Crescent Purchasing Consortium (CPC) and, where this is beneficial
to its members, the WFEPC works with CPC to ensure its members needs are included within frameworks
and that Welsh suppliers are able to bid for the business.

There is also a relationship with The Energy Consortium (TEC) who tender on behalf of the sector, and the
Carbon Trust which has been working with colleges towards monitoring energy usage.

1.7 Police Service

Dyfed Powys, Gwent and South Wales Police Procurement have collaborated for the purchase of many
commodities for a considerable time. Collaboration may take many forms and the method adopted is dictated
by the option that will deliver best value for the parties involved. Many regional procurement units or
collaborative working groups are now in place across policing in the UK. This provides opportunities for the
southern Wales forces to participate in collaborative procurement exercises.

Collaboration amongst the Welsh forces may take the form of two, three or four force collaboration but if a
national, regional or other public sector framework or contract is available, meets the forces’ specification
and offers competitive pricing, the forces take advantage of this procurement route.

Collaboration has been high on each force’s agenda for some time but the budgetary situation facing the
force and recommendations to the Police Authorities of Wales (PAW) in January 2011 resulted in significant
developments in increased collaboration between the southern Welsh forces. This paves the way for better
collaborative procurement as more common specifications are agreed and priorities are aligned.

4th July, 2011 saw the appointment of a Procurement Strategic Lead from within the three southern Welsh
forces. The role will consolidate the collaboration work between the forces and have strategic responsibility
for developing a programme of work to compliment and support the ACPO National Procurement Strategy
which is currently under revision for the period to 2014.

A Joint Procurement Unit will be established between Gwent, South Wales and Dyfed-Powys Police. This
new Unit will merge existing departments into a single, virtual unit, maximising buying power through the
creation of a Joint Procurement Strategy.

This Unit will identify savings through new contracts that are not subject to existing collaborative
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arrangements, and will give Forces a stronger voice to negotiate externally and with national bodies

Collaborative working includes the “development of techniques and practices to reduce costs and risks”. The
forces continue to work towards common documents, financial thresholds and standard terms and conditions
for goods and services and have already standardised in some of these areas.

1.8 Fire and Rescue Service

The three Fire and Rescue Services in Wales adopt a mixed approach as outlined in the Welsh Fire and
Rescue Service Procurement Strategy with the aim of maximising efficiencies and achieving economies of
scale.

This strategy is in the process of being reviewed and awaits the outcome of the CFOA National Procurement
Board review and the new National Procurement Service for the sector. The other report which will influence
the strategy is the outcome of the National Procurement Service project in Wales.

The current approach is a mixed one encompassing the use of sector specific framework contracts set up
either by the former “Firebuy” purchasing organisation, now taken over by the Wiltshire Consortium or
regional contracts set up within the Fire and Rescue Service. Other Purchasing Organisations have also
been used, collaboratively by the three F&RS’s to undertake mini-competitions to provide a common solution
to a standard requirement. The sector relies heavily on existing framework contracts for operational goods
and services.

Within Wales there are a number of sector specific contracts which either two or three of the FRSs have
collaborated upon. The construction of a joint contract/purchasing plan is still ongoing.

Outside of sector specific commodities all three FRS’s collaborate widely utilising a number of framework
contracts including Value Wales, WPC, NWPP, Local Authority framework and shared service arrangements.

Exploratory discussions are currently taking place between Mid and West Wales and South Wales FRS's on
a financial management solution and HR/Payroll solutions with a view to working collaboratively. Ongoing
currently is a large construction project in mid Wales between Dyfed Powys Police, Mid and West FRS and
the Her Majesty’s Courts Service (HMCS). This is viewed as a sustainable good practice project with much of
the work packages being sourced within a forty mile region.
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Appendix 2 — CaRs Report

2.1

In scope Categories of Spend

The categories of spend that have been identified to be included within the NPS are as follows within Figure

Category

Subcategories considered
within the scope of a
National Procurement
Service

Hardware, Consumables, Sofware,

O Toiccoms, Network and Support

Facilities & Management Services
Human Resources

Consultancy

Vehicle Management

Catering

Legal Services

Healthcare

Construction Mat

Stationery

Furniture & Soft Fu

Mail Services

Clothing

Cleaning & Janitorial

Blediricity, Gas and Pefroleum

Mainienance Services, Travel,
Adverising and Printers

Employment agencies and franslators

Business and Technical consuling

Vehicle acquisiion, Lease and Hire

Catering Supplies, Food and Vending

Soliciors

Medical and Mobility Equipment

General Materials, Elecirical Supplies
and Equipment Hire

Paper and General Stafonery
Supplies

Ofice Furniiure & Equipment

Postal Services, Couriers and Mailing
Equipment

Uniiorms, Workwear, Protecive and
Safety Equipment

Cleaning Materials and Equipment

Audio-visual Equipment & Supplies

Subcategories | Accessible

Factors already considered

included in NPS
when defining spend in scope fneiuced in

review (Em)

Local nature of some SUpport services;
Relevance of infrasiruciure-based ICT

Difierent buying behavoir in each Secior
Local nature of some services;
Outsourcing

Exisience of Vendor Neuiral and
Managed Service contracts

Local nature of some services;
Outsourcing

Managed Service Confracts

Impact on local Suppliers and quality of
food; Local nature of some services
Local nature of some services;

Parinerships

Only applies 0 communily equipment
Exisience of frameworks in dominant
spend area (LG); Specialist supplies
Some specialist Suppliers

Some specialist Suppliers in Healih and
Educalion seciors

Significant proporiion of spend resulls
from how organisafions manage mail

Some specialist Suppliers (e.g. Police)
Some specialist products (e.g. Heakh) £5.7

TBC £4.3

Appendix

Accessible
spend in NP3
(£m)

46%
62%
52%
48%
56%
60%
60%
58%
55%

50%

"
€
(7

£

TOTALS £967 -

Figure 6.3— Summary of Common & Repetitive Spend Categories and Accessible Spend
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2.2 CaRs Final Report

National Procurement Service
National Procurement Service Project — CaRS

Common and Repetitive Spend Workstream
Product 2: Savings and Impact to economy

Version No: Final
Issue Date: 8.2.12
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Purpose of this document

The main purpose of the CaRS workstream is to identify the potential scope of a National Procurement
Service (NPS) and this document covers:
a summary of the categories of expenditure that would be addressed by a NPS, updated using latest
available spend information (Product 1)
the potential savings and impact to the economy through the implementation of procurement
strategies identified (Product 2)

These outputs will be used to inform the scope of the Target Operating Model for the National Procurement
Service (NPS) and to develop the Options Appraisal for inclusion in the business case.

As the savings and impact to the economy are heavily dependent on the operating model selected, this
report is not intended to be published as a stand-alone document.

The circulation of this document is restricted to:

Project Board
CaRS Project Team
CaRS T&F Group
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VERSION HISTORY

Version |Date Issued |Brief Summary of Change Owner’s Name

First draft — structure of document for
1.11 29/12/11 T&FG and PT review following input Ray Legge
from all sectors on the model used

Second draft — following PT review and
1.1.2 24/1/12 WPS workshop; changes made to high |Ray Legge
level spend in Health, HE and FE

Third draft — following T&FG / PT
1.1.3 26/1/12 further review; Assumptions clarified Ray Legge
and next steps modified

Fourth draft — following T&FG / PT
1.1.4 31/1/12 further review; further narrative on Ray Legge
savings assumptions added

Final document for release following
Project Board review; no changes
made to savings assumptions; next
steps agreed

Final 8/2/12 Ray Legge
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1. Executive Summary

The purpose of the document is to inform the scope of the Target Operating Model for the National
Procurement Service (NPS) and to develop the Options Appraisal for inclusion in the business case.

The report includes the outcome of the work undertaken by the Common and Repetitive Spend (CaRS)
Task and Finish Group (T&FG) and identifies strategies that will both deliver savings in the
subcategories reviewed and offer opportunities to develop opportunities for the Welsh economy.

As the savings and impact to the economy are heavily dependent on the operating model selected, it is
not intended to be published as a stand-alone document. It is also worth noting that this report (and all
outputs herein) is based on current data and does not consider inflation: any inflationary adjustment
would need to be reviewed going forward, on both the spend and savings values.

Within the scope of this review, £4.1bn is spent by the WPS on externally procured goods and
services®. Around £967m (23%), has been highlighted as being potentially within the scope of a NPS,
although only 54% is deemed to be accessible using the purchasing strategies identified to date. This
suggests therefore that around £522m would be addressed or influenced by a NPS.

Represented by 16 key categories including ICT, HR and Consultants, this could be extended into other
areas of spend subject to further assessment. The consultation completed on the basket of categories
within scope of a NPS did highlight a number of risks to consider, including the mandated use of
National arrangements in certain Sectors and the incremental benefit available where proposed
strategies have already been adopted by a Sector.

However, the mechanics of the model used ensured that such issues are accounted for in each Sector.
This was achieved through the use of 3 factors:
Accessibility — the proportion of spend that could be addressed
Maturity — the degree to which the identified strategy had already been implemented
Deliverability — the ability to implement the approaches and deliver the savings identified

Based on implementing the strategies identified, the potential for incremental annual savings ranges
between £9.2m and £24.6m across the Welsh Public Sector (WPS). This assumes the NPS would
have the remit to act on behalf of the WPS, and to work with local stakeholders to implement the
approaches identified.

All of the approaches defined fall within one of four Themes:
Leverage our Scale: exploiting the buying power of the WPS, and taking advantage of scale to
shape the market to drive innovative solutions to common requirements — this represents 36%
of the savings identified
Managing demand: ensuring that consumption is based on business need: fit for purpose, with
payments linked to results — 28% of savings identified
Best Practice: implementation and coordination of best practice approaches to category
management across all Sectors in the WPS — 31% of savings identified
Welsh Supply Chain Development: Proactive engagement with Welsh Suppliers, the
development tier 2 and 3 and intelligent procurement approaches to avoid disadvantaging
smaller businesses — 5% of savings identified

Concerns have been raised about the ability of a NPS to deliver savings that rely on implementing Best
Practice and Demand Management. Each opportunity was risk rated by each Sector, according to the
perceived challenges in implementing the approach identified: 70% of the savings were defined as having
high or very high risk. This suggests that there are limited opportunities to derive savings without

! Based on selecting on categories purchased nationally by multiple Sectors and the latest available data set
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changing what we do and how we do it.

Although there are a number of subcategories where Welsh-based Suppliers are dominant, only 15% of
overall spend is with Welsh Suppliers. Whilst local jobs are supported regardless of Supplier
ownership, this does suggest there may be a real opportunity to proactively engage with the local
market to maximise their opportunities for business with the WPS.

Although procurement regulations prevent preferential treatment of any Supplier, a NPS could:
Coordinate across sectors to provide greater visibility of supply opportunities to appropriately
qualified Suppliers
Consider the creation of smaller cross-Sectoral lots to deliver efficiencies and community
benefits that may otherwise be unavailable through single-sector sourcing processes
Ensure that best practice is shared to deliver required outcomes as efficiently as possible

In terms of the dependency of Suppliers on the WPS business, 16% of spend is with Suppliers who are
very dependent on WPS business (more than 50% turnover) and a further 14% are dependent or highly
dependent (20% of turnover or more). Although there are a number of factors outside the influence of
procurement, it is clear that a nationally coordinated NPS could have a role to play in ensuring the
sustainability and development of critical and dependent Suppliers.

Careful consideration should be given to understand how the WPS should work with these Suppliers to
jointly develop strategies that will remove waste from the system, benefiting both the WPS and
Suppliers. Strategies will need to consider how an appropriate level of commitment could be given to
Suppliers, and how that could positively impact the Welsh economy.

Work commenced to identify specific areas of opportunity during this phase of the project will be further
developed in conjunction with the Economic Development Team in due course.

The five key recommendations are as follows:

1. Although there may be opportunities to increase the scope through including additional categories,
the 16 key categories representing 23% of the spend provides a sensible basis for the Outline
Business Case (OBC).

2. The model used is more likely to underestimate savings than to overstate them. Should the
OBC be approved, it would be appropriate to revisit the assumptions made and the impact on
the savings identified, and to begin to identify additional or alternative approaches to increase
savings. This should involve working with category-focused stakeholders (e.g. ICT) and
Suppliers to encompass their views.

3. Savings should consider the role and remit of the NPS operating model; once defined, savings
strategies and approaches should be revisited to identify any impact.

4. The financial accounting of savings needs to be appropriately managed and consider current
methods for budget control in each Sector.

5. Should a NPS be established, it should work to better understand supply chains and develop
opportunities for Welsh- based companies; this should complement the work underway with the
Economic Development Team.
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2. Introduction Sector considered
in this exercise
2.1 Purpose Motivation for
considering the
The purpose of the document is to inform the scope of the Target Operating Model for the creation of a
National Procurement Service (NPS) and to develop the Options Appraisal for inclusion in the National
business case. Procurement
The report includes the outcome of the work undertaken by the Common and Repetitive Spend service is to deliver
(CaRS) Task and Finish Group (T&FG) and identifies strategies that will both deliver savings in savings and
the subcategories reviewed and offer opportunities to develop opportunities for the Welsh support the local
economy. and national

economy
Purpose of this
document is to

As the savings and impact to the economy are heavily dependent on the operating model
selected, it is not intended to be published as a stand-alone document.

identify the
22 ConteXt and BaCkgrOUI’ld potentia| sa\/ings
available should a
NPS be created, to
outline the positive
This report forms part of the Outline Business Case (OBC) for considering the creation of a impact on the
National Procurement Service (NPS). Welsh economy

Around one third of the Welsh public Sector’s expenditure is on purchased goods and services.
Based on the scope of this exercise, the total value is estimated at £4.1 billion®,

Ultimately, it is hoped that a NPS could drive greater efficiency through employing intelligent
procurement strategies, and using category management approaches to foster collaboration
between each of the Sectors. A NPS would also be tasked with supporting a centralised approach to
developing Welsh-based businesses where appropriate.

2.3 Objectives

The objectives of this project were to identify:

areas of common and repetitive spend that can be procured cross-Sector nationally;
a range of procurement strategies to deliver savings, and to understand the impact to the economy
in implementing those strategies.

As the largest benefits derived from introducing a NPS are most obviously achieved through cross-Sector
collaboration, the team focused on National and Cross-Sectoral categories.

The deliverables of this project were split into 2 products:

Product 1:

o define common and repetitive commodities should be procured nationally — by default the remainder
will be procured on a Sectoral, Regional or Local level;

o assess the degree of variation between sample specifications for proposed common & repetitive
spend commodities — implementation of any changes will be picked up during the detailed Sourcing
Strategy stage;

Product 2:

Z Total purchase expenditure across the WPS was reported as £4.3bn last year; £4.1bn represents the data set used for
the purposes of this work.
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o assess the scale of savings that could be achieved through the implementation of joined up and
cross-Sector procurement strategies;

o Consider the potential impact to Welsh local and national economy should the outline strategies
defined be implemented.

This report primarily covers Product 2, with a summary reference to the NPS categories identified and a
summary of the responses to the consultationl. Please see report “111201 NPS OBC CaRS final” released
on 15" December 2011 for further information on the findings from Product 1.

2.4Spend in the Welsh Public Sector

The base data set (see Table 2-1 below) was taken from data held on the Spikes Cavell Observatory.
Although Spikes Cavell have not been contracted to deliver spend analyses for every organisation, the data
set has been enhanced by taking data from other sources, listed in the comments in the table below.

Please note:

The table below has been updated to reflect the latest available data:

o The further spend analysis work completed with 17 Local Authorities suggests a 6.5% increase
in spend from FY0910 to FY1011. This does not necessarily imply an increase in overall
expenditure, as large areas of expenditure in Local Government such as Social Care has seen
an ongoing trend of externalisation of services

o Health, HE and FE provided data for each NPS category has been referenced; however,
differences in classification has prevented accurate mapping: the table below has been updated
with inputs from these Sectors

o Spend data from EAW could not be reconciled to a common classification used, and has
therefore been approximated

This report (and all outputs herein) is based on current data and does not consider inflation: any
inflationary adjustment would need to be reviewed going forward, on both the spend and savings.

Where ‘assume prorata to total’ is stated, we have used the following calculation [total reported spend]
divided by [value of spend held in the Observatory] to estimate the spend in each category

Due to the challenges faced in mapping to a single taxonomy, a number of approximations have been
used: further work to clarify the spend in each NPS category would need to be undertaken should the
NPS business case progress to design stage
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. .. Estimated total
Entity Type Description
spend by Sector

Spikes Cavell capture most LG data: less
than 17% is alder than 1 year

. Oracle generated data has been applied to
MNational Health Service £815 == FR
each NP5 Category
Mo significant chan expected in NP5
Welsh Government £466 =1 ==
categories

Includes 2010-11 data for Dyfed-Powys,
Gwent & South Wales Police (NFPIA)

Further Education £115 We assume prorata to total spend

. Estimates from HE cannot be reconciled by
H'Eher Education Eled MNPS category - assume prorata to total
Fire & Emergency Services £35 Captures all non-pay influence-able spend
EA, Forestry & Countrside (EAFC) £55 We assume prorata to total spend

£4,143

Local Government £2,443

£88

Totals

2-1: Data sources used

2.5Dependencies and Assumptions

The ability of the NPS to implement the approaches, deliver the savings identified and proactively support
the development of the Welsh Supply Chain is highly dependent upon the remit given and engagement
model agreed.

Moreover, the financial mechanisms employed to capture, measure and appropriately account for savings
generated through a NPS will need to be designed carefully. This will need to consider the different
arrangements that each Sector currently operates.

2.6 General comments and feedback

Members of the Welsh Purchasing Consortium (WPC) have expressed a number of concerns about the role
and remit of a NPS, and therefore the ability to successfully deliver Best Practice / Managing Demand
themed approaches.

FE commented that the data sets held in the Observatory are not representative of all members — but are
acceptable for the purposes of this exercise.

HE stated they would need to be able to benchmark any agreements set up by the NPS and retain the option
to opt in or out of NPS contracts.

Health have provided estimates on spend in each NPS category based on the LFR3 outputs, but some
categories cannot be reconciled entirely.

In general, all Sectors felt that different organisations within each Sector may have a very different view of
the approaches and savings achievable, and that all savings should carry appropriate caveats.
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3 Categories in scope of a NPS influenceable’
‘Show stoppers’
3.1 Scope identified - revised consultation
revealed common
With the spend refresh and analysis of accessible spend3 complete, the total value of concerns in
subcategories in scope has been calculated to be £967m — 23% of the total reported spend complex and
across the WPS. Just as with total spend, this does not factor in any inflation. Service-based
Of this, around £522m (54% of £967m) has been identified as being influenceable. This is based categorigs
on the work completed to identify the proportion of spend that could be accessed by the The savings model
approaches identified to date — which could increase should new approaches be identified or accounts for
additional subcategories included in the scope of the NPS. Sector concerns —

savings not

This is shown by high level category below in Table 3-1.

Subcategories considered

within the scope of a Factors already considered
National Procurement when defining spend in scope
Service

Subcategories | Accessible Accessible
included in NPS spend in NPS
review (£m)

Category

Hardware, Consumables, Sofware,  Local nalure of some support services;

TR T Tedecoms, Network and Support Relevance of infrastructure-based ICT £288.0

=2
=
=}
2
-
=
=1
1|

Utilities Electricity, Gas and Petroleum Difierent buying behavoir in each Secior £154.7

Mainienance Services, Travel, Local naiure of some services,

Advertising and Printers Cutsourcing £100.1

Facilities & Management Services

Existence of Vendor Neutral and

Human Resources Employment agencies and translaiors e £74.6

Local nature of some services,

e £68.9

Consultancy Business and Technical consuling

-
3]
=
fu),
@
=
o
=
i
=1
]

Vehicle acquisiion, Lease and Hire  Managed Service Coniracts £76.1

Impact on local Suppliers and quality of £53.2

Catering Supplies, Food and Vending Fod I o nehre o e

Local nature of some services;

Partnerships £35.3

Soliciors

Legal Services

Healthcare Medical and Mobiity Equipment Only applies fo community equipment £30.0

General Materials, Elecirical Supplies  Exisience of frameworks in dominant
and Equipment Hire spend area (LG); Specialist supplies
Paper and General Staionery
Supplies

Construction Materials £20.1

Stationery Some specialist Suppliers
Some specialist Suppliers in Heatth and

Furniture & Soft Furnishings Office Furniure & Equipment = p——

Postal Services, Couriers and Maiing  Significant properson of spend resulis

Mail Services Equipment from how organisasons manage mail

Uniformes, Workwear, Proecive and

Clothing e

Some spedialist Suppliers (e.g. Police)
Cleaning & Janitorial Cleaning Materials and Equipment  Some specialist products (e.g. Health) £5.7

Audio-visual Equipment & Supplies  TBC £4.3

TOTALS

® Accessible spend refers to the proportion of spend in that category that can be influenced by applying the
approaches defines — please see 4.2.3 Savings calculation for more information.
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Table 3-1: NPS: influenceable spend in scope

3.2 Accessible spend summary

The accessibility by category by Sector is shown below in Table 3-2.

Accessible spend by Sector (Em per annum, modified)

Category
Further

Education

Local Welsh Higher
Government | Government Education

EA, CW &
FCW

£837 £356 £45 £64 £38 £18 £14
£471 £28 £23 £04 £0.3 £14 £02 £00
£276 £4.1 £129 £05 £08 £07 £06 £01
£519 £32 £70 £06 £04 £09 £01 £02
£196 £145 £37 £01 £05 £0.2 £01 £06
£345 £01 £39 £00 £01 £07 £19 £02
£210 £00 £30 £03 £0.3 £00 £00 £00
£6.8 £104 £21 £01 £0.3 £14 £01 £05
£83 £00 £73 £00 £00 £00 £00 £00
£73 £00 £12 £07 £0.3 £00 £00 £01
£34 £01 £40 £00 £06 £03 £01 £00
£37 £22 £21 £01 £00 £04 £00 £00
£58 £05 £24 £01 £0.2 £04 £00 £00
£34 £00 £25 £01 £02 £01 £00 £00
£23 £00 £07 £01 £00 £00 £00 £00
m £12 £0.3 £0.3 £02 £02 £00 £00 £00
I 7 T A I T R T

Table 3-2: Accessible spend by Sector by category

3.3Summary output of ‘show stoppers’

The consultation exercise to identify high level ‘show stoppers’ was completed mid-January 2012. The
consultation invited Chief Executive Officers and Finance Directors to:

1. Identify show stoppers in any of the high level categories (a show stopper was defined as anything
that would prevent them from supporting the inclusion of that category within the scope of a NPS)
2. Provide any comments to substantiate concerns raised

There are clearly several categories where common concerns exist, including:
Utilities, which received the highest number of show stopper comments, representing the complex
management of this category
Service-based categories including Human Resources (Agencies and Translation), Legal Services
and Catering have all been identified as having potential show stoppers
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It is important to note that many of the show stoppers identified have already been considered within the
savings model. Taking Clothing as an example: the Fire Service and Police buy specialist safety wear; in this
case, the accessibility of spend has already taken this into account in these Sectors.

At this stage therefore, we have not further reduced the current savings range estimates.
For more details on the show stoppers, please refer to the ‘Show Stoppers summary’ report.
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4 The calculation of savings and impact to the economy

4.1 Methodology level
The approach was
Early in the project, a key concern was raised about the calculation of savings. The project to gain as much
methodology was therefore designed to alleviate these concerns. value as possible
This included the development of a model that could accurately represent influenceable spend in in a relatively short
each Sector as well identifying incremental benefits available. A stakeholder engagement plan time scale, using
that enabled a wide range of views to be captured was also used. established data

sources
The model used to
identify savings

The Summary work flow can be seen in Appendix A. The detailed steps shown below were
followed in order to deliver the outputs seen in this report:

Step 1: the model developed with the Procurement Leaders Task Force (PLTF) in December and impact to the
2010 was modified for use within the CaRS workstream (please note: the model is described economy was
below in 4.2, but in summary, its purpose is to capture procurement strategies and to identify based on a model
incremental savings and impacts to the local economy at a sub-category level) used with the PLTF
Step 2: a workshop with the CaRS T&FG was used to share the model and receive initial in Dec 2010

comments and concerns A number of
assumptions will

need to be
reviewed once the
Operating Model
Step 4: modifications were made to the model to reflect the input received and new fields added has been finalised
were pre-populated to produce a final output for review Detailed
assessment of the
impact to the

economy will be
Step 6: led by the CaRS T&FG members, staff from a range of organisations within each Sector developed by the

reviewed and modified the pre-populated outputs to reflect the views held within each Sector Economic

Step 7: a third workshop with the CaRS T&FG members was held in order to obtain a consensus Development Team
view of the appropriateness of the strategies, as well as the resulting savings; several
approaches were rejected at this stage

Step 3: using the data from the PLTF work, the initial outputs were reviewed by the CaRS T&FG
representatives from The Economic Impact Group, The Society of Welsh Treasurers, WPC,
Health and the Police

Step 5: a second workshop with the CaRS T&FG was held to share the updated model and walk
through some examples

Step 8: outputs from the workshop were consolidated and re-distributed to each Sector for further review (a
WPC workshop was held to facilitate this)

Step 9: final comments from each Sector were consolidated by T&FG members and a final, consolidated
version was created — this has been used to provide the outputs shown in this report

4.2 The model — calculation of savings

421 Summary

The model developed to calculate the potential savings uses a number of factors to ensure that savings
identified have a clear rationale, are incremental, achievable and consider Sector-specific constraints.
By using a series of factors that influence the resulting savings, a clear understanding of the rationale behind
the saving is obtained.

To support the identification of appropriate strategies, high level market synopses were developed for each
subcategory, as well as typical cost structures. The cost structure provides a high level view of the typical
cost elements — i.e. Material, Labour, Distribution, Overhead and Profit.
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4.2.2 Themes and Levers

In order to obtain a standardised output which enables flexible analysis, a number of Themes and Levers
were defined to capture the essence of the procurement strategy. Underneath the Themes and Levers,
specific approaches were identified.

The standardised Themes and Levers were defined as:
Theme 1: Leverage our Scale

Description: exploiting the buying power of the WPS, and taking advantage of scale to shape the market to
drive innovative solutions to common requirements
Levers:
Price negotiation through volume leverage — obtaining better pricing for enhanced commitment
Consolidate requirements at tender stage — bringing together WPS requirements as one to eliminate
inefficiencies for both the WPS and its Suppliers
Shape the market — using the advantage of the WPS buying power to encourage the market to
develop new solutions

Theme 2: Managing demand

Description: ensuring that consumption is based on business need: fit for purpose, with payments linked to
results
Levers:
Standardise specifications (and contract end dates) — minimising / eliminating waste from
specifications to enable needs to be met at a lower cost
Reduce use / consumption — ensuring we buy only what we need
Functional, outcomes-based specifications — ensuring outcomes reflect business needs, rather than
working to contractual constraints

Theme 3: Best Practice

Description: implementation and coordination of best practice approaches to category management across
all Sectors in the WPS
Levers:
Configuration of requirements and use of technology — coordinating requirements across the WPS to
reflect best practice, using technology to facilitate where appropriate
Selective risk assessment and mitigation — providing focus at a national level to address specific
concerns within the supply chain, and minimising / mitigating risk
Scope of supply and Make vs. Buy optimisation — working with the WPS and its Suppliers to identify
opportunities to deliver products and services at lowest possible cost

Theme 4: Welsh Supply Chain Development

Description: Proactive engagement with Welsh Suppliers, the development tier 2 and 3 and intelligent
procurement approaches to avoid disadvantaging smaller businesses
Levers:
Centralised Contract Management and single point-of-contact SRM — reducing barriers to working
with the WPS and removing costly duplication of effort
Marketing procurement requirements to potential suppliers and providing support — ensuring that all
businesses are aware of potential opportunities, and encouraged to respond
Partnering / shared or part funding with Private Sector — identifying opportunities to collaborate with
the Private Sector — for example, sharing facilities
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As a number of levers can be employed in the same category, different Phases were allocated to each lever
identified. This both enabled the order of the work to be undertaken to be identified, as well as which
strategies were to be completed in parallel and which should be managed in series.

The phasing will be reviewed in conjunction with the Target Operating Model work.

4.2.3 Savings calculation

The savings in each Sector are calculated as follows in each subcategory for each approach defined:
[Spend] x [Spend adjustment factor] x [Savings %] x [Accessibility] x [Maturity] x [Deliverability]
Terms used:

The Spend is the total spend identified in that category for that Sector, based on data held in the
Observatory, validated and modified by each Sector where appropriate

The Spend adjustment factor is a factor defined by the T&FG to reflect the likely reduction in spend
in that category as a result of ongoing budget pressures

The Savings % was calculated by considering the impact of applying the strategy on the price
structure within that category

The Accessibility is the proportion of the spend in that category to which the identified strategy
could be applied

The Maturity is the degree to which the Sector has already implemented the strategy identified — the
higher the maturity, the lower the incremental benefit; Percentages applied range from 10% (‘fully
implemented’) to 100% (‘not implemented’)

The Deliverability is a factor applied to reflect the ability of the strategy to be successfully
implemented; this uses a simple scale of 1 to 5 where 1 = very high risk (20% factor applied) and 5 =
no risk (100% applied —i.e. no risk adjustment) — this factor was used during the final consultation
process
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4.2.4 Aworked example

Let’s consider subcategory X, with a current spend of £10m in Sector Y

Spend adjustment factor = 10%
Anticipated future spend in the subcategory = £9m

Lever applied: Price negotiation through volume leverage — which primarily addresses the profit element
within the price structure

Current assumed profit = 10%

Savings target as a % of the cost element addressed: 30%

Savings target as a % of the subcategory spend: 3% of category spend (30% x 10%)
Savings value = £270k (3% * £900k)

Let's assume that because of the nature of the items purchased within that subcategory, that the proposed
lever / approach can only be applied to 80% of spend:

Accessibility = 80%
Adjusted savings value = £216k (80% x £270k)

Let's now assume that Sector Y has already partly employed the approach identified:
Maturity = ‘Partly implemented’ — assigned model value = 60%
Adjusted savings value = £130k (60% x £216k)

This defines the maximum savings opportunity in subcategory X for Sector Y.

Finally, and although the strategy and approach are appropriate ones to consider, Sector Y believes that the
implementation of the programme would be problematic for a variety of reasons.

Deliverability = 2 (‘high risk’) — assigned model value = 40%
Adjusted savings value = £52k (40% x £130Kk)

Therefore, the calculated savings for Sector Y = £52k, or 0.5% of the original spend identified in that
category. For the purposes of creating a range of savings, this defines the minimum savings opportunity
in subcategory X for Sector Y.

In this example, for subcategory X for Sector Y, the stated savings range would be £52k to £130k. These
factors were independently assessed by each Sector.

4.3The model — impact to the economy

4.3.1 Summary

Calculating the impact to the economy with any degree of confidence is highly complex, and is dependent on
factors outside the control of the WPS. This work will act as a baseline for the Economic Development Team
and will feed into their work later in this project.

However, it is clear that when applying levers such as ‘Leverage our Scale’, the NPS will need to consider
what support may be required by Welsh-based or highly dependent Suppliers in particular.
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The model developed has a several useful elements of Supplier data, including the Location and
Dependency on business from the WPS. This is limited to the data provided through the Spikes Cavell
Observatory, representing 77% of spend data used in this exercise: we therefore assume that this is
representative of the WPS as a whole.

In order to identify specific areas of risk at a subcategory level, the model incorporates Kraljic’'s framework to
establish the supply risk and profit impact within the each category.

When looking at the lever applied combined with Kraljik definition, the location of the Supplier and the
dependency on the WPS business, it is possible to highlight specific areas of interest.

4.3.2 Location and Dependency

The Location of a Supplier within the Spikes Cavell Observatory is defined by the invoice address. These
are defined as regions within the UK and by Local Authority boundaries.

For the purposes of this report, we have focused on those identified as Welsh Suppliers. Whilst this requires
caveats (for example, in some cases, invoices sent to Welsh addresses will be non-Welsh owned), it
provides a reasonable indication as to the supply profile of the subcategories reviewed.

The Dependency is defined as the proportion of the Suppliers’ turnover represented by business provided
by the WPS. This is broken down into the following risk levels:
Risk Level A: more than 50% of the Suppliers’ turnover (is represented by WPS business)

Risk Level B: 30 to 49% of turnover
Risk Level C: 20 to 29% of turnover
Not dependent: less than 20% of turnover

Whilst this provides a reasonable indication, the data set used does not include 100% of the Suppliers used,
again introducing some error.

4.3.3 Kraljic

The Kraljic framework (shown below) is based on two dimensions for classifying a firm's purchased goods or
services.

Profit Impact: "The strategic importance of purchasing in terms of the value added by product type, the
percentage of raw materials in total costs and their impact on profitability”

Supply Risk: "The complexity of the supply market gauged by supply scarcity, pace of technology and/or
materials substitution, entry barriers, logistics cost or complexity, and monopoly or oligopoly conditions".

The Kraljic model enables us to identify potential areas of both Supplier and Buyer risk, and is used in this
report to ensure that strategies that may impact the Welsh economy are understood.

For more information on the Kraljic model, please see Appendix B.
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5 Savings based on the
approaches
Based on the approaches identified, the total calculated savings across the WPS range from defined
£9.2m to £24.6m, with a calculated average of £16.9m. This represents 1.8% to 4.7% of the The average
addressable spend in scope, with average savings 3.2%. calculated saving

This equates to an average savings value of c. 1.7% of the total spend in the subcategories is £16.9m
This represents

reviewed, before applying any factor for accessibility.
3.2% of the

This section provides various outputs based on the savings ranges calculated. Savings have influenceable
been calculated on the basis that a NPS would have the remit to both represent the WPS as a d4in NPS
whole and to implement approaches identified in conjunction with local resources. zgteengolr?es or

The value of savings is highly dependent on the structure and format agreed; this is covered 1.7% of the total

below in more detail in Section 5.6 Impact depending on TOM selection. spend in
subcategories

reviewed

Business Case - Appendices

5.1By category

The chart below shows the savings range by high-level category across the WPS (all Sectors). accessible
. . . spend, EAFC
Savings range (Em pa) and spend (relative size) by category have the lowest

average savings

W Max total savings of 0.2% and

A Mintotal savings Local
Government the
highest at 3.3%
One third of
savings through

£2.9 f29 .
l Leveraging Scale
£2.4

Based on

£8.4

No major savings
through low
hanging fruit
The top 3
subcategories
represent nearly
half of the total
savings
One-third of
savings are
through
leveraging scale

Key comments: 70% of savings
identified by the

1. Consultancy has been highlighted as a key category for savings and utilises all available :
group as having
levers . .
, . . . high or very high
2. Although ICT s.savmgs are hlgh, they .are proportlonally lower than many of the .other implementation
categories — this reflects a relatively high level of maturity and the high complexity of risk
change; accessible spend will also be influenced by future ICT strategies Savings will be
3. Human Resources savings initiatives focus on agency staff: although relatively mature, it impacted by the
seems there is a recognition that more savings are available in this tough climate Operating Model
4. Facilities Management, Catering and ICT categories are subject to low accessibility in
some organisations, with long-term contracts or outsourced arrangements in place
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5. There was a general recognition that savings in Utilities would need to be viewed in the context of
increasing costs rather than reductions in current spend; this is a highly complex area of expenditure
with different arrangements in different Sectors — reflected by low confidence in deliverability

5.2By Sector

The chart below shows the savings range by Sector.

For the avoidance of doubt, and to aid the understanding of this chart, the difference between minimum and
maximum savings reflects the perceived challenges in implementation.

Maximum savings already consider both the accessibility of spend and the maturity of implementation of the
strategies identified, and is specific to each Sector.

The ‘Average annual savings %’ shows the total saving in each Sector based on the average between the
maximum and minimum, as a percentage of the influenceable spend in those categories defined as in
scope.

Annual savings range by Sectorin £m and % accessible spend

W Maximum annual savings (Em)
M Minimum annual savings (Em)

A Average annual savings (%)

A 2.6%
A 2.3%
A 1.8%
A 1.2%
£0.5
£0.2 £g1 £0.2 £0.3 g £0.2 go.1 £0. Mg 2%
Local Welsh Health Higher Further Police Fire EA, Forestry &
Government Government Education Education Countryside

Key comments:

1. Local Government spend represents over half of the total expenditure across the WPS, so it is
perhaps not surprising to see the highest savings (in monetary terms) also from this Sector

2. Average savings in Local Government, Welsh Government and Health are all very similar, around
3.1% to 3.3% of influenceable spend

3. Average savings in HE, FE, Police and Fire are all less between 1.2% and 2.6%; this is partly due to
the mandated use of other arrangements in some subcategories, which has lowered the accessibility
of spend

4. Due to other business priorities, EA, Forestry Commission and Countryside for Wales were not able
to complete a full assessment of the proposed procurement strategies, and are therefore based on
average factors; these savings need to be considered appropriately
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5.3By Theme and Lever

The charts below show the savings range by Theme (bar chart) and Lever within each Theme (pie charts
below).

NPS Savings: by Theme (Em per annum)

W Min annual savings
W Av annual savings

Max annual savings

36.4% of total
average

30.7% of total
average 28.0% of total
average

4.8% of total
average

Best Practice Leverage our Scale Managing demand Welsh Supply Chain
Development

Key comments:

1. Based on the average savings, applying levers relating to Leveraging scale provides the highest
maximum and average savings, representing 36.4% of the total average savings; Leveraging scale
is generally seen as an obvious benefit of collaborative work; the minimum savings are
approximately half of the maximum savings identified, which suggests that there is less perceived
risk around implementing such approaches

2. Best Practice represents behind with 30.7% of the total savings; however, there is a general concern
that this may not obviously fall within the remit of a NPS. This is discussed later in 5.6 Impact
depending on TOM selection.

3. Managing demand (28%) relates to standardising specifications, buying less or changing buying
habits; concerns were again raised about the ability of a NPS to influence such factors

4. Finding viable strategies to both support the Welsh Supply Chain and deliver savings proved difficult
in practice; some approaches were explored and are discussed below in Section 0, Error! Not a
valid bookmark self-reference.
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The four pie charts below show the relative proportion of the average savings identified by applying each of

the Levers within each Theme.

NPS Savings: Best Practice by lever Configuration of

requirements
and use of

Selectiverisk____
assessmentand
mitigation
11%

Functional,
outcomes-based
specifications

2%

NPS Savings: Manage our Demand by lever

Functional,
outcomes-based
specifications
Standardise 41%
specifications
(and contract

end dates)
45%

e Reduceuse/
consumption
14%

Key comments:

NPS Savings: Leverage our Scale by lever

Consolidate
requirements at
tender stage and

through
frameworks
8%
’
Price negotiation
through volume
92%
NPS Savings: Support Welsh Supply Chain by lever
Centralised
Contract
Management

and single point-
of-contact SRM
36%

Marketing
procurement
requirementsto |
potential
suppliers and
providing
support
64%

1. Make vs. Buy represents nearly three-quarters of the savings in the Best Practice theme; the ability
of a NPS to influence such decisions is dependent upon the remit given

2. Price negotiation represents 92% of the savings within Leverage Scale; this often focuses on
Supplier consolidation and squeezing margins, although providing greater commitment and visibility
of spend will allow Suppliers to tap into operational efficiencies

3. Two biggest savings in the Manage our Demand Theme are the standardisation of specifications and
the development of functional, outcome-based specifications; whilst the implementation of category
management at national level is the most efficient way to ensure these savings are optimised, local

stakeholders will need to be fully engaged

4. Two-thirds of savings from the Support the Welsh Supply Chain theme are from marketing
procurement requirements to potential Suppliers and providing support; whilst Sell2 is a good
advertising platform, the implication here is that a different, highly proactive engagement with local
Suppliers would be required. This may mean additional resources and skills are needed.
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5.4By Deliverability risk rating

The pie chart below shows the average savings by Delivery risk level, as defined through the work with the
CaRS T&FG and other Contributors; below the pie chart are tables showing the value of savings by category,
based on the various levers identified.

Total savings by Deliverability risk rating (average savings, £m)

Very high risk
£3.5

Moderaterisk
£2.7

High risk
£8.4

Key comments:
There are no ‘No risk’ savings identified, implying that ‘easy wins’ have already been done

The ‘Low risk’ and ‘Moderate risk’ savings should be considered as a priority area of focus
‘High risk’ savings will require challenge and prioritisation
‘Very high risk’ savings are going to be difficult to realise

e S
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5.4.1 Savings over £1m

Moderat
Subcategory Approach Low risk .e;a € High risk -
ris|

Regional / National cross-sector collaboration:

- Use of business modelling to identify costs £898
- Communication of contracts, outputs and best practice (library)

Set up a searchable library of expertise using Regional / National cross-

Management Best Practice i £1,500 £3,472
sector collaboration and workforce development

Leverage our
Scale
Business &

Consultants ) i N o o
o . Categorise requirements, then facilitate specification through provision
anagin,
demaid e of templates based on outcome commissioning and performance-based £1,074
remuneration
Set up of All wales framework (with regional lots) to include the
Leverage our . - I
scal segmentation of market and standardisation of roles specification and fa14
e
Employment & terms and conditions: alignment of rates, margins and temp to perm
. . B Development of internal talent pool(s) / agency(ies), and exploitation of £1,884
Recruitment Agencies Best Practice £1,291
Welfare-to-Work contracts recently awarded by DWP
‘Welsh SC Waork with All Wales master vendors / vendor neutral to retain and £179
Development expand use of local suppliers
Leverage our National framework agreement with geographical lots to allow access to T
Scale local businesses, based on schedule of rates and volume rebates
. Set up a searchable library of expertise using Regional / National cross-
Best Practice R £393
Computer Consultants sector collaboration and workforce development £1,115

Gather volumes of requirements for each sub-category, thoroughly
investigate Welsh supply market and issue Rfl towards all prospective £76
suppliers identified

Welsh SC
Development

Key comments:

1. The highest average savings are in the Business & Management Consultants category, but all of the
approaches identified have a high risk around implementation

2. There is a large saving associated with Employment and Recruitment Agencies, mostly through the
creation of a talent pool, rated as very high risk in terms of successful implementation

3. IT Consultants approaches are all identified as high risk, but offer good opportunities for Welsh
Supplier development

4. These are shown in more detail in 5.5 Top 3 subcategories: an overview.

5.4.2 Savings over £500k

Moderate
Subcategory Approach Low risk risk High risk -

Leverage our

Create national contracts for all main applications £0 £0 £0 £206
Computer Systems 8&  Scale i £634
Software (sales) Managing Agree on standardisation of all main applications for all forthcoming 128 0 0 0
demand requirements
Leverage our ) 3
" - Tender for a single Wales-wide contract £121 £0 £0 £0
Office Stationery Scale £634
Supplies Managin
e L Systematically monitor use of branded vs. non-branded items £0 £512 £0 £0
demand
s . Create and mandate templates for the specification of functional
Facilities Managing . R R R R
requirements expressed in desired outcomes. Determine local baseline £0 £0 £620 E0  £620
Management demand )
of costs and performance accordingly
Leverage our ; 5 , ,
scal Consolidate all Wales volumes through a contract with a single supplier £0 £0 £0 £71
Electricity Companies € £614
. Assess as many market price management models as possible, including
Best Practice B B £0 £0 £0 £543
the 'Capital at Risk' approach
Leverage our
scal & At tender stage, create geographical lots + 1 lot for the whole of Wales £0 £81 £0 £0
e
Managin Create and mandate templates for the specification of functional
. . &ing requirements expressed in desired outcomes. Determine local baseline £0 £0 £349 £0
Security Services demand £505
of costs and performance accordingly
Welsh Suppl
. PRy Anticipating on a reduced number of suppliers used, centrally resource
Chain £0 £0 £75 £0

the contract management with a network of local correspondents
Development

Key comments:
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1. Computer systems and software appears to offer savings opportunities through both leveraging
scale and managing demand; although there is low risk associated with standardisation, this may be
more challenging in practice

2. Despite being a relatively mature category, feedback identified further opportunities to make savings
in the Stationery category; Leveraging scale was identified as low risk, but implies a greater level of
commitment would be required

3. Facilities Management and Security Services focus on the development of outcome based
specifications, rather than the standard input-based contracts; long-term commitments in various
sectors mean that the accessibility of spend has been identified as relatively low

4. Potential savings identified in Electricity Companies would be realised through an alignment across
sectors: this has been identified as very high risk

5.4.3 Low value Savings

Moderat
Subcategory Approach Low risk .e;a € High risk -
ris|

Disability Equipment - Leverage our

| Tender for a single Wales-wide contract £0 £0 £A7 £0 £47
Mnfrs & Suppliers Scale
. . Leverage our R R
Mailing Equipment scale Tender for a single Wales-wide contract £0 £45 £0 £0 £45
Best Practice  Mandate use of e-catalogue from selected supplier £0 £0 £17 £0
Catering Supplies Managing Standardise solutions based on restricted catalogue from a single 0 £12 0 0 £29
demand supplier
Leverage our R R
Paper Merchants scale Tender for a single Wales-wide contract £29 £0 £0 £0 £29
;i::age our Tender for catalogue of typical services on a schedule of rates £0 £0 £0 £21
Internet Services Welsh Supply Gather volumes of requirements for each sub-category, thoroughly £27
Chain investigate Welsh supply market and issue Rfl towards all prospective £0 £0 £0 £5
Development suppliers identified
Carry out inventory of Lifts estate, determine baseline of maintenance
. Leverage our costs and tender for national contract with regional lots + 1 lot covering
Lift Mnfrs _ £0 £25 £0 £0 £25
Scale the whole Country; contract to include schedule of rates for
maintenance of newly installed lifts, just in case
Leverage our Gather volumes of requirements for each sub-category and create 0 14 0 0
Scale baseline through a basket of goods for each authority in scope
Hire Centres Tender requirements for a framework agreement awarded to ideally no £24
0 more than 3 suppliers, based on proposed discounts for each sub- £0 £10 £0 £0
category + volume rebates
Leverage our Tender for national framework with geographical lots, including volume
Tyre Dealers £0 £23 £0 £0 £23

Scale discounts
Tender for a national framework agreement with regional and language

Translators & Leverage our | ) ) )
lots, with nationally applicable schedule of rates depending on language £19 £0 £0 £0 £18
Interpreters Scale
and volume rebates
Leverage our Consolidate volumes in a national tender with regional lots, agreeing @ = W o
Vending Machines-  Scale share of revenue fee model 18
Sales & Service Managing Reduce variety of machines used / products vended, putin place . o - o
demand agreements with machine / product suppliers
Cash & Carry Leverage our Consider optimisation of distribution to include local producers and
| £0 £0 £0 £16 £16
Wholesalers Scale negotiate volume rebates
Petroleum Products - Leverage our Tender for nationwide contract with max 3 suppliers, including volume
£0 £0 £13 £0 £13
Mnfrs Scale rebates
Leverage our Tender for nationwide contract with max 3 suppliers, including volume
Fuel Dealers £0 £0 £4 £0 £4
Scale rebates
Consolidate Supplier base down to 1 single badge for non-special
Leverage our . . i ) . -
Car Mnfrs scal vehicles and rationalise and standardise requirements with regards to £0 £0 £2 £0 £2
e
vehicle types
Key points:

1. Totalling £343k savings (average), these approaches should be de-prioritised or refocused
2. Opportunities to support the development of the Welsh economy through alternative approaches
should be sought
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5.5Top 3 subcategories: an overview

This section describes the top 3 subcategories according to the value of average potential savings. These
are: Business & Management Consultants, Employment & Recruitment Agencies and Computer Consultants.

Each sub-section considers one subcategory and includes key data including: spend (total and by Sector),
the supply profile and key contracts, as well as the strategy, accessibility, deliverability, savings and
feedback.

5.5.1 Business & Management Consultants

% Spend Supplier Dependency Spend by Sector (Em)

Current

i R . Further Education. Fire Service
Accessible |with Welsh Kraljik £0.3 _£0.1
Subcategory . contracts / A Higher . Police EA, Forestry &
Spend (£m) | Suppliers quadrant - Education_ . £0.1 _ Countryside
St frameworks f>50%T/0) T g = fns

B GPS Framework
Business &

Management £23.8 21%
Consultants

Service - (|
£3.2
Local Government
agreementfor  Strategic =2

professional Critical
Welsh

services Government
£113

4% 20% 9%

Minimum|Average | Maximum
Accessible | Weighted annual | annual | annual

[Approach Summary feedback

Spend (£m) |Deliverability| savings | savings | savings
(£000s) | (£000s) | (£o00S)

Regional / National cross-
sector collaboration:

Leverage our Price negotiation - Use of business modelling to

General agreement with
through volume

identify costs principle; spend will be £23.5 High Risk £513 £398 £1,283
leverage

reduced

Scale
- Communication of contracts,
outputs and best practice

Set up a searchable library of A pool of expertise 'solutions
Scope of supply and  expertise using Regional / pool' does exist, butis

Best Practice Make vs. Buy MNational cross-sector relatively immature; Remit of £23.5 High Risk £500 £1,500 £2,499
optimisation collaboration and workforce  NPS to provide this facility
development questioned
Categorisation of
Categorise requirements, reguirements is complex;
then facilitate specification  there should be a system in
) i through provision of place to provide support and
Managing Functional, outcomes . : )
o templates based on outcome  advice based on the £23.7 High Risk £358 £1,074 £1,790
demand based specifications o -
commissioning and experience of others before
performance-based consultants are engaged;
remuneration approach may not be suitable

for all sub categories

Key points:

1. Astrategic critical subcategory with 21% spend currently with Welsh Suppliers; a third of spend is
with Suppliers who have a significant dependency on WPS business

2. Accessible spend is dominated by Welsh Government, with Local Government and Health also
significant contributors

3. Three levers are identified consider savings of between £1.4m to £5.6m — the large range a result of
the high risk associated with implementing the approaches defined; Work with the Economic
Development Team will focus on how we can engage proactively with Welsh Suppliers to support the
Talent Pool opportunity
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5.5.2 Employment & Recruitment Agencies

supplier Dependency Spend by Sector (£M)  ;ugnercducation "
0.4 Service

% Spend .
Kraljik Higher Education_ £0.1

. ; Current
Accessible | with Welsh
Subcategory i contracts /
Spend (£m) | Suppliers

current

Police
£0.9 __EA, Forestry &
) Countryside
£06

A £0.6
quadrant National Health
frameworks {=50%T/0) | (30-49%T/0) | (20-29%T/0) Soie
.7
Welsh €.
Government __

Contracts with £27

Matrix SCM,
0GC
Employment & )
B Framework, Tactical
Recruitment £63.0 24% . 4% 4% 35%
) Thames Valley Acquisition
Agencies )
Police
Framework and
MSTAR

Local Government

Minimum JAverage | Maximum
Accessible | Weighted annual | annual | annual
Spend (£m) |Deliverability| savings | savings | savings
(£000s) | (£000s) | (£000s)

[Approach Summary feedback

Set up of All Wales framework
(with regional lots) to include

Ongoing ICT requirements in
this area being delivered;

the segmentation of market

Price negotiation

Leverage our and standardisation of roles

through volume o Relatively mature, savings £63.0 Moderate risk £311 £414 £518
Scale specification and terms and o :
leverage o . need to be revisited at design
conditions: alignment of 5
stage
rates, margins and temp to e
perm
Development of internal A talent pool was established
Scope of supply and  talent pool(s) / agency(ies),  in 2010; HR involvement
Best Practice Make vs. Buy and exploitation of Welfare- required; Remit of NPS to £58.1 Very high risk £430 £1,291 £2,152
optimisation to-Work contracts recently provide this facility
awarded by DWP questioned
Centralised Contract Work with All wales master .
Welsh Supply Managed service agreements
. Management and vendaors / vendor neutral to ) | :
Chain ) ) - already in place and working, £67.0 Low risk £159 £179 £199
single point-of- retain and expand use of local )
Development ) agree with NPS approach
contact SRM suppliers
Key points:

1. Atactical acquisition subcategory with 24% spend currently with Welsh Suppliers; 43% of the spend
is with Suppliers who have a significant dependency on WPS business

2. Several framework contracts exist already, across all Sectors

3. Spend is dominated by Local Government, with Welsh Government and Health also significant
contributors

4. Three levers are identified consider savings of between £0.9m to £2.9m; the largest savings
approach (to develop a comprehensive talent pool) has been highlighted as being very high risk to
implement — this will be mitigated by working closely with Suppliers to identify how a talent pool
could be structured
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5.5.3 Computer Consultants

Supplier Dependenc Spend by Sector (Em
% Spend _ ppl p ¥ p y (€m)
. N Current

Accessible | with Welsh
Subcategory A contracts /
Spend (£m) | Suppliers

current

Fire Service
Kraljik Further pojlice  £0.1
A Education gp o
quadrant Higher £0
frameworks {>50%7/0) | [20-43%7/0) | [20-29%7T/0) Education
National Heallh.ﬁc'u
Service s
£2.5

EA, Forestry &
__Countryside
£0.5

GPS Framework
Local Government

Computer agreement for  Strategic
P £15.4 10% & : e 5% 5% 0% Welsh
Consultants professional Critical Government
services e
Minimum JAverage | Maximum
Accessible | Weighted annual | annual | annual
[Approach Summary feedback

Spend (£m) |Deliverability| savings | savings | savings
(£000s) | (£000s) | (£000s)

National framework
agreement with geographical Modest savings reflect the

Price negotiation

Leverage our lots to allow access to local fact that many frameworks . i
through volume ) ) £14.9 High risk £369 £646 £923
Scale : businesses, based on already exist - would need to
everage
E schedule of rates and volume offer some commitment
rebates

Set up a searchable library of
Scope of supply and  expertise using Regional
) P PRy p_ BhReg / approach; Remit of NPS to ) )
Best Practice Make vs. Buy Mational cross-sector ) ) . £14.9 High risk £131 £393 £655
o ) provide this facility
optimisation collaboration and workforce )
questioned
development
; Gather volumes of
Marketing )
requirements for each sub-
Welsh Supply procurement category, thoroughly
- requirements to !

Development

General agreement with

A ibili babl
investigate Welsh supply ceessibility probably £14.9 High risk £25 £76 £127

overstated
market and issue Rfl towards
all prospective suppliers
identified

potential suppliers
and providing
support

Key points:

1. Astrategic critical subcategory with 10% spend currently with Welsh Suppliers; 10% of the spend is
with Suppliers who have a significant dependency on WPS business — so relatively low — and an
opportunity for expanding Welsh-business interest

2. Local Government, Welsh Government, Health and the Police are all significant contributors

3. Three levers are identified consider savings of between £525k to £1.7m — the large range a result of
the high risk associated with implementing the approaches defined

5.6Impact depending on TOM selection

The savings achievable by a NPS is directly linked to the remit of the Organisation.

For example, even the most well managed framework will not offer the same price leverage as a centrally
controlled contract: Suppliers will always reflect their view of realisable risk in their pricing.

The main concern expressed by the Project Team relates to the ability of a NPS to deliver savings through
implementing Best Practice or Demand Management. With two-thirds of the savings relating to these two
Themes, this is a critical consideration for this project.

In addition, 70% of the savings are identified as having high or very high implementation risk — i.e. the group
has significant concerns about the ability of a NPS to deliver these savings.
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Business Case - Appendices

These outputs will now feed into the Target Operating Model for consideration alongside the role and remit of
the NPS.
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6 Impact to the Welsh economy who are highly
. . . . . dependent on
In introducing this section, there are three key points to note: WPS business
These initial outputs will feed into the work that will be completed by the Economic Opportunities
Assessment Team during the course of this project for Welsh
The definition of Welsh business only relates to the address to which the invoice Suppliers have
originated — if required to deliver the products or services to the WPS in Wales, the local been identified,

but may well
require
investment
Further
opportunities to
positively impact
This section highlights a number of areas that will be developed further through the work with the the Welsh

workforce will be employed regardless of the ownership of a company
Procurement regulations clearly state that no company can be treated preferentially, and
any award of contract must be based on best value and best quality. However, it is
possible to base part of the evaluation on community benefits delivered.

Economic Development Team. economy will be
developed with
6.1Welsh Supplier dominated subcategories the Economic
Development
In assessing the potential impact to the economy in Wales by employing the purchasing Team later in
strategies identified, it is perhaps sensible to first consider those subcategories where the WPS the project

uses a high proportion of Welsh Suppliers.

The total spend with Welsh-based Suppliers is 15%; however, there are 15 subcategories where
Welsh Suppliers have a significant dependency on WPS business.

16% spend is with Suppliers who are very dependent on WPS business (more than 50% turnover) and a
further 14% are moderately or highly dependent (20% of turnover or more).

The table below shows the 10 subcategories with the highest proportion of Welsh Suppliers. Represented

as a heat map, the table shows Supplier profile by subcategory (left of the table) and the savings by lever (to
the right), with cells in red highlighting relatively high values, followed by orange, yellow and green.

Average annual savings

% Spend with

Total

Subcategory spend £m Ac:c:essit?le WEI_Sh Best pEisn Sty

(modified) spend £m Sl.lpp-lll'-_'l'E L Chain
current Development

Printers 25

Translators & Interpreters £2.7 £1.?|_ 2% 28% 18% 0.7%

Car Rental £5.3 o[BI o 69% 3% 1.7%

Hotels £11.7 £6.0 96% 10% 3% 1.0% 1.4%

Photocopiers £2.6 e1s| Bk 0% 0% 0.8%

Solicitors £35.3 £21.8 T7% ; 22% 11% 0.3% | 0.4% 0.1%

Office Furniture & Equipment £14.2 £8.6 75% 1% 25% 2% 1.9% |

Safety Equipment & Clothing £3.8 £2.9 72% 0% 4% 29% 19% | 1.3% 1.0%

Paper Merchants £4.8 £2.7 60% 0% 29% 0% 0.6%

Signs & Nameplates £2.4 £1.0|f 56% 0% 9% 21% 0.9% 4.5%

Key comments:

1. The Photocopiers subcategory, which is largely maintenance services, stands out as having a very
high proportion of local Suppliers very dependent on WPS business. The largest element is in
applying demand management: further work will need to be undertaken at the design stage to
understand any implications on services required from Suppliers
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2. Office Furniture & Equipment also has a high proportion of Welsh Suppliers, also highly dependent
on WPS business; with 1.9% savings through leveraging scale, the NPS would need to work closely
with businesses to support the delivery of these savings

3. Approaches accepted in the Car Rental subcategory focus on managing demand — as the key cost is
in the purchase of vehicles, this may represent a short-term challenge for Suppliers: the NPS would
be able to take a leading role in minimising any risk. There may be further scope for introducing
other levers to this category, depending on commonality between Sectors

6.2Leveraging Scale: strategically important categories

The chart below highlights the top 10 subcategories by value of savings identified, where the lever applied is
leveraging scale. This chart is a subset of the overall savings data for leveraging scale, showing only those
subcategories falling within the strategic critical and strategic security Kraljic categories.

NPS Savings: average savings by Deliverabilityrisk category (top 20)

£4.0 B.0%

W Average savings (£m)

£3.5 4
A Savings %
£3.0 H
£2.5
£2.0
£1.5
£1.0

£0.5

Average annual savings [£m)

£0.0
w w w — b w w w w W w w —_— w w
4 4 4l = ] i} [ 2= i o H = o 4 & ) a2 c o 2
£ 0L 08 T2 £ 5 £ 08 8 & s E 8 2% 5 5 5 %
c ] = L] 8 £ = = = <] =] o c - m = £ 5 =
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EJ £ (] % =) @0 %D @ v W A EJ 5 P S 5 = 7
S % v | & & £ & 2 £ = > = 8 ¢ =T B 3
F=R = 21 8 8 s O £ 8 I b g 2 : £ w5 O
2 =z % &|z 3 = § 3 § 2 E 8 vl E £ = 5 @
E 5 3 :l c ] Iy il g [ = o £ o} =1 [a] @ n =
5 = o 4] 3 Y = A e = = o 7] & 5 wn 3
=1 ] st £ o =1 @ 3 = =t =
5 ¥} A bl o £ = £ 2 a 5 E of - = = 5
] a . = o 5 T c E m @ o “ o £ = o
o w 7] = [%] m 5] £ u o £ [s] =] -
5 [} S w = o = [ L o [
o a W = 5] N of 2 0 W @
..- = c ] (o] - . = [3] £
c £ o ] =z [= ) = = &
T =] w oF it o L ] e Z
£ o £ W £ a = o] >
= O o = 5 3 o
K] % | £ = o r
o ‘@ o
£ a3 £ S &
] ]
g [#]
E
o
£
[
L)
Very high risk High risk Average risk Low risk

Key comments:

1. Interms of average savings, the two highest are both Consulting subcategories; although neither has
been identified as being highly dependent on WPS business, some savings are expected by
applying price pressure in the short-term

2. Savings through price leverage in other subcategories are relatively low, perhaps reflecting the fact
that other levers may offer better results in strategic areas of spend
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6.30pportunities for Welsh businesses

Several of the approaches identified opportunities for Welsh businesses to:
Grow their business with the WPS
Work with the WPS to drive added value, rather than reduced margins
Have better access to opportunities to work with the WPS

Although savings associated are relatively small (less than 5% of total savings — see section 5.3 above),
nonetheless it is clear that there is a real focus to try to find ways to both save money and support the Welsh
economy.

The table below shows the top 3 subcategories (by savings value) under the Theme ‘Welsh Supply Chain
Development’.

.. % Spend with Weighted
Kraljik Average . i i
Subcategory Lever [Approach i Welsh Suppliers | Deliverability
quadrant savings B
(current) (risk)

_ R — - Marketing procurement Gather volumes of requirements for each
Computer Systems & i i , i i
requirements to potential  sub-category, thoroughly investigate Strategic
Software 4 ) p_ i eory, e \"_ 8 ”g £274.6 5% Very high risk
T suppliers and providing Welsh supply market and issue Rfl towards  Critical
) g support all prospective suppliers identified
- Centralised Contract Work with All Wales master vendors / )
Employment & ) ) Tactical )
) ) Management and single vendor neutral to retain and expand use of . 179.0 24% Low risk
Recruitment Agencies ) ) Acquisition
point-of-contact SRM local suppliers
Marketing procurement Gather volumes of requirements for each
requirements to potential  sub-category, thoroughly investigate Strategic
Computer Consultants d ) p_ ) gory enly . & . 2 £76.0 10% High risk
suppliers and providing Welsh supply market and issue Rfl towards  Critical
support all prospective suppliers identified

Key comments:

1. Computer Systems & Software and Computer Consultants: the commercial development of
computer-related services (bespoke software and specialist consulting) means that there are many
more individuals and small companies with appropriate skills to provide the support required. This
should essentially offer more local opportunities; however, this type of proactive engagement would
require resource to deliver — and investment is not considered in these savings numbers

2. Employment & Recruitment Agencies: the basic model of any co-ordinated vendor management
system is to pay an administrative fee to an intermediary company in order to access the best price
available. This invariably squeezes the margin of local businesses; through the implementation of
centralised contract management and SRM, there is an opportunity to achieve the same efficient
management whilst removing some of the margin pressure on local business. This again implies
investment, both in technology and resources.
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7 Conclusions

The work completed to date provides three main conclusions; these are covered in the sections 7.1 to 7.3
below. Suggested next steps are provided in section 7.4 below.

7.1 Categories to be within the scope of a NPS

A National Procurement Service could appropriately manage 16 main cross-Sector categories with a total
value of £967m, which represents around 23% of the total spend on goods and services in Wales (£4.1bn
within the scope of this review).

Based on the approaches identified in the subcategories reviewed, the influenceable scope reduces to
£522m once various factors have been taken into account. This could increase if new approaches are
identified or if the scope be extended into other subcategories. Should the NPS OBC be approved, further
work may be required to obtain a clear picture of addressable spend in all Sectors.

The consultation completed on the basket of categories within scope of a NPS did highlight a number of
common concerns, including the mandated use of National arrangements in certain Sectors and the
incremental benefit available where proposed strategies have already been adopted by a Sector.

However, the mechanics of the model used ensures that the majority of these issues are accounted for in
each Sector. This is achieved through the use of 3 factors:
Accessibility — the proportion of spend that can be addressed

Maturity — the degree to which the identified strategy has already been implemented
Deliverability — the ability to implement the approaches and deliver the savings identified

7.2Savings

The model used to identify savings and impact to the economy was based on the model used with the
Procurement Leaders Task Force in December 2010. The model was modified to take account of additional
factors, ensuring the savings calculated represented incremental benefit available.

The identified potential savings range across the WPS was calculated to be between £9.2m and £24.6m per
annum, excluding any investment required. The average calculated saving is £16.9m.

The maximum savings figure takes account of Accessibility and Maturity; the minimum savings figure
considers the Deliverability risk around being able to successfully implement the approach and deliver the
savings identified.

Local Government has the highest average savings as a proportion of the total spend in NPS categories,
totalling 3.3% of addressable spend in scope. Average savings vary between 0.2% and 3.1% in other
Sectors and is heavily influenced by the accessibility of spend in certain categories; this is due in part to the
mandated use of national arrangements in some Sectors.

The model uses Themes and Levers to classify approaches; the 2 key Themes as identified by the work
completed in Product 2 are Best Practice and Leveraging Scale, representing more than two-thirds of the
savings.

Concerns have been raised about the remit of a NPS and therefore the deliverability of several of the
approaches identified. This has contributed to the wide range of savings in several subcategories. Indeed,
there are no major savings available through low risk approaches, with many approaches considered to
carry ‘very high risk’ and ‘high risk’ of successful implementation.

The top 3 subcategories represent nearly 50% of total savings, providing a focus for further detailed work
post OBC approval. The overall level of savings achievable will be impacted by the Operating Model
selected, which needs to be carefully considered in the final business case.
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The savings calculated assume that the NPS would have the remit to act on behalf of the WPS, and to work
with local stakeholders to implement the approaches identified. Should this not be the case, savings are
likely to reduce.

7.3Impact to the Economy

Overall, only 15% of spend in the categories identified as in scope is with Welsh-based Suppliers. Whilst
local jobs are supported regardless of the Supplier ownership, this does suggest there may be a real
opportunity to proactively engage with the local market to maximise their opportunities for business with the
WPS.

Although procurement regulations prevent preferential treatment of any Supplier, a NPS could:
Coordinate across sectors to provide greater visibility of supply opportunities to appropriately
qualified Suppliers
Consider the creation of smaller cross-Sectoral lots to deliver efficiencies and community benefits
that may otherwise be unavailable through single-sector sourcing processes
Ensure that best practice is shared to deliver required outcomes as efficiently as possible

16% of WPS spend is with Suppliers who are very dependent on WPS business (more than 50% of the
Supplier’s turnover) and a further 14% are highly dependent (20% of turnover or more). Where approaches
being used leverage scale, there is a clear need to understand any risks to highly-dependent Suppliers, as
the implication is either margin reduction or Supplier consolidation.

Savings in ‘strategic critical’ categories provide an opportunity to develop longer-term relationships with
Suppliers to find innovative solutions to meet the needs of the WPS and to mitigate risk for both the WPS
and its Suppliers.

Opportunities to support the development of Welsh Suppliers have been identified, but many require
investment in order to successfully implement. In terms of overall savings, less than 5% is attributable to
approaches associated with supporting the development of Welsh Suppliers.

Work commenced during this phase of the project will be further developed by the Economic Development
Team in due course.

7.4 Next steps

7.4.1 Scope

The overall scope of 23% of total spend is consistent with other national procurement services, such as
Scotland. Although the scope could be increased to consider other areas of spend, those categories
identified provide a solid base from which to work.

Should the project be taken forward beyond the Outline Business Case stage, concerns highlighted through
the ‘Show Stoppers’ consultation would need to be referenced and revisited.

7.4.2 Savings

The model used is more likely to underestimate savings than to overstate them. Should the OBC be
approved, the assumptions made would need to be revisited to identify any the impact on the savings
calculated.

In addition, further work should focus on identifying additional or alternative approaches to increase savings.
This should involve working with category-focused stakeholders (e.g. ICT) and Suppliers to encompass their
views and test assumptions made.

The Target Operating Model Group will now need to consider:
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Based on the model selected (i.e. the role, remit and governance of a NPS), the impact on savings
identified. This should consider appropriate Terms of Reference and address the need to develop
category expertise in order to increase the influence on standardisation and demand management
approaches
The resourcing levels and prioritisation of initiatives, to include:

o afocus on lower risk approaches initially as these have general ‘buy-in’

o further exploration of approaches with higher savings and higher risk in order to identify ways

in which risk can be mitigated without reducing the savings

The mechanism for calculating and accounting for savings, which needs to consider current methods
for budget control in each Sector

7.4.3 Economic Impact

With many factors outside the control of procurement, the impact to the economy is impossible to calculate
and should be explored further with the Economic Development Team.

As well as determining the economic impact of applying the approaches identified, this work should also
consider alternative approaches that could provide additional benefits to the Welsh economy.
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Appendix A: Summary work flow

Define
High Level

Refine
Scope

Identify
strategy

Identify
impact

Step 1: Agree those categories that all Public Sector bodies /
organisations commonly buy from every year

Step 2: Within each category, identify the proportion of
expenditure that could be addressed through a common
sourcing plan

Step 3: Identify a small sample of commonly purchased goods
(a ‘top 10’) and establish price and specification variances that
currently exist, as well as contracts and frameworks used

Step 4: Establish outline procurement strategies that could be
used to deliver savings at a sub-category level

Step 5: Based on adopting those strategies, identify both the
likely savings and impact on the local and national economy —
this provides the overall picture for the outline business case

Appendix

Product 2, covered in this report
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Appendix B: Kraljic model

The Kraljic model distinguishes between the following 4 categories:

High A
Tactical Acquisition Strategic Critical
Exploitation of Diversify, balance or
purchasing power exploit
g
Q
=
"'E Tactical Profit Strategic Security
o
Efficient processing Yolume assurance
Low Supply Risk High

Figure 4-1: Kraljic Matrix

Definitions

Strategic Critical (high profit impact, high supply risk): These items deserve the most attention from
purchasing managers. Options include developing long-term supply relationships, analysing and managing
risks regularly, planning for contingencies, and considering making the item in-house rather than buying it, if
appropriate.

Tactical Acquisition (high profit impact, low supply risk): Purchasing approaches to consider here include
using your full purchasing power, substituting products or suppliers, and placing high-volume orders.

Strategic Security (low profit impact, high supply risk): Useful approaches here include over-ordering when
the item is available (lack of reliable availability is one of the most common reasons that supply is unreliable),
and looking for ways to control Suppliers.

Tactical Profit (low profit impact, low supply risk): Purchasing approaches for these items include using
standardised products, monitoring and/or optimising order volume.

Based on the spend and Supplier profile, each subcategory has been allocated to one of the 4 quadrants
identified above. This has enabled further detailed analysis around risk to be completed.
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Appendix 3 — List of Workshop Attendees and Governance Structure

Procurement Board
Tracey Lee (SROY Alison Standfast, Catherine Weller, Kemy Wilson (VW) Jonathon Rae (WLGA),
Roger Jones (LA} Jo Jordan, Neil Frow(NHS}; Andrew Bevan (Police); Tracey Burke (BETS};
Liz Aitken (Fire and E mengency Service), Denis Jones (HE), Mark Jones (FE ) Martin Mansfield (TUC);
MNick Sullivan (VW
Observers: Pier Bisson (Public Serﬂce Reform}; Jeremy Morgan (WAD )
|

Governance

NPS Project Board
Tracey Lee; Cathenne Weller, Alison Standfast;
Jo Jordan; Roger Jones

$

NP5 Project Team
Catherine Weler, Kerry Wilson (VW ); Rob Jones,
Liz Lucas, Vince Hanly, Steve Robinson (LAs);
Mark Roscrow(NHS), Andrew Maisey -WPC

Project Outputs/ Product

T

CaRS TOM
Recommendation Options Appraisal
End Jan End April
Task & Finish Group Task & Finish Group
Lead - Ray Legge - Spikes Lead - Claire Russell-

Cavell NQC

Ker Warner- NHS
Baman Jenkins- NHS
Shella Powell - WPC
Huw Charles - WPC
Rogar Bamatt - NWPP
Mark Owen - SWT

Mark Gwitym - WG
Howard Allaway - HE
Cheryl Brown- FE

Sidn Freeman - Police
Lyn Janes- Fire Service
Gareth Rees— EAWales

Task & Finish Group
Adele Cahill- NHS

Andrew Maisey — Welsh Purchasing Consortium (LG)

Scott James - Welsh Purchasing Consortium (LG)

Adele Cafil- NHS
AndrewMaisey - WPC
Scott James- WPC
Geraimt George — NWPP
Chrictine Safter - SWT
Nicola Southall - WG
Howeard Aliaway - HE
Mark Jones — FE

Liz Frizi - Palice

Lyn Jones- Fire Service
Gareth Rees — EAWales
Legal Expen- TBC

HR Expert- TBC

=~

Geraint George — North Wales Procurement Partnership

Christine Salter — Society of Welsh Treasurers

Nicola Southall — Welsh Government

Howard Allaway — Higher Education

Mark Jones — Further Education

Liz Frizi - Police

Lyn Jones- Fire Service

Jan Koziel — Environment Agency Wales

Contributor: lan Mowatt, North Wales Procurement Partnership

Project Team

Andrew Maisey — Welsh Purchasing Consortium (LG)

Vince Hanley - Welsh Purchasing Consortium (LG)

Steve Robinson - Welsh Purchasing Consortium (LG)

Appendix

47 of 138

Business Case

End June

Task & Finish

Group

Lead - Catherine Weller
Nigel Aurelius - SWT
Paula Corfield - Police
Atele Canill - NHS
Andy Burler - NHS

Paul Charkmw — WLGA
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Robert Jones - Welsh Purchasing Consortium (LG)
Elisabeth Lucas — Caerphilly County Borough Council
Mark Roscrow — NHS

Kerry Wilson — Welsh Government

Best Practice Research

lan Howie, Head of Procurement Scotland

Barry Graham, Head of CGCoPE Scotland — Central Government Centre of Procurement Expertise
Vincent Cambell, Head of Procurement, National Procurement Service, Ireland

Rob Jones, Procurement Manager, Welsh Purchasing Consortium

Geraint George, Management Board Chair, North Wales Procurement Partnership

Martin Chown, Executive Director, Government Procurement Service
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Appendix 4 — Long List Advantages and Disadvantages

4.1 Option 1 — Do Nothing

Advantages Each organisation could work at their own pace and have total control
over their procurement decisions.

A level of collaboration would continue through existing work
programmes on a sector and national basis.

Some sharing of knowledge and expertise but on an ad hoc basis.
No TUPE implications.

Disadvantages Limited economies of scale achieved through collaboration — both
from a savings and resource perspective.

Duplication of effort on a range of commodities.

Uncoordinated and limited sharing of procurement expertise and
skills.

Limited ability to achieve recommendations within “Buying Smarter in
Tougher Times”.

Limited opportunity to support the Ministers defined programme for
Government.

Further work would be required to develop the All Wales Sourcing
Plan and refocus would be needed to ensure resources are placed in
the right areas.

Current capacity has reached it's limit, therefore limited resources to
meet demands from a national sourcing strategy.

Potentially less frameworks to draw on over time as limited focus on
collaboration.

4.2 Option 2 — Utilise Existing Structures & Consortia

Advantages Quick to implement as makes use of existing structures and capacity.

Existing structures/consortia have expert knowledge of their sectors
and this could be pooled to deliver effective contracts — they are
already procuring some national categories on behalf of their sector
so this could be easily expanded.

Funding models already in place for consortia so little need for
change.

Less duplication of efforts.
No TUPE implications.

Disadvantages Consortia have limited resources to dedicate to national
collaboration, therefore it could be difficult to get sign up and
commitment.

Strong buy-in and commitment needed from CEQOs to make it work —
effective governance could be a challenge as existing behaviours will
continue.

Not all sectors have a Welsh based consortia structure that could be
utilised.

Co-ordination and governance of the national contract programme
could be difficult.
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Limited achievement of strategic shared service aims and design
principles and associated benefits.

Sector bias when implementing a national contract.
Conflict of priorities from the consortia leading the national contract.

The fair allocation of contract work between consortia could be
contentious.

Varying procurement skill sets across each consortia.
Different interpretation of value across consortia and sectors.

Geographically dispersed staff leading to difficulties in developing a
standardised approach.

4.3 Option 3 — Utilise Existing Structures & Consortia with Additional Central
Resources

Advantages As in Option 2, and in addition:-
Clear direction and leadership from full time individuals.
Consistent standards as managed by a core team.

Level of independence as management team are not part of contract
letting.

Ability to fairly apportion work via an agreed central team.

Ability to collect and report on benefits achieved in a co-ordinated
and centralise manner.

Disadvantages As in Option 2, and in addition:-

Additional layer of overhead which goes against NPS design
principles.

4.4 Option 4 — Revise Existing Structures & Consortia for Regional Delivery

Advantages Existing structures/consortia have expert knowledge of their sectors and this
could be pooled to deliver effective contracts — they are already procuring
some national categories on behalf of their sector so this could be easily
expanded.

Less duplication of efforts.
Meets strategic drive for regional approach to service delivery.
Strong buy-in and commitment from CEOs due to Simpson Report.

Disadvantages Consortia have limited resources to dedicate to national collaboration.
Not all regions have a Welsh based consortia structure that could be utilised.

Co-ordination and governance of the national contract programme could be
difficult.

Regional/sector bias when implementing a national contract.

The fair allocation of contract work between consortia could be contentious.
Varying procurement skill sets across each consortia.

Different interpretation of value across regions, consortia and sectors.
Geographically dispersed staff.

Potentially complex governance structure and delivery mechanism.

Appendix 50 of 138 Issued: v 0.1





Gwasanaeth Cyhoeddus Cymru

Public Service Wales

National Procurement Service Project Ymatebi Her Newid

. . Meeting the
Business Case - Appendices Challenge of Change

Potential TUPE issues.
Take longer to implement while governance and structure is being developed.

45 Option 5 - Hosted Operation

Advantages Meets shared service objectives of creating a single procurement route with a
strategic procurement capability.

Potential strategic delivery vehicle for national requirements e.g. Ffynon.

Focus on delivery from a dedicated team rather than an additional
responsibility to an already stretched resource.

Ability to be implemented quickly.

Consistent delivery of contracts from one team based together — easier to
monitor and adhere to common processes and standards.

Opportunity for more effective governance as a clearer structure for delivery
and engagement.

Clear structure and links between technical community and procurement staff.

Disadvantages Strong buy-in and commitment needed from CEOs to make it work.
Decision on who would host could be contentious.
Ability to find additional resources could be impacted by status/location of host.

Host organisation would need reassurances and commitment from all members
regarding potential legal and financial exposure.

Perception of whether staff are working on national contracts or on host
organisation local requirements.

Procurement knowledge and expertise developed in one organisation.
Potential TUPE issues for staff.

4.6 Option 6 — Welsh Government Service (building on the work of Value Wales)

Advantages As with Option 5, and in addition:-

Neutral position as not sector specific.

Direct influence on Welsh procurement policy.

Existing structure in place so potential for accelerated implementation.
Governance arrangements already established.

Disadvantages Strong buy-in and commitment needed from CEOs to make it work.

Need to strengthen capability and commodity expertise to deliver required
contracts.

Perception of potential imbalance between political/policy objectives and
service delivery requirements.

Procurement knowledge and expertise developed in one organisation.
Potential TUPE issues for staff

4.7 Option 7 — Standalone Public Sector Organisation (Joint Venture)

Advantages Meets shared service objectives of creating a single procurement route with a
strategic procurement capability.

Potential strategic delivery vehicle for national requirements e.g. Ffynon.
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Clarity and transparency of solution.

Service levels would be in place to ensure delivery of objectives.

Focus on delivery from a dedicated team.

Consistent processes and practices through a single dedicated team.
New opportunity to create a fresh start and brand with no preconceptions.
Different approach to the market.

Disadvantages

Strong buy-in and commitment needed from CEOs to make it work.
Potential liabilities for members on JV exit/wind up.
Clear exit strategy would need to be agreed in advance.

Cost and perception of creating another government organisation in current
economic climate.

HR issues and complexity including TUPE.
The legal implications of setting up a JV could be time consuming and costly.

Viewed as a remote organisation with potential issues relating to member's
previous experience of JV organisations.

4.8 Option 8 — Outsource to Third Party

Advantages

Skilled staff would be made available by the outsource partner as part of the
contract.

SLAs would ensure achievement of targets.
Standards could be clearly defined and included as contractual commitments.
Consistent approach via one dedicated team.

Provides a different commercial perspective on contracts that have been let
many times before.

Opportunity to access potential private sector economies of scale and have
better relationships with supplier markets.

Clarity on structure and engagement.

Disadvantages

Strong buy-in and commitment needed from CEOs to make it work.
Skills would be lost to outside the public sector and no internal development.
Legal implications of a third party procuring on behalf of the public sector.

Difference in priorities between public sector & outsourced partner e.qg.
economic development.

Time consuming contract management required by member organisations to
ensure delivery or the need for a client management function to be created.

Commercial impacts.
HR issues and complexity including TUPE.
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Appendix 5 — Generic Option Attributes

5.1 Category Manager Role & Responsibilities

The Category Manager will utilise management information (including spend data) to develop a strategic
approach to reviewing and managing markets and suppliers. The Category Manager will review
requirements, analyse supply markets and then tender, contact and manage the on-going delivery and
maintenance (including performance monitoring) of the supply contracts. The Category Manager will liaise
with sectors to facilitate commitment to agreed contracting strategies with the support of the Category Forum
members (see below).

The Category Manager will provide the Head of the NPS with recommendations on how to improve
competition and develop appropriate procurement opportunities that can support wider Welsh Government
objectives.

The Category Manager will have responsibility for the procurement processes within the defined category,
including the development of specifications and tender documentation through to supplier selection and
contract management. The Category Manager will have a structured approach to engaging with the
stakeholder community through Category Forums. The Category Forums will be the vehicle for
understanding stakeholder views and requirements and will have direct input into the procurement process at
each stage.

The Category Manager will act as the primary point of contact for queries about the contract from the user
community. They will have the relevant procurement and category expertise (supported by the Category
Forum) to be regarded as an expert in the area and will be able to provide advice, guidance and support to
stakeholders in relation to their category.

The Category Manager will also undertake the supplier relationship management role both at an operational
level i.e. contract performance management and also at a strategic level through the development of
effective and mutually beneficial working relationships over the life of the contract. This will be undertaken
using a consistent approach to ensure that all Category Managers are working in a co-ordinated manner.

5.2 Category Forum Role and Responsibilities

The Category Forums (CF) will play an important role in ensuring that stakeholder requirements are
considered at every stage of the procurement process. The members of a CF will play a key technical role in
developing appropriate collaborative procurement strategies, formulating specifications and participating in
the supplier selection process (e.g. membership on the evaluation panel).

One of the key aims of the CFs will be to ensure a comprehensive understanding of end user requirements
to delivery effective collaborative contracts. All CFs will follow a standard process to ensure a consistent
approach to their set up and ongoing management. The members of a CF will be responsible for
representing the views of their relevant sector and will also be expected to promote the use of the
collaborative arrangements within their sector with their peers.

Each main category area will establish a CF with a number of key stakeholders. This CF will input into the
planned category sourcing plans and then support the implementation on an ongoing basis. The CF will
review, update and validate the approaches proposed by the Category Managers.

Where sub-categories are significant, a further CF may need to be established which will report into the main
CF. The membership of the CFs will be made up of end users, procurement professionals and subject
experts. This could therefore included individuals from user departments, but also individuals with specific
subject matter knowledge — this could be from a commercial perspective.

It is expected that CFs will have no more than 10 members to ensure effective participation and timely
decision making. The CF will be formed, led and facilitated by the Category Manager and they will be
responsible for seeking buy-in from members from an agreed programme of activity.
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The membership for the CFs will be as detailed in Figure 8.2.
Figure 8.2 — Category Forum Membership

Category Forum Member |Role Responsibility

Category Manager

To co-ordinate the set up and
management of the Category
Forum and ensure delivery is in
line with the agreed NPS work
programme and related category
sourcing plan.

To deliver approved category strategies
and implementation plans;

To implement required procurement
activity;

To develop and management appropriate
stakeholder communications;

To secure take-up of contracting
arrangements.

User Representatives

To represent their respective
sectors (and individual
organisations) in relation to their
current and future requirements for
the category and to support the
development of relevant
collaborative specifications.

To agree contracting approaches that
secure buy-in and volume commitment
from peers;

To support the procurement activity as
required e.g. representation on the
evaluation panel.

Procurement
Representatives (as
required)

To represent the procurement
community and to support the
development and delivery of
relevant category strategies.

To agree contracting approaches that
secure buy-in from peers;

To support the procurement activity as
required e.g. representation on the
evaluation panel.

Subject Matter Expert (as
required)

Where required, to provide
knowledge of supply markets and
potential contracting approaches,
supporting the development of
specifications that meet end user
needs.

To support the production of standardised
specifications;

To support the development of innovative
procurement strategies to support
collaborative procurement and the wider
Welsh Government policy initiatives.

5.3

5.3.1 Assumptions

Category Resources

In order to quantify the resource requirements associated with both the categories and the associated
procurement strategies, the following assumptions have been made:-

The common and repetitive spend categories can be consolidated to create a set of strategic
categories which can be allocated to a Category team. The consolidation is based on spend and
also categories that fall into similar areas.

The Category team will need to not only manage relevant procurement processes, but will also need
to develop approaches and processes to influence demand management and implement best

practice.

An procurement professional can manage up to 3 key projects within a category area at any one

time.

A procurement professional can manage up to approx £15m spend.

The Category teams will have defined processes and documentation to work with and will be in a
business as usual stage i.e. any up front resource support to get the category up and running will be
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considered as part of the implementation resource requirements.

5.3.2 Category Consolidation

Based on the assumptions and analysis of spend and strategies within each identified high level category,
the categories have been grouped into 10 key category areas as detailed within Figure 8.3.

Figure 8.3 — Category Consolidation

Category Classification In Scope Areas (CaRs)

1 Catering Catering supplies, food and vending

2 Clothing Uniforms, work wear, protective & safety equipment

2 Cleaning & Janitorial Cleaning materials & equipment

3 Building Construction Materials | General materials, electrical supplies & equipment hire

4 Legal Services Solicitors

4 Human Resources Employment agencies & translators

4 Consultancy Business and technical consultancy

5 Mail Services Postal services, couriers & mailing equipment

5 Facilities & Management Maintenance services, travel, advertising and printers
Services

6 Information Communication Hardware, consumables, software, telecoms, network &
Tech. support

7 Utilities Electricity, gas and petroleum

8 Healthcare Medical & mobility equipment

9 Stationery Paper & general stationery supplies

9 Furniture & Soft Furnishings Office furniture & equipment

9 Education Audio visual equipment & supplies

10 Vehicle Management Vehicle acquisition, lease and hire

5.3.3 Category Resource Requirements

Based on the assumptions and the category groupings detailed within Sections 7.3.1 and 7.3.2, a number of
projects have been identified for each category based on the CaRs procurement strategies and therefore
indicative resources can be allocated to each category.

Due to the possible complexity of some of the category areas and the findings from the best practice
research, further commentary and resource amendments have also been proposed. These amendments
have been highlighted and reasoning provided within the table in Figure 8.4. The Accessible Spend has
been utilised to support the assumption of £15m spend per procurement professional.
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Figure 8.4 — Proposed Indicative Resource Requirements for NPS Common & Repetitive Spend Categories

Category Classification No of  Accessible | Indicative Commentary
Projects Spend Resource
Range
1 Catering 6 £24.6m 2
2 Clothing 3 £9.4m 1
Cleaning &
Janitorial
3 Building 4 £9.6m lto2 Based on spend the Category only
Construction requires one staff member, but the
Materials range of proposed projects may
increase this. This could be
countered by project phasing.
4 Legal Services 7 £125.5m 5t08 Based on spend the Category
requires 8 staff and there is —
Human recognition of the complexity of
Resources some of the required projects,
however best practice identified [~
Consultancy that the number could be reduced.
5 Mail Services 7 £56.7m 2to 4 Based on spend the Category only
requires one staff member, but the -
Facilities & range of proposed projects may
Management increase this. This could be
Services countered by project phasing.
6 Information 9 £165.8m 6to 11 Based on spend the Category
Communication requires 11 staff and there is
Tech. recognition of the complexity of
some of the required projects,
however best practice identified
that the number could be reduced.
7 Utilities 2 £54.6m 2to 4 Due to the nature of the Utilities
category the approach taken would
impact on the resources required
e.g. if wholesale procurement was
introduced.
8 Healthcare 1 £15.7m 1
9 Stationery 2 £19.1m 1
Furniture & Soft
Furnishings
Education
10 Vehicle 4 £41.4m 2to 3
Management
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5.4 Communications, Systems & Technology

To enable all National Procurement Service messages to be effectively communicated to the relevant
individuals across the Welsh public sector a network of contacts needs to be developed and maintained. This
network needs to include the following stakeholders:-

Chief Executives/Directors of Finance — The NPSB and the Head of the NPS would ensure that
relevant communication is undertaken to their peers to ensure their continued buy in and
commitment to the NPS and its planned outputs/benefits.

User Representatives & Procurement Teams - Each Category Manager would be responsible for
formulating the list of operational user contacts across the public sector for their relevant area and
they would be supported by each organisation's procurement team. This distribution list would be
used to provide updates on the respective contracts, or details of new contracts that are being
developed. The procurement team in each organisation would also be copied into any user related
communication for their information and for updating any central information store regarding
available contracts etc. The Category Forums would also be used as a means of update to those
individuals involved and where there are specific user groups that relate to a particular category
area, then the Category Manager would also attend to provide updates on the sourcing plans and
progress.

Existing & Prospective Suppliers — suppliers would need to be considered in the ongoing
communications of the NPS to ensure that they were aware of any contracting opportunities but also
to support the market analysis and intelligence requirements of the Category Manager. Direct
communications could be undertaken through the proposed website, or using existing supplier
forums and groups as appropriate.
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Appendix 6 — Baseline Analysis

National Procurement Service

Baseline Information for Options Appraisal

Version No: v0.3
Issue Date: 04/05/2012
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Revision History

Version Date Summary of Changes
0.1 10/01/12 |First internal draft
0.2 23/01/12 |Following feedback from the T&F Group and the Project Team
on 16 & 17" January 2012
0.3 04/05/12 |Updates to confirm final figures used in baseline calculations.
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1 Overview

1.2 Purpose of Paper

The purpose of this paper is to confirm how the baseline data will be utilised within the Options
Analysis for the National Procurement Service Target Operating Model (TOM) and to gain agreement
to this approach from the TOM Task and Finish Group and Project Team.

This document has been subsequently updated to reflect the approaches taken with the baseline
information based on the guidance and feedback from the Business Case team.

1.3 Aim of Baseline Data

The aim of collecting the baseline data is to support the identification of the number of staff (FTES) in
relation to the identified CaRs categories and their associated costs.

The developed collection approach has been designed to ensure data was collected in a consistent
and structured manner to enable consolidation and comparison.
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2 Background

2.1 Purpose and Approach

The initial intention of the Baseline was to provide a fairly detailed understanding of procurement in
the Welsh Public Sector. However, due to the complex nature of the data required and in order to
meet the time scales identified, it was agreed that the respondents should focus on the specific
elements of relevance for the Options Appraisal, namely:

A Total cost of Sourcing (specification drafting, tendering and contract management)
A Total FTE (and per category, if available)

A Current Consortia Arrangements
2.2 Questionnaire Development & Circulation

The baseline questionnaire was created by the project team consisting of: Catherine Weller (Project
Manager); Hannah Miles (Project Coordinator); Liz Lucas (LA - Procurement expert); Andrew Maisey
(LA - Procurement expert); Rob Jones (WPC - Procurement expert); Mark Roscrow (NHS -
Procurement expert); Kerry Wilson (Welsh Government - Procurement expert)

The questionnaire was circulated to the Procurement Board and was approved, along with the
approach, in July 2011. Procurement Board members agreed to circulate the baseline to their
sectors, and highlight the support that was offered to help with its completion. The procurement board
members who distributed the baseline are:

A Mark Jones- Further Education

Denis Jones — Higher Education

Liz Aitken — Mid and West Wales Fire and Rescue
Andrew Bevan — Wales Police

Neil Frow — NHS

Roger Jones — Local Authorities

S

Alison Standfast — Welsh Government

These leads disseminated the baseline across their sectors, with support being offered by the NPS
project team. Once completed, the responses were internally verified before being returned to the
Project Office for analysis.

2.3Scope of the Baseline
The following are included within scope for the baseline exercise:

A Sourcing (more than 50% of an individual's time) — includes specification drafting, tendering
and contract management.

All categories of spend
All organisations — consortia and individual organisations, including schools.

A Invoice Payment
The following were deemed to be out of scope:

Remote requisition (placing an order from a system/agreement)

Receipting — Proof of delivery
2.4Response to the Baseline

The baseline was distributed to a total of 58 Public Sector organisations, 11 of which responded
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within the original time-scales. Extensions were then given until 25" October to enable organisations
to respond. A total of 39 responses have been received, totalling 67%, which doesn't present a
significant risk due to the fact that high spend areas have been captured. Furthermore, a further
spend exercise has been commissioned through the CaRS work-stream to take existing data sets
and refresh them with local data for those categories identified as common and repetitive spend.
Details of responders by sector can be found in Appendix 1.

Particular areas that were found to be problematic when completing the baseline were as follows:

Not all organisations use ProClass categorisation in order to categorise spend, as a result
additional time was required by organisations to re-align spend and FTE data to the ProClass
categories.

It was difficult for some organisations to accurately identify the breakdown of FTE’s across
categories. This is due to the fact that procurement professionals are located both centrally
and within service areas. Where no specific allocation of FTE was made, the total FTE
figures are included in the ‘general category’ which reflects FTEs who spend their time
across many categories.

Whilst definitions were provided within the guidelines of the document, further clarification
was sought from a number of organisations on how best to respond to the baseline.

During the process of completing the baseline, a parallel exercise, commissioned by BETS
(Business, Enterprise, Technology and Science), was being run by Spikes Cavell to refresh
spend data for LAs and WG — due for completion end October. As a result some
organisations decided to leave this field blank in anticipation of the refreshed data. Given
this, it was agreed that spend data for developing assumptions for identification of savings
opportunities will be taken from the CaRS workstream as they are completing a manual
exercise to refresh the spend data for specific national candidates.

Identifying the number of tender exercises proved to be problematic for a number of
organisations as this data is only captured for tenders over a specific threshold (e.g. WG only
capture tenders above the value of £25k). Given that this information is not essential for
developing the Options Appraisal (OA), it has not been included in this report.

Given the issues identified above it was agreed to focus on the specific elements required for input to
the Options Appraisal, namely: total cost of sourcing; FTE per category and current status of
Consortia.

2.5Summary of Data Provided

This paper analyses specific aspects of the data provided, but as an overall summary of the
information that was received from the baseline, please see below table in Figure 1.

Sector Direct Staff Costs Total FTE Costs of Contributions Cost of Shared
to Collaborative Service
Arrangements

Local Authorities £13,142,536.00 343.1 £669,407.00 £308,420.00
Higher Education £847,200.00 20.3 £119,736.00 £210,800.00
Further Education £312,617.00 10 £24,883.00 £16,000.00
Fire £90,000.00 2 £3,500.00

Police £752,235.00 17.4

NHS £273,690.00 11*

Welsh Government £883,825.00 22

Figure 1 — Baseline Data Summary
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*For all sectors, the direct staff costs include all FTE spending more than 50% of their time sourcing
(irrespective of category of spend), the NHS have only included direct staff costs for the proposed
national candidates.
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3. Data Analysis

3.1Baseline Data Completion Rates

A total of 58 organisations were asked to provide the required baseline data, and of these, 39
responded, equating to 67%.

In relation to each sector, the following response rates were achieved (Figure 2) :-

Sector Total Requested Non- Responders Percentage Completed

Local Authorities 22 4 82%
Higher Education 11 6 45%
Further Education 20 10 50%
Fire 1 1 100%
Police 4 4 100%
NHS 1 1 100%
Welsh Government 1 1 100%

Figure 2 — Baseline Data Completion Rates
3.1.1 Decision Point

While in some areas the response rates were not 100%, there is no requirement to extrapolate any of
the data provided to account for missing returns as the majority of key organisations are covered (i.e.
highest spend/largest FTE count) and any extrapolation would be minimal in relation to the overall
FTE numbers.

3.2Number of Resources

The baseline analysis asked respondents to identify all staff that spend over 50% of their time on
specification development/sourcing/contract management activities and to allocate the percentage of
their time to each of the high level ProClass classifications. Where this was not possible,
respondents provided a general figure which related to staff that spent over 50% of their time on such
activities.

For the categories that are planned to be included in the National Procurement Service, the following
FTEs have been identified (Figure 3) :-

Classification Total No. FTE

Building Construction Materials 9.4
Catering 9.7
Cleaning & Janitorial 1.7
Clothing 2.6
Consultancy 2.3
Education 4.7
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Facilities & Management Services 4.8
Furniture & Soft Furnishings 1.1
Healthcare 3.3
Human Resources 2.3
Information Communication Tech. 6.7
Legal Services 0.2
Mail Services 0.2
Stationery 3.4
Utilities 7.8
Vehicle Management 20.2
General 91.1

TOTAL 1715

Figure 3 — Identified FTEs for National Procurement Service Categories

The “General” category was provided for analysis purposes and was used by organisations where
they were unable to allocate their spend to a specific category. The breakdown of the total FTE
allocated to “General” by each sector is shown within Figure 4 below.

Sector General Total FTE

Local Authorities 36.3 100.2
Higher Education 195 20.3
Further Education 5.9 8.1
Fire 2 2
Police 17.4 17.4
NHS 0 9.5
Welsh Government 10 14
TOTAL 91.1 171.5

Figure 4 — General as a Percentage of the Total FTE Count

When the General figure was investigated further, it was identified that half of FTEs within this
grouping were made up from FE, HE, Police and Fire (44.8 of a total 91.1 FTE). The remainder was
split between Local Government and the Welsh Government (46.3 FTE). The spend within FE, FE,
Police and Fire represents a small proportion of the overall spend within the NPS scope, £34m of the
total £522m accessible spend. The General resources have therefore been reduced to remove these
sectors and of the remaining General figure only 20% of this has been used (to reflect that on
average only 20% of each organisation's spend related to common and repetitive spend categories).

It is recognised that the ProClass classifications used to collect the baseline data are high level
categorisations, and the in-scope elements as defined within the Common and Repetitive Spend
(CaRs) work stream are in some cases only part of the total FTE identified. To ensure that only
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relevant FTEs are included in any baseline analysis, a high level review of each classification has
taken place in line with the CaRs in scope areas and a percentage figure to be used for the total FTE
has been proposed for use. This percentage figure has been based on the total percentage of spend
that is in scope in each of the CaRs categories e.g. if only 50% of spend in vehicle management is in
scope then the FTE figure is reduced by 50%.

The table below (Figure 5) provides details of the proposed percentages and how this changes the
FTE figures to be included in the baseline data.

Classification In Scope Areas (CaRs) Total No. FTE  Percentage of | FTE Included
FTE Included

Building Construction General materials, 9.4 48 4.5
Materials electrical supplies &
equipment hire

Catering Catering supplies, food and 9.7 46 4.5
vending

Cleaning & Janitorial Cleaning materials & 1.7 55 0.9
equipment

Clothing Uniforms, work wear, 2.6 58 15
protective & safety
equipment

Consultancy Business and technical 2.3 57 1.3

consultancy

Education Audio visual equipment & 4.7 50 2.4
supplies

Facilities & Maintenance services, 4.8 47 2.3

Management Services |travel, advertising and
printers

Furniture & Soft Office furniture & 11 60 0.7

Furnishings equipment

Healthcare Medical & mobility 3.3 52 1.7
equipment

Human Resources Employment agencies & 2.3 86 2

translators

Information Hardware, consumables, 6.7 58 3.9
Communication Tech. software, telecoms,
network & support

Legal Services Solicitors 0.2 62 0.1

Mail Services Postal services, couriers & 0.2 60 0.1
mailing equipment

Stationery Paper & general stationery 3.4 56 1.9
supplies

Utilities Electricity, gas and 7.8 35 2.7
petroleum
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Vehicle Management Vehicle acquisition, lease 20.2 54 10.9
and hire

General 46.3 20 9.3

Figure 5 — FTE Adjustments to reflect CaRs In Scope Sub-Categories
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3.2.1 Decision Point

The FTE figures for each ProClass category will be reduced to reflect the fact that in scope sub-
categories only reflect a proportion of the overall FTE count. The FTE figure to be used is 50.6 and is
based on the percentages detailed in Figure 5.

3.3Cost of Resources

The baseline analysis included details on the total direct staff costs in relation to the FTEs identified
as spending over 50% of their time on sourcing activities. The costs relate to the total FTEs provided
across all requested ProClass categories and not just those that are proposed candidates for the
National Procurement Service.

The table below (Figure 6) details the total staff costs by type of organisation and the total FTEs
identified. The table also calculates the average cost per FTE by sector and an overall average
based on the total costs divided by the total FTEs.

Sector Direct Staff Costs Total FTE ‘ Average Cost per FTE
Local Authorities £13,142,536 343.1 £38,305
Further Education £312,617 10 £31,262
Higher Education £847,200 20.3 £41,734
Police £752,235 17.4 £43,232
Fire £90,000 2 £45,000
Welsh Government £366,900 22 £16,677
National Health Service £273,690 11 £24,881

TOTAL £15,785,178 425.8 ‘ £37,072

Figure 6 — Average Cost per FTE based on Direct Staff Costs and Total FTEs

3.3.1 Decision Point

While it is recognised that organisations may have a range of grades of staff allocated to the
categories of spend included in the baseline analysis, there is a need to identify the current costs
associated with the procurement activity for the National Procurement Service category candidates.

The Project Team and Task and Finish Group have highlighted that the average figures detailed in
Figure 6 are not representative of the grades of staff that are currently working on the categories
proposed for the National Procurement Service and therefore each sector is reviewing the figures
and will be providing a more relevant average to be included.

The average will be calculated using these new figures.

The average cost of a procurement resource based on these new figures is £30,648 (including on-
costs) based on responses from the NHS, 10 Local Authorities and Higher and Further Education.
These costs will need further review as part of the due diligence process when developing the Full
Business Case.

It should be noted that this figure does not include any management overheads and only includes
those operational staff that are currently developing specifications, running tenders and managing
contracts. Both the TOM Project Team and the Task & Finish Group highlighted that the true costs of
the current resources needed to include an element of management time as part of the baseline
analysis review process. If it is assumed that there is a range of between 15% and 20% overhead
relating to management, then the total costs are therefore in the range of between £1,783,407 and
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£1,860,946.
3.4Spend

The spend figures included within the baseline analysis will be superseded by a further exercise
being undertaken by the CaRs work stream. This is to ensure that accurate spend figures are
incorporated on which to base any potential savings calculations.

3.4.1 Decision Point

The latest spend data will be utilised within the TOM options analysis and not the figures provided as
part of the baseline data collection process.

3.5Collaboration/Shared Service Costs

The baseline process requested that organisations provided details of the cost contributions made to
collaborative arrangements and shared services.

To ensure that these costs have not already been included in the average FTE costs a further check
by each sector is currently taking place. Any costs that are in addition to the elements already
counted in the analysis will be included.

3.5.1 Decision Point

Costs for collaborative arrangements and shared services will be included in the proposed as is
costing once they have been confirmed by each sector.
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Appendix 7 — Financial Assumptions

7.1 Build on Existing Consortia & Structures — Networked Solution

The financial appraisal has been carried out over a 5 year period assuming this is the average life of
a contract and with the minimum commitment period of membership suggested at being 3 years.

A Net Present Value percentage of 3.5% has been used for each option based on Welsh Government
guidance.

Figure 8.8 — Operating Model Financial Assumptions for Building on Existing — Networked Solution

Financial Category Assumptions Made

Implementation Costs Resources required are as detailed in Section 8.1.5 of the Options Analysis
Document.
Model Set Up Costs Central Legal support will be required to set up the relevant operating

agreement between all sectors and to support any TUPE implications (20 days
at £1000 per day).

Stakeholders will access their own legal teams for individual advice relating to
building on existing structures (TUPE/Constitution etc.).

The new NPS website will need to be developed and set up along with
associated IT systems to manage the monitoring of savings achievements etc.
(E40,000 budget allocated). It is assumed that the xFutures programme would
fund any eProcurement system requirements.

There may be a requirement to recruit additional staff so recruitment costs have
been included (4 staff at an average cost of £3,000 per individual).

Ongoing Running Costs | Ongoing salary/pension costs relating to staff working on NPS projects will be
the responsibility of the individual organisation within which they work.

Costs associated with the provision of a PC/desk will be funded by the
organisation that employs the individual.

Ongoing training of staff will be required to ensure they are able to work at the
required level (£2000 training budget per member of staff allocated).

Staff may be required to travel for category forum meetings etc. so a travel
budget of £1500 per week has been included.

The NPS will be required to communicate it's contracts to potential stakeholders
s0 a communications budget has been allocated (£40,000 per annum).

It is assumed that supplier engagement events will be funded by BETS.

Further systems development and maintenance may be required to support the
effective development of contracts and monitoring of performance. A budget of
£50,000 has been included.

Staff Costs The resources required are based on the diagram detailed in Section 8.4.1 and
the generic resource requirements within Section 8.1.3.4 of the Options Analysis
Document.

Two resource scenarios have been modelled as part of the financial analysis,
showing the low and high resource requirements identified.

All staff costs have been increased by 20% to include relevant on-costs which
will be incurred by each organisation.

The following salary levels have been included (excluding on-cost):-
Head of NPS - £85,000
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Category Manager - £55,000
Category Officer - £30,000

MI & Systems Manager — £35,000
Systems Officer - £25,000

Admin Support - £18,000

An additional management overhead has been included within the costs to
reflect the need for an Accountable Officer per Sector to be engaged as part of
the proposed operating model. A management overhead of 5% of the total cost
of the Category Manager/Officers for this option has been included.

Cash Savings

Cash savings have been included as per the CaRs work-stream outputs and
based on the low and high calculations provided.

The cash savings already include consideration of stakeholder compliance in
the calculation methodology and therefore no further amendments to the figures
are required.

Savings have been included year on year for a 4 year period.

Savings have been profiled based on the phasing detailed in the CaRs work-
stream outputs, with an addition of only 25% of year 1 savings being shown to
recognise the 9 month lead in to set up the initial contracts.

No other savings figures have been included e.g. resource efficiencies etc.

7.2 Build on Existing Consortia & Structures — Central Delivery Solution

The financial appraisal has been carried out over a 5 year period assuming this is the average life of
a contract and with the minimum commitment period of membership suggested at being 3 years.

A Net Present Value percentage of 3.5% has been used for each option based on Welsh Government

guidance.

Figure 8.13 — Operating Model Financial Assumptions for Build on Existing — Central Delivery Model

Financial Category Assumptions Made

Implementation Costs

Resources required are as detailed in Section 8.1.5 of of the Options Analysis
Document.

Model Set Up Costs

Central Legal support will be required to set up the relevant operating
agreement between all sectors and to support any TUPE implications (20 days
at £1000 per day).

Central HR support will be required to support any TUPE implications and set up
the relevant contracts/secondments etc. (20 days at £800 per day).

Stakeholders will access their own legal teams for individual advice relating to
moving to a hosted solution (TUPE/Constitution etc.).

The new NPS website will need to be developed and set up along with
associated IT systems to manage the monitoring of savings achievements etc.
(£40,000 budget allocated).

IT equipment will be needed to new staff and therefore PC costs have been
included (E800 per member of staff).

Existing office space can be utilised to house the hosted team so no new office
space (or associated costs) have been included.

There may be a requirement to recruit additional staff as some existing staff may
not be able to transfer/second to the hosted operation so recruitment costs have
been included (15 staff at an average cost of £3,000 per individual).

Any potential redundancy costs for staff that are unable to move to the proposed

Appendix

71 of 138 Issued: v 0.1





Gwasanaeth Cyhoeddus Cymru
Public Service Wales

National Procurement Service Project Ymatebi Her Newid

. . Meeting the
Business Case - Appendices Challenge of Change

new organisation have not been included.

Ongoing Running Costs

Ongoing salary/pension costs relating to staff working on NPS projects will be
the responsibility of the individual organisation within which they work (if
seconded) or the hosted organisation if they transfer.

Facility overhead costs for the ongoing provision of a PC/desk will need to be
funded at an average cost of £3497 per FTE (figure provided by WG).

Ongoing training of staff will be required to ensure they are able to work at the
required level (£2000 training budget per member of staff allocated).

Staff may be required to travel for category forum meetings etc. so a travel
budget of £1500 per week has been included.

The NPS will be required to communicate it's contracts to potential stakeholders
s0 a communications budget has been allocated (£40,000 per annum).

It is assumed that supplier engagement events will be funded by BETS.

Further systems development and maintenance may be required to support the
effective development of contracts and monitoring of performance. A budget of
£50,000 has been included.

Staff Costs

The resources required are based on the diagram detailed in Section 8.5.1 and
the generic resource requirements within Section 8.1.3.4 of the Options Analysis
Document.

Two resource scenarios have been modelled as part of the financial analysis,
showing the low and high resource requirements identified.

Existing resources within WAG will provide ongoing finance, legal, HR and
communications support and so no additional costs have been included.

Existing resources within WAG will provide guidance on policy and best practice.

All staff costs have been increased by 20% to include relevant on-costs which
will be incurred by each organisation.

The following salary levels have been included (excluding on-cost):-

Head of NPS - £85,000

Category Manager - £55,000
Category Officer - £30,000

MI & Systems Manager — £35,000
Systems Officer - £25,000

Admin Support - £18,000

An additional management overhead has been included within the costs to
reflect the need for an Accountable Officer per Sector to be engaged as part of
the proposed operating model. A management overhead of 2.5% of the total
cost of the Category Manager/Officers for this option has been included.

Cash Savings

Cash savings have been included as per the CaRs work-stream outputs and
based on the low and high calculations provided.

The cash savings already include consideration of stakeholder compliance in
the calculation methodology and therefore no further amendments to the figures
are required.

Savings have been included year on year for the expected life of the contract.

Savings have been profiled based on the phasing detailed in the CaRs work-
stream outputs, with an addition of only 25% of year 1 savings being shown to
recognise the 9 month lead in to set up the initial contracts.
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7.3 Hosted Operation

The financial appraisal has been carried out over a 5 year period assuming this is the average life of
a contract and with the minimum commitment period of membership suggested at being 3 years.

A Net Present Value percentage of 3.5% has been used for each option based on Welsh Government

guidance.

Figure 8.18 — Operating Model Financial Assumptions for Hosted Operation

Financial Category Assumptions Made

Implementation Costs

Resources required are as detailed in Section 8.1.5 of the Options Analysis
Document..

Model Set Up Costs

Central Legal support will be required to set up the relevant operating
agreement between all sectors and to support any TUPE implications (20 days
at £1000 per day).

Central HR support will be required to support any TUPE implications and set up
the relevant contracts/secondments etc. (20 days at £800 per day).

Stakeholders will access their own legal teams for individual advice relating to
moving to a hosted solution (TUPE/Constitution etc.).

The new NPS website will need to be developed and set up along with
associated systems to manage the monitoring of savings achievements etc.
(£40,000 budget allocated).

IT equipment will be needed to new staff and therefore PC costs have been
included (800 per member of staff).

Existing office space can be utilised to house the hosted team so no new office
space (or associated costs) have been included.

There may be a requirement to recruit additional staff as some existing staff may
not be able to transfer/second to the hosted operation so recruitment costs have
been included (15 staff at an average cost of £3,000 per individual).

Any potential redundancy costs for staff that are unable to move to the proposed
new organisation have not been included.

Ongoing Running Costs

Ongoing salary/pension costs relating to staff working on NPS projects will be
the responsibility of the individual organisation within which they work (if
seconded) or the hosted organisation if they transfer.

Facility overhead costs for the ongoing provision of a PC/desk will need to be
funded at an average cost of £3497 per FTE (figure provided by WG).

Ongoing training of staff will be required to ensure they are able to work at the
required level (£2000 training budget per member of staff allocated).

Staff may be required to travel for category forum meetings etc. so a travel
budget of £1500 per week has been included.

The NPS will be required to communicate it's contracts to potential stakeholders
s0 a communications budget has been allocated (£40,000 per annum).

It is assumed that supplier engagement events will be funded by BETS.

Further systems development and maintenance may be required to support the
effective development of contracts and monitoring of performance. A budget of
£50,000 has been included.

Staff Costs

The resources required are based on the diagram detailed in Section 8.6.1 and
the generic resource requirements within Section 8.1.3.4 of the Options Analysis
Document.
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Two resource scenarios have been modelled as part of the financial analysis,
showing the low and high resource requirements identified.

Existing resources within the host organisation will provide ongoing finance,
legal, HR and communications support and so no additional costs have been
included.

Existing resources within WAG will provide guidance on policy and best practice.

All staff costs have been increased by 20% to include relevant on-costs which
will be incurred by each organisation.

The following salary levels have been included (excluding on-cost):-

Head of NPS - £85,000

Category Manager - £55,000
Category Officer - £30,000

MI & Systems Manager — £35,000
Systems Officer - £25,000

Admin Support - £18,000

An additional management overhead has been included within the costs to
reflect the need for an Accountable Officer per Sector to be engaged as part of
the proposed operating model. A management overhead of 2.5% of the total
cost of the Category Manager/Officers for this option has been included.

Cash Savings

Cash savings have been included as per the CaRs work-stream outputs and
based on the low and high calculations provided.

The cash savings already include consideration of stakeholder compliance in
the calculation methodology and therefore no further amendments to the figures
are required.

Savings have been included year on year for the expected life of the contract.

Savings have been profiled based on the phasing detailed in the CaRs work-
stream outputs, with an addition of only 25% of year 1 savings being shown to
recognise the 9 month lead in to set up the initial contracts.

7.4 Standalone Public Sector Organisation

The financial appraisal has been carried out over a 5 year period assuming this is the average life of
a contract and with the minimum commitment period of membership suggested at being 3 years.

A Net Present Value percentage of 3.5% has been used for each option based on Welsh Government

guidance.

Figure 8.23 — Operating Model Financial Assumptions for Standalone Public Sector Organisation

Financial Category

Implementation Costs

Assumptions Made

Resources required are as detailed in Section 8.1.5 of the Options Analysis
Document..

Model Set Up Costs

Central Legal support will be required to set up the relevant operating agreement
between all sectors and to support any TUPE implications (60 days at £1000 per
day).

Central HR support will be required to support any TUPE implications and set up
the relevant contracts/secondments etc. (60 days at £800 per day).

Each stakeholder organisation will need to support the creation of the new
organisation. Each stakeholder would need to input legal and HR resources
(which may need to be sourced externally) to ensure that the new constitution
and legal entity is acceptable to their own organisation. Assumed to be 5 days per
organisation and 30 organisations will require the support for both legal and HR
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advice (day rates as above).

Any potential redundancy costs for staff that are unable to move to the proposed
new organisation have not been included.

The new NPS website will need to be developed and set up along with
associated IT systems to manage the monitoring of savings achievements etc.
(£40,000 budget allocated).

New office space will be required for the standalone organisation and therefore
capital costs of £450 per m2 is included with each staff member being allocated
with 11.7m2 (figures provided by WG).

IT equipment will be needed to new staff and therefore PC costs have been
included (£800 per member of staff).

There may be a requirement to recruit additional staff as some existing staff may
not be able to transfer/second to the hosted operation so recruitment costs have
been included (15 staff at an average cost of £3,000 per individual).

Ongoing Running Costs

Ongoing salary/pension costs relating to staff working on NPS projects will be the
responsibility of the standalone organisation.

Facility overhead costs for the ongoing provision of a PC/desk will need to be
funded at an average cost of £3497 per FTE (figure provided by WG).

Ongoing training of staff will be required to ensure they are able to work at the
required level (£2000 training budget per member of staff allocated).

Staff may be required to travel for category forum meetings etc. so a travel budget
of £1500 per week has been included.

The NPS will be required to communicate it's contracts to potential stakeholders
so a communications budget has been allocated (£75,000 per annum).

It is assumed that supplier engagement events will be funded by BETS.

Further systems development and maintenance may be required to support the
effective development of contracts and monitoring of performance. A budget of
£50,000 has been included.

Staff Costs

The resources required are based on the diagram detailed in Section 8.7.1 and
the generic resource requirements within Section 8.1.3.4 of the Options Analysis
Document.

Two resource scenarios have been modelled as part of the financial analysis,
showing the low and high resource requirements identified.

All staff costs have been increased by 20% to include relevant on-costs which will
be incurred by each organisation.

No external resources can be accessed so the organisation must be self sufficient
in relation to HR, legal and finance matters.

The following salary levels have been included (excluding on-cost):-

Head of NPS - £85,000

Category Manager - £55,000
Category Officer - £30,000

MI & Systems Manager — £35,000
Systems Officer - £25,000

Admin Support - £18,000

Finance Officer - £30,000

HR Officer - £30,000
Communications Officer - £30,000
Policy Manager - £35,000

Legal Specialist - £45,000
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An additional management overhead has been included within the costs to reflect
the need for an Accountable Officer per Sector to be engaged as part of the
proposed operating model. A management overhead of 2.5% of the total cost of
the Category Manager/Officers for this option has been included.

Cash Savings

Cash savings have been included as per the CaRs work-stream outputs and
based on the low and high calculations provided.

The cash savings already include consideration of stakeholder compliance in the
calculation methodology and therefore no further amendments to the figures are
required.

Savings have been included year on year for the expected life of the contract.

Savings have been profiled based on the phasing detailed in the CaRs work-
stream outputs, with an addition of only 25% of year 1 savings being shown to
recognise the 9 month lead in to set up the initial contracts.
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Appendix 8 — Stakeholder Feedback - Town Hall Event 18" April 12

8.1 Attendees
The table below details the attendees at the NPS Town Hall event on 18" April 2012.

Attendee Name Organisation

Tracey Lee Newport Council
Catherine Weller Value Wales
Rebecca Rees Value Wales

Paul Dingle Value Wales

Carol Vigors Value Wales

Alison Standfast Value Wales

Kerry Wilson Value Wales

Claire Russell NQC - TOM Lead
Vince Hanly Rhondda Cynon Taf

Mark Roscrow

NHS Wales Shared Services - Procurement Services

Rob Jones

Welsh Purchasing Consortium

Steve Robinson

Cardiff Council

Geraint George

Gwynedd Council

Andrew Maisey

Torfaen Council

Scott James

Monmouthshire Council

Christine Salter

Cardiff Council

Liz Frizi

Dyfed Powys Police

Lyn Jones

Fire Service

Gareth Rees

Environment agency

Howard Allaway

Higher Education Purchasing Consortium, Wales (HEPCW)

Sian Freeman

Strategic Lead for Procurement for South Wales, Dyfed and Gwent Police

Paul Charkiw

WLGA

John Rae

WLGA

Sioned Rowlands

Isle of Anglesey County Council

Dave McAuliffe

Blaenau Gwent Council

Lee Williams Blaenau Gwent Council

Linda Harris Bridgend County Borough Council
Phil Evans Caerphilly County Borough Council
Phil Sexton Carmarthenshire County Council
Alan Aitken Carmarthenshire County Council

Hywyn Pritchard

Ceredigion County Council

Nicola Day

Gwynedd Council

lan Mowatt

Gwynedd Council
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Meirion Rushworth Newport Council
Sheila Powell Newport Council
Hywel Jenkins Neath Port Talbot County Borough Council
Stuart Smith Neath Port Talbot County Borough Council
Paul Ashley - Jones Pembrokeshire Council
Mike Green Powys Council
Christopher Lee Rhondda Cynon Taf CBC
Steve Lock Rhondda Cynon Taf CBC
Alan Jenkins Vale of Glamorgan Council
Mark Owen Wrexham County Borough Council
Roger Barnett Wrexham County Borough Council
Andy Butler NHS Wales Shared Services - Finance Director & Corporate Services
Andrew Naylor Aneurin Bevan Health Board
Jeremy Surcombe Powys Health Board
Steve Ham Velindre NHS Trust
Graham Davies NHS Wales Shared Services - Procurement Services Aneurin Bevan
Steven Thomas NHS Wales Shared Services - Procurement Services Hywel Dda
Cheryl Brown Welsh FE Purchasing Consortium
Elizabeth Callard Pembrokeshire College
Colin Edwards College Morgannwg
Katharine Haines Yale College
Heidi Davies Coleg Sir Gar
Sharon Jenkins Glamorgan University
Rhidian Morgan Swansea University
Martin Warren Cardiff Metropolitan University
Peter Standfast Cardiff Metropolitan University
Denis Jones Newport University
Liz Aitken Mid and West Wales Fire and Rescue Service
Paula Corfield Gwent Police
Jeremy Morgan WAO
Huw Llewelyn NHS
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8.2 Summary of Feedback

Building on Existing Consortia & Structures — General Comments

Comment

No of Dots

C.M critical component. 2 dots
How will demand management work?

Objective price leverage. 1 dot
Do we need to move away from multi — supplier frameworks?

What is the SUPPLY model. 1 dot

SUPPLY VOIDS essential irrespective of model.

How would accountability manifest - itself within orgs.

Need outward looking supplier engagement and strong lever to supply voids work.

Building on Existing Consortia & Structures — Central Delivery

Comment

No of Dots

Category Managers better suited to develop specifications.

Least likely to work if mandated from centre. 4 dots
Central provision more likely to drive national issues and demand management. 1 dot
Easier to set up, manage quality of outcomes and delivering, receiving results.
Central delivery cost to Hosted — legal responsibility lost?
How would accountability manifest itself within orgs?
Do we know what sector commodity strengths are?
| have strong influence here — little influence in the other models.
More closely integrates with Welsh Ministers policies than other options +/-
Very complex in terms of organisational structure and time & focus on internal
management.
Clarity regarding responsibility and delivery. 1 dot
Is it possible to mandate engagement with existing structure? 1 dot
Do you think VW are geared to deliver? 3 dots
Starting from a different base.
Simple to understand and communicate. 2 dots
Re-focus Value Wales rather than more resource. 2 dots
Direct links to policy, best practice, admin support etc 2 dots
Central control — easier to engage with all sectors. 4 dots
Central delivery via Value Wales should sit in hosted option. 3 dots
Consideration needs to be on a phased approach based on identify savings. 1 dot
Preferred option. 4 dots
VW distracted by central government. Issues — not contract delivery. 1 dot
General — Need to see which option would be better not only for CRSpend but for the 2 dots
‘Holygrail’ of demand management.
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Reputation issues of central delivery?

Will deliver benefits quicker than other options. 2 dots
Who is the NPS Board accountable to? 1 dot
Central delivery may dilute current consortia. 1 dot
Is Central delivery model more expensive than networked? 1 dot

Will it be harder to get buy-in to the existing orgs and structure?

More potential to deliver the 10%. 2 dots

Building on Existing Consortia & Structures — Networked Delivery

Comment No of Dots

Vires issues? 1 dot

Supply voids essential irrespective of model.

Fairness of category allocation. 2 dots

Funding mechanisms require clarity prior to decision on preferred option.

Better model to understand the needs of customers. 1 dot

Danger — assumption that the O.M is how it currently is. 1 dot
Cheapest / Best VFM option.

Advantage for staff to know condition of service won't change. Pension on etc.
Reduced TUPE of networks.

Benefit of incremental development is lower risk. 1 dot

Difficult to manage funding allocation.

Easier to develop further from this option — network has less risk. 1 dot
Need outward looking supplier engagement & strong link to supply voids work. 2 dots
Objective price leverage. Do we need to more away from multi — supplier frameworks. 1 dot

Limited savings as things will largely carry on as before.

Danger of stripping out resource based on 20% expenditure. 1 dot
Complex structure - potential lack of clarity. 4 dots
Relatively quick to implement. 3 dots
Straight forward to deliver 1% saving. 4 dots
How will demand management work. 1 dot

Lengthy to deliver.

Huge challenge to be addressed allocating specific categories per sector. Not sure how
this could be happily reconciled.

Changes need to be mandated in each sector. 3 dots

How are the commodities going to be selected to each authority .

What is the supply model? 1 dot

If contracts go belly up. Who picks up the legal costs of resolving — could this be ultra.
Hires cost for that organisation.

Resourcing of network input needs to be clear and incentivised.

Fine tuning a well established structure. 4 dots
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Networked — keeps close to the service. 4 dots
Network operating running — are the skills in the right place. 2 dots
Option better enables elected member involvement and scrutiny. 1 dot
Governance and accountability - difficulties with this model. 1 dot
Keep simple to deliver — what are the limited potential savings. 2 dots
Stronger voice for each sector. 3 dots

Hosted Operation

Comment No of Dots

Who is it? / Capability & Willingness

How would you prevent bais towards the sector that the host belonged to? (In terms of | 11 dots
the basket of goods selection, etc)
Are there any organisations that are capable of hosting? 5 dots
What happens if no organisation comes forward and volunteers to host? 2 dots
How would a host organisation be selected? Issues of TUPE/Secondment needs to be | 5 dots
clarified?
Need an expression of interest process. 2 dots
Standing orders or financial regs allow host to be innovative. 3 dots
Host would probably need underwriting of their financial exposure by WG, as part of any | 4 dots
accountability agreement.
Would a host be capable of having the power /influence to deliver? 2 dot
What comes first - a volunteer or hosting as a preferred Option?
What would be the incentive / benefit for the host? 3 dots
Should host be approached / selected based on some review? - Putting yourself 2 dot
forward means not necessarily the best options?
Transparent governance will be important. 4 dot
Governance of host and influence from other orgs & sectors. 3 dot
Who would the NPS board be accountable to? 2 dots
Risk / Liability
If the model is adapted, but fails after a number of years, will the host’s exposure to 3 dots
closure costs by underwritten by WG?
Degree of risk? Exit strategy? Hosted is less risky than standalone? 3 dots
If the model is adapted, but fails after a number of years, will the host’s exposure to 2 dots
closure costs by underwritten by WG?
Degree of risk? Exit strategy? Hosted is less risky than standalone?
Staff
Risk - Resources directed at ‘easy’ 20% - what happens to the remaining ‘harder’
80%7?
Very removed from the actual services. 2 dots
Issues around the Transfer of staff will be challenging 6 dots
Staffing — competitive recruitment
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would enable benefits to be accessed earlier.

Must ensure all staff experienced and qualified. 1 dot
Staff

Impact on Value Wales — Staff transfers?, Redundancy update?

Concern regarding smaller organisations with little capacity already, having to

‘contribute’ staff time to any of the optional OR do they contribute to cost? How

expensive?

Need to address TUPE/Transfer issues potentially complex with associated risk. 1 dot
Reduces political accountability 2 dots
Supplier / market development should be a clear objective. 1 dot
Lower cost and potentially risk that JV option. 1 dot
Cost of set up compared to low savings target. 3 dots
Host will strongly support NPS

Poss negative impact on capability to deliver non — CARS

Easy to understand and communicate 1 dot
Risk of not ‘buying in’ to the new model.

Risk of low engagement by non-host sectors. 1 dot
Hosted — Other Comments

Potentially costly — not best use of resources

Time to set up to achieve savings — could be lengthy, so go with the existing consortium

in short term.

Less flexible than other options. 1 dot
Conditions of service for host could be expensive.

Only advantage is — outside control of central government.

Will take longer to set up than ‘Network option’.

Potentially costly option — not making best use of existing resources. 2 dots
Need for local democratic involvement / scrutiny. Local government measure strategic 1 dot
governance.

Conditions of service of Host could be expensive. 2 dots
Need to recognise role is to host and bring professional expertise, not to bring undue

influence.

Would take too long to set up — significant delay in securing benefits — other method 1 dot

this organisation be selected?

The only advantage of this is that it is outside the ‘central government’ control. How will

avoidance.

How will savings be split/ paid back to organisations measuring — cash releasing, cost

Will people want to work for an organisation with a 3-5yr life?

If 0.5bn of each category hosted. Duplicate of effort and economic of scale loss?
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Standalone Public Sector Organisation

Comment No of Dots

Staffing — If the org has an initial 3 year life, who (of the right skills) would take the 5 dots
employment risk? If not secondment.
Need clarity about setting this option — re deliverable outcomes ie demand
management is different from a distance.
Standalone org seems to be removed from the service. 4 Dots
Positive - Independent 7 dots
Would be able to focus on delivery of contracts
Good ideas in order to standardise documentsand contacts across the public sector.
Positive — Clarity and ownership is clear.
Exit strategy risk? Contract length and impact if this fails? 2 dots
This option appears to offer the best opportunity to create a new organisation with a
new identity.
TUPE and other practicalities. 9 dots
Resource lost for the Welsh Public Sector. 4 dots
Another Quango? 3 dots
Expensive set up and running costs. 7 dot
Further erosion of services provided directly by Local Government. 1 dot
Appears to be setting up an additional tier of bureaucracy when aim should be to be 3 dots
reduce.
May develop a better understanding of markets. 1 dot
Must have some public sector element for EU procurement compliance. 1 dot
Cost V Return. 17 dots
Does creating a stand alone organisation go against shared services etc. 1 dot
Possibly synergy with other organisations. 1 dot
VAT complications with a separate stand alone organisation 4 dots
If private sector could pay by results and savings, also no baggage 4 dots
Set up costs unlikely to be recovered by level of savings in areas that have already 5 dots
been subject to collaborative procurement over the last few years.
Governance issues complicated / possible conflict in priorities 6 dots
Is this option going to release further savings on the demand management side —is it
the best placed option for this — where the most savings seem now to be?
Costly setup for a 1% saving. 15 dots
Is it close enough to the user / customer. 2 Dots
Private organisations suggested as potentially running this — do not agree.
Inbuilt resources and skills base.
Limited pool of expertise to draw from ‘brain drain’ from existing public sector provision. | 2 dots
For it to work the term needs to be at least 10 — 15 years. 1 dot
High costs in setting up but long term benefits.
If including private initiative what risks, regarding own interests.
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Distance will help avoid local cultural problems.

Go back to original ‘showstoppers’ consultation.

Bottom up approval would be better than top down approach.

Potential for savings to offset costs is limited by the range of ‘lower — level’ groups.

2 dots

Less political influence.

Set up costs and ability to deliver over a 3-5 year plan.

2 dots

Cost on implementation from feasibility stuffy, recruitment is possible private sector
company and experience loss of investment on existing resources.

1 dot

New ideas and skills from ‘outside’.

Will take a long time to set-up - delays in obtaining benefits.

1 dot

Not a quick solution to implement - when will this be live?

Who will negotiate contract with standalone body? Legality.

Difficult to un-pick after 3 — 5 years.

Have potential private sector partner organisations been approached / identified?

More potential to lose contract / relationship with end user / customer.

Remit of the standalone venture could be different from the public sector bodies /
organisations.

Organisation history to trade with — from Private sector viewpoint? — From public
sector?

Difficult to engage and get ‘buy in’ with stakeholders.

Private venture — Can provide service to any service provider — public or private.

How will need for local government scrutiny be afforded — local government measure
strategic governance.

3 dots

Central costs of replicating or buying in New HR/Finance/HR functions. Extra costs.

TUPE — Pension Issues difficult in LG/FE/HE and NHS — Government policy. If private
sector organisation will they be allowed to join the pension scheme. Staff with long
service — how do you persuade to join.
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Appendix 9 — Critical Success Factor Scoring

For full detail of comments please contact the project office. These are the CSF Scores by Sector
representatives on the NPS TOM Project Team. The scores were provided by the following
individuals:-

Rob Jones (WPC - LG)

Geraint George (NWPP - LG)
Mark Roscrow (NHS)

Liz Frizi (Police)

Howard Allaway (Higher Education)
Kerry Wilson (Value Wales)
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Responses

Build on Existing Networked Delivery (2a)

HE
RATING

Provisional POLICE NHS NWPP
Rating RATING RATING RATING

wWPC

RATING Value Wales FE RATING

Key CSF Description

Deliver a strategic vehicle for procuring common
goods and services for Wales;

Strategic Fit [Support the national policy agenda; 1 1 2 2 3 1 1 1

Support the development of a competitive
supply base and have a positive impact on the 2 2 2 2 4 2 2 2
Welsh economy.

Improve the quality of procurement for the

1 1 2 2 1 1 1 1

identified categories;
Ensure the continuous Flevelopment of Public > ) ) ) ) > ) >
Sector procurement skills;
Effectively manage common and repet.lt\ve 1 1 3 2 1 . 1 .
spend on a category management basis;
Leverage the procurement scale of the Welsh
public sector, and focus on influencing demand

. ) . 1 1 2 2 2 1 1 1
management and implementing best practice
approaches;

Business Need

Efficiently develop contracts that are fit for
purpose and meet user needs in a timely 2 1 3 2 3 2 2 2

manner;

Enable effective stakeholder engagement leading]
to buy-in and compliance throughout the 2 1 2 2 3 2 3 2
contracting life cycle;

Enable compliance with and input into policy and
best practice;

Provide access to valid, accurate and timely
procurement spend information.

Maximise the return on the required investment
through reducing the total acquisition cost of
agreed commodities (through leveraging scale, 1 1 1 2 1 1 1 1
influencing demand management and
Value for  |implementing best practice approaches).

Money
Utilise one st.aqdérd and 5|m;?llf|§d procurement 1 1 3 2 3 . 1 .
process to minimise the duplication of resources.
Become operational within 9-12 months post full
N 2 2 2 3 2 2 2 2
business case approval;
Overcome potential barriers to implementation
through stakeholder buy-in; 2 2 3 3 3 2 2 2
Achievability 3 y-in;
Match the level of available skills which are
) ) 1 1 1 2 2 1 1 1
required for successful delivery.
Provide a cumvpelllr)g case f.ur implementation > ) ) ) ) > ) 1
based on the identified savings;
Affordability
Meet likely availability of funding based on 2 ) ) ) ) 2 ) a

savings opportunities.

Appendix 86 of 138

Issued: v 0.1





National Procurement Service Project

Business Case - Appendices

Gwasanaeth Cyhoeddus Cymru
Public Service Wales

Ymateb i Her Newid

Meeting the
Challenge of Change

rs - Responses

Build on Existing - Central Delivery (2b/5)

Provisional NWPP WPC

Rating RATING RATING NHS Value Wales Police FERATING  HE RATING

Key CSF Description

Deliver a strategic vehicle for procuring common
goods and services for Wales;

Strategic Fit [Support the national policy agenda; 3 3 3 3 3 3 3 3

Support the development of a competitive
supply base and have a positive impact on the 2 2 2 2 2 2 2 2
Welsh economy.

Improve the quality of procurement for the

2 1 2 2 2 2 2 2

identified categories;
Ensure the continuous .deve\opment of Public 1 1 1 . . . . .
Sector procurement skills;
Effectively manage common and repet.mve 3 2 ) 3 3 3 3 3
spend on a category management basis;
Leverage the procurement scale of the Welsh
public sector, and focus on influencing demand

X N N 2 1 2 2 2 2 2 1
management and implementing best practice
approaches;

Business Need

Efficiently develop contracts that are fit for
purpose and meet user needs in a timely 3 2 3 3 3 3 3 2

manner;

Enable effective stakeholder engagement leading]
to buy-in and compliance throughout the 3 1 3 3 3 3 3 2
contracting life cycle;

Enable compliance with and input into policy and
best practice;

Provide access to valid, accurate and timely
procurement spend information.

Maximise the return on the required investment
through reducing the total acquisition cost of
agreed commodities (through leveraging scale, 2 2 1 2 2 2 2 2
influencing demand management and
Value for  limplementing best practice approaches).

Money
Utilise one st.ar?dérd and S\m?hfl?d procurement 3 3 3 3 3 3 3 3
process to minimise the duplication of resources.
Become operational within 9-12 months post full
) 2 2 1 2 2 2 2 2
business case approval;
Overcome potential barriers to implementation
through stakeholder buy-in; 3 2 2 3 3 3 2 3
Achievability ug uy-in;
Match the level of available skills which are
- N 1 1 1 1 1 1 1 1
required for successful delivery.
Provide a cumpelhr}g case f.ur implementation 2 ) ) > > > > 1
based on the identified savings;
Affordability
Meet likely availability of funding based on
2 1 1 2 2 2 2 1

savings opportunities.
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Responses

Hosted 6

Provisional POLICE NHS

Rating RATING RATING Value Wales WPC NWPP RATING FE RATING HE RATING

Key CSF Description

Deliver a strategic vehicle for procuring common
goods and services for Wales;

Strategic Fit |Support the national policy agenda; 2 2 3 2 2 1 2 1

Support the development of a competitive
supply base and have a positive impact on the 2 2 2 2 2 2 2 2
Welsh economy.

Improve the quality of procurement for the

. e . 2 2 2 2 2 1 2 2
identified categories;
Ensure the continuous development of Public
N 1 2 1 1 1 1 1 1
Sector procurement skills;
Effectively manage common and repetitive
. 3 3 3 3 3 3 3 3
spend on a category management basis;
Leverage the procurement scale of the Welsh
public sector, and focus on influencing demand
. . . 2 2 2 2 2 2 1 1
management and implementing best practice
approaches;
Business Need
Efficiently develop contracts that are fit for
purpose and meet user needs in a timely 3 3 3 3 3 2 3 2

manner;

Enable effective stakeholder engagement leading|
to buy-in and compliance throughout the 3 3 3 3 3 2 3 2
contracting life cycle;

Enable compliance with and input into policy and
best practice;

Provide access to valid, accurate and timely
procurement spend information.

Maximise the return on the required investment
through reducing the total acquisition cost of
agreed commodities (through leveraging scale, 2 2 2 2 2 2 2 2
influencing demand management and
Value for  [implementing best practice approaches).

Money
Utilise one standard and simplified procurement
PRP A 3 3 3 3 3 3 3 3
process to minimise the duplication of resources.
Become operational within 9-12 months post full
. 2 2 2 2 2 2 2 i
business case approval;
Overcome potential barriers to implementation
through stakeholder buy-in; ! ! : ' ' ! ! '
Achievability [thTough stakeholder buy-in;
Match the level of available skills which are
. . i 1 1 1 1 1 1 1
required for successful delivery.
Provide a compelling case for implementation
. o . 2 2 2 2 2 2 2 i
based on the identified savings;
Affordability
Meet likely availability of funding based on 5 ) ) ) ) ) > a

savings opportunities.
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rs - Responses

Standalone Joint Venture 7

Provisional POLICE NHS
Rating RATING RATING

HE
RATING

NWPP

RATING Value Wales WPC FE RATING

Key CSF Description

Deliver a strategic vehicle for procuring common
goods and services for Wales;

Strategic Fit [Support the national policy agenda; 2 2 3 2 2 2 2 2

Support the development of a competitive
supply base and have a positive impact on the 2 2 2 2 2 2 2 2
Welsh economy.

Improve the quality of procurement for the

2 2 2 2 2 2 2 2

identified categories;
Ensure the continuous .deve\opment of Public 1 2 1 1 . . 1 .
Sector procurement skills;
Effectively manage common and repet.mve 3 3 3 3 3 3 3 3
spend on a category management basis;
Leverage the procurement scale of the Welsh
public sector, and focus on influencing demand

X N N 2 2 2 2 2 2 1 1
management and implementing best practice
approaches;

Business Need

Efficiently develop contracts that are fit for
purpose and meet user needs in a timely 3 3 3 2 3 3 3 2

manner;

Enable effective stakeholder engagement leading]
to buy-in and compliance throughout the 3 3 3 2 3 3 3 2
contracting life cycle;

Enable compliance with and input into policy and
best practice;

Provide access to valid, accurate and timely
procurement spend information.

Maximise the return on the required investment
through reducing the total acquisition cost of
agreed commodities (through leveraging scale, 2 2 2 2 2 2 2 2
influencing demand management and
Value for  |implementing best practice approaches).

Money
Utilise one st.ar?dérd and S\m?hfl?d procurement 3 3 3 3 3 3 3 3
process to minimise the duplication of resources.
Become operational within 9-12 months post full
° 1 1 1 1 1 1 1 1
business case approval;
Overcome potential barriers to implementation
through stakeholder buy-in; 3 3 3 ! 3 3 s 3
Achievability 3 y-in;
Match the level of available skills which are
- N 1 1 1 1 1 1 1 1
required for successful delivery.
Provide a cumpelhr}g case f.ur implementation 2 ) ) ) > > Py 1
based on the identified savings;
Affordability
Meet likely availability of funding based on
kely avaiability of funding 2 2 2 2 2 2 2 1

savings opportunities.
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Appendix 10 — Economic Impact Assessment Report

National Procurement Service Project

Economic Impact Assessment Group (EIAG)
Report

Date Issued:
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Executive Summary

Purpose and Scope

The groups remit was to perform a task and finish role to assess the potential risks to the Welsh
supply base and consequent impacts on the economy in Wales, of collaborative procurement actions
in areas of common and repetitive spend across the public sector in Wales.

The Economic Impact Assessment Group (EIAG) was formed to support the work of the Common
and Repetitive Spend (CaRS) group to help with the CaRS group’s contribution to the National
Procurement Service (NPS) project.

The Terms of Reference of the group were stated and agreed to be to

Provide a view of the potential economic impact to Wales of

standardising specifications and creating all-Wales contractual arrangements for
areas of common and repetitive spend. This needs to consider the shape and
structure of the market, any supply voids and any recommendations for both
procurement strategies and supply-side development.

Apply the Value Wales Sustainable Risk Assessment template to proposed
product/service areas with a particular emphasis on economic impacts;

Apply a SWOT (Strengths, Weaknesses, Opportunities, Threats) analysis as part of
the SRA approach;

Use supply side knowledge and data provided by Spikes Cavell to determine the
current and future potential capacity and capability of Welsh companies to meet the
requirement

EIAG Membership

The EIA Group was made up of representatives from the Federation of Small Businesses (FSB)
representing the private sector, the Wales Council for Voluntary Action (WCVA) representing the third
and voluntary sector, Unitary Authority and Welsh Government officers representing local and
national economic regeneration interests.

Value Wales representatives provided secretariat functions and facilitated the work being undertaken
and the gathering and reporting on the information / research findings from the group members.

Welsh Government's Chief Economist was also a member of the group to help to ensure the
robustness of the data and its interpretation.

A representative from Spikes Cavell provided statistical analysis and advice and guidance on the
interpretation of the CaRS data.

Meetings

As a task and finish group the EIAG met only twice, for the first time on the 14" December 2011 to
agree the Terms of Reference and scope of the groups work and allocate tasks on the 27" March to
discuss the feedback and any concerns or issues identified by the members of the group.
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The central issue to be addressed was an assessment of the strengths, weaknesses, opportunities
and threats of collaborative procurement activities in the CaRS categories from the various
perspectives of the interests represented by group members.

Initial concerns raised by FSB, WCVA and Local Government economic regeneration officers were
allayed at the second and final meeting of the group on the 27" March.

The key discussion points were objectives and forward plans of the CaRS project and the feedback
from group members.

Key points clarified and discussed were,

The CaRS scope covered 23%, some (£967m) of the total public sector spend of £4.1bn
Of the £967m only some 54% was considered to be ‘accessible spend’ which amounts to
£522m that it was felt could be influenced given the contractual arrangements already in
place and the extent to which the spend categories had already been addressed across the
public sector over recent years.

Of the £522m only 15% is currently being captured by Wales based suppliers. This is the
element of the CaRS category expenditure that represents a risk to the welsh supply base.

Group members appreciated that given only 15% of the CaRS category spend is currently with Wales
based suppliers there is an opportunity to grow Wales based supply in the 85% of the CaRS spend
categories.

In addition it was stressed that the spend outside the CaRS categories, accounting for the 77% of
spend or £3.133bn, may be as good if not a better area for Wales based businesses to focus their
efforts. BETS, WCVA and FSB will have a key role in preparing and supporting suppliers to bid for
these opportunities.

The BETS managed Supply Void project will highlight and promote the opportunities for Wales based
businesses to compete for areas of expenditure in this 77% of public sector where significant Welsh
public sector expenditure is currently being won by suppliers from outside but Wales has a supply
chain presence.

Although the original intention was for group members to report back figures on the level of interest
and activity in the CaRS categories from the perspective of the private, voluntary and public sector
based on the instruction that where possible ‘views expressed should be backed up with ‘hard’
verifiable evidence in preference to subjective anecdotal evidence’ the FSB, WVCA feedback was
focused around their general policy interest. Feedback from the WCVA Wales Co-operative Centre
and Welsh Social Enterprise Coalition appears in full at Annex 3.

Welsh Governments BETS department were unable to feedback any concerns, issues or

plans from the Priority Sector Panels (PSPs) when this report was compiled as the work of the PSPs
is still in its early stages. BETS colleagues are currently seeking views from the Sector Panels and
will feedback. However, Annexes 1 and 2 illustrate the scope for increasing Wales based supplier
interest based on the most up to date expenditure data available to the National Procurement Service
project and supply base data in the Source Local data set available.

Feedback from Welsh Local Government Economic Regeneration stakeholders focused on issues
outside the scope of the EIA groups remit around the overarching objectives of a National
Procurement Service and on concerns about the specific procurement strategies that might be
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applied to the CaRS categories in future tenders.

However, it was agreed that these could be effectively managed if SME friendly policies and Value
Wales recommended best practice is followed.

Conclusion

The Economic Impact Assessment Group agreed that while there are some risks in the collaborative
procurement actions in the CaRS categories these are outweighed by the opportunities both within
and outside the CaRS categories. Both the risks and opportunities can be effectively managed if
current SME friendly policies and Value Wales recommended best practice are applied.

For example early notification of opportunities to the market, the use of appropriate lotting strategies,
application of the SQuID approach to pre-qualification, application of the Community Benefits
approach and particularly the requirement to use the Tier 1 facility on Buy4Wales to ensure supply
chain opportunities remain visible and open to Wales based suppliers.

Areas of potential risk and opportunity are highlighted in the graphs and tables in Annexes 2 & 3.
Further investigation into the nature of the supply market and public sector requirements will have to
be undertaken before these can be confirmed as either risks or opportunities as while ostensibly
operating in the relevant category of supply capability and capacity and the specific goods or services
being supplied might not meet the actual public sector business requirements.
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Annex 1 Welsh Government — BETS Dept Priority Sector Panel interest in CaRS cateqgories

NPS: spend in BETS Priority Sector Panel areas (£m)

Construction
£20

Life Sciences
£30

Tourism

/ £12

Professional and Legal
Services
£35 \
Food
£53

Not a priority area
£482
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Annex 2 - Welsh Government — BETS Dept Priority Sector Panel interest in CaRS categories

Examples of sub-categories of supply that appear to be at the greatest risk from the CaRS approach (were a ‘high’ number Wales based suppliers
currently supply, identified in the Spikes Cavell public sector expenditure data are :

Number of

Number of NON

WELSH WELSH AE27 Gl Wales How do the sub-categories align with
. Total spend . . based suppliers - . .
High Level Category Subcategory oo suppliers suppliers o priority sectors / national priority
£m (modified) active in the
currently currently sector panel areas?
. . category

supplying supplying
Faciities & Management | 01 £ "7 241 34 762 | Tourism
Services
Legal Services Solicitors £ 35.3 172 103 510 | Professional and Legal Services
Consultancy Business & Management Consultants | £ 43.6 150 280 311 | No Priority Sector Panel

Conversely there are also sub-categories of supply that appear to offer sign

ificant opportunities for Wales based suppliers

Number of Number of NON Number of Wales
Total spend WELSH WELSH based suppliers How do the sub-categories align with

High Level Category Subcategory £m (modified) suppliers suppliers active in the priority sectors / national priority

currently currently sector panel areas?

. . category

supplying supplying
Human Resources Employment & Recruitment Agencies | £ 719 | 69 137 227 No Priority Sector Panel
Facilities & Management L o

_ Facilities Management £ 415 |13 32 75 No Priority Sector Panel
Services
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Annex 3 — Welsh Government — BETS Dept Priority Sector Panel interest in CaRS cateqories

Opportunities for Wales based supply

Current and Possible Welsh Suppliers - BETS Priority Sectors
B Welsh suppliers currently supplying M Welsh suppliers who could potentially supply (not currently supplying)

88
s8 . - I
Information Catering Legal Services Healthcare Construction Materials Facilities &
Communication Management Services
Technology
ICT Food Professional and Legal Life Sciences Construction Tourism
Services
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Welsh Government — CaRS cateqories outside BETS Dept Priority Sector Panel interest

Opportunities for Wales based supply

Current and Possible Welsh Suppliers - Not BETS Priority Sectors

B Welsh suppliers currently supplying B Welsh suppliers who could potentially supply (not currently supplying)

Stationery Mail Services

128 u 15 9
[ ] — _
[ 1o | -
Facilities & Consultancy Vehicle Human Furniture & Clothing Utilities Cleaning &  Education
Management Management Resources Soft Janitorial
Services Furnishings
No Sector
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Further investigation into the nature of the supply market and public sector requirements will have to be undertaken before these can be confirmed as
either risks or opportunities as while ostensibly operating in the relevant category of supply capability and capacity and the specific goods or services
being supplied might not meet the actual public sector business requirements

Annex 3
A response from the Wales Co-operative Centre, Welsh Social Enterprise Coalition and the Wales Council for Voluntary Action.

Introduction

We welcome the opportunity to input into the work of the Economic Impact Assessment Group and highlight the potential affect on third sector
organisations and social enterprises in creating all-Wales contractual arrangements for areas of common and repetitive spend. We have taken the
opportunity to identity some of the key issues for our members, and make recommendations for consideration.

e-tendering

Conducting the entire tender exercise online can result in efficiency savings, and is desirable in reducing paper. But consideration should be given to
disparities of connectivity and broadband speed. Furthermore, the timescales for responding to tenders can be reduced if the process is undertaken
online.

Support
It has been recognised that one of the best ways to improve spend in a locality is to invest in support and development for the supplier base.

While much of the support available is very effective, we would recommend that future opportunities for support need to have an understanding of the
particular history and context of the third sector and social enterprise in Wales. These organisations approach tendering and public service delivery
from a specific background and value-base; as such, the provision of tendering support should be mindful of this context.

Community Benefits

Value Wales have been promoting Community Benefits as a means aligning the huge purchasing power of the public sector with social, economic and
environmental benefits. The procurement activities of non-devolved government departments will now be subject to the Public Services (Social Value)
Act 2012: placing a legal requirement on public authorities to have regard to economic, social and environmental well-being in connection with public
services contracts.
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We believe that this work has considerable potential to improve social capital and deliver significant benefits across Wales, such as creating
opportunities for work-based learning, apprenticeships or placements for young people and the long-term unemployed. We recommend that this work
be given greater impetus and be introduced more widely and into lower value contracts: community benefits should be the rule, not the exception.
They should be considered at an early stage of service planning, and where applicable be included as scored (“core”) criteria in contracts.

NB — response from Value Wales - The Welsh Government has long been committed to placing sustainable development at the heart of policy and
decision making - including procurement - and this is enshrined in the Government of Wales Act 1998. The Welsh Government, however, considers
that the Act does not adequately reflect the current initiatives underway in Wales or the potential changes in EU regulations.

Consortia

Developing a consortium has often been proposed as a useful vehicle for smaller third sector organisations and social enterprises to compete for
contact opportunities which they would not have the capacity to tender for or deliver alone.

But there are barriers to organisations collaborating effectively to tender for contracts. It takes time to build trusted working relationships between
partners, as well as developing a credible, coherent service delivery model across organisational boundaries. Timescales to submit tenders are often
too short for meaningful discussion and development. Additionally, the procurement process is often a barrier as it is predicated on establishing a
single contract with one supplier.

For example, a new, jointly-owned legal entity would not pass PQQ stage, as it would not have financial history or any track record of service delivery.

Purchasers should be clear about their expectations of consortia, and their processes should be flexible enough to accommodate different joint
tenders.

To use the above example, organisations might separately submit PQQs but as part of a joint tender, on the understanding that if a contract were
concluded, it would be with a new organisation jointly owned by the partners. Alternatively, a lead organisation from a collaboration might complete a
full PQQ while its partners might merely be subject to a lighter solvency, governance and risk check.

Lots

Wherever possible, we would strongly advocate that the division of contracts into lots be considered. This allows for procurement exercises to be
streamlined whilst not excluding smaller providers from engaging. Contracts can be divided according to geography or according to particular
specialities.
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Sub-contracting

In some cases, moves towards national procurement of goods or services will mean large providers with sufficient financial standing holding contracts,
and developing subcontracting relationships with third sector organisations, social enterprises and micro-enterprises.

While sub-contracting can enable smaller organisations to access opportunities beyond their capacity or experience, the issues that sub-contractors
face are well documented: difficulties with cash flow; exclusivity requirements or restrictions on activities; little or no involvement in contract
negotiations or management discussions.

We would advocate the development of a set of protocols for prime and sub-contractor relationships, so that a degree of equity is established and to
ensure that the sub-contractor is a valued partner.

Related to this could be a measurement tool to identify the degree of tier-two spend on local businesses and the wider impact on the Welsh economy.

Annex 4 - Local Government Economic Regeneration departments feedback

The feedback received related to higher level concerns about the National Procurement Service project and Common and Repetitive Spend work
stream in general and did not address the specific CaRS high level of sub-categories. It is included here for completeness.

Since most of the Common and Repetitive Spend areas have been subject to repeated tendering over a period of many years there is
only limited impact on regional suppliers. Where we have identified an undermining of local suppliers we believe that any greater
collaboration might affect their ability or appetite to bid for bigger contracts.

[Carmarthenshire County Council]

You will note on the NPS TOM feedback form, | do express concern over the establishment of a single procurement arrangement across
Wales. This is not because of any doubts on my part of the benefits of joint collaboration. Rather, | have some nhagging fears that we
may actually create another tier of procurement. | believe there are already sufficient consortia in place in Wales. Better co-ordination
between NHS Shared Services/WPC/NWPP could yield results much quicker than a new NPS.

In my view, the potential showstoppers for a NPS are not procurement issues but political issues in terms of loss of local sovereignty and
impact on local SME's. | have some experience of the NHS procurement structure and | don't think that this is a model that politicians in
rural Wales would find it easy to subscribe to, due to a perceived focus on all Wales contracts that tend to squeeze out suppliers in mid
Wales. Our Council has Regeneration has one of its key objectives. Building capacity in local SME's to enable them to tender effectively
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for public sector work is a key element in this strategy and there is a concern that this would be lost in a NPS.

[Powys County Council]

In creating all-Wales contractual arrangements the group, and assessing the potential economic impact, we would need to consider the
degree to which aggregation is potentially helping and not disadvantaging Welsh businesses. This does need to be approached on a
product by product and service by service basis to make sure that there are good Welsh based businesses with a reasonable chance of
winning the contracts. If this is not the case it will have an adverse economic impact.

The approach will almost certainly benefit larger businesses with national distribution arrangements. This is not necessarily a good or a
bad thing but careful consideration has to be given to who may be the winners — no doubt what the assessment group is doing. Given
Wales’ geography would it give advantage to businesses based in the west midlands of England?

A wide range of product areas targeted had significant savings already allocated which we felt were not achievable across the whole
public sector as, in many cases e.g. office furniture, there are already well established contracts already in place. The savings resulting
from this initiative are clearly overstated and this view is supported by my other procurement colleagues and made clear to WG.

Where collaborative savings have not already been achieved, there are reasons for this e.g. the difficulty in achieving a common
standard across the Welsh Public Sector for items such as janitorial.

There is a downside that we will lose some of the ability to support local suppliers. The group’s assessment needs to consider both the
overall potential impact on a Welsh level and the various impacts at the local level. It may limit some of our own initiatives to encourage
local procurement. The ethos of collaboration supports large national organisations who have the distribution facilities to service
customers on a pan Wales basis. Many local companies do not. Whilst it is argued that division into geographical lots creates
opportunities to award business locally, to my mind this defeats the objective of all Wales collaboration — why not tender regionally?

If we are to expect local companies to compete for these tenders in JV’s or Cooperatives then assistance should also come from the
public sector to assist the SME’s and Micro-businesses to form the vehicles to enable them to bid, as this will not happen by itself.
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We need to look at each potential area on its individual merits and assess the impact on local suppliers. There is a danger that we or
Carmarthen for example may wish to support a particular company providing a product or service to us and, as BCBC Procurement
understand; the mandating of the use of these contracts will not allow us the flexibility to opt out for political reasons.

Clearly there are a number of areas which should be tendered on an all Wales basis, but WG need to be pragmatic in determining which
areas lend themselves to this approach and be realistic in both the level of savings that can be achieved. Welsh Government need to re-
scope the former All Wales Sourcing Plan and effectively co-ordinate how this can be delivered on a national, regional and sector basis.

Bridgend Procurement lead has input into this discussion already through the CaRs group via a workshop held by the Welsh Purchasing
Consortium on behalf of Cath Weller, a number of issues and concerns to come out of that group.

[Bridgend Council]

The proposal does not present any major issues for Pembrokeshire. Many of the Common & Repetitive Spend categories listed are
already procured by Pembrokeshire (and indeed many Councils) in a collaborative manner, either through National (telecoms; mobiles;
energy; mail; canteen equipment); All Wales (stationery; computer supplies; paper; car rental; photocopiers; ) or Welsh Purchasing
Consortium contracts (tyres; builders merchants; employment agencies; office furniture; dry goods; frozen food).

There are some categories which clearly have no local supplier impact while others potentially will have. However, in the majority of the
examples above local suppliers have been given the opportunity to bid through careful use of geographical “lots”. We have found that
the key to ensuring that our local suppliers have the opportunity to submit quality tenders for collaborative contracts is to ensure that
they are aware of the opportunities and to utilise organisations such as the WG’s Supplier Development Service to assist them in
bidding.

[Pembrokeshire County Council]

Without any more information about our purchasing tendencies as a Council it is difficult to predict what the local impact would be, but |
anticipate that small local suppliers would suffer. They do not have the 'muscle’ to compete in the market or perhaps the desire to
collaborate with other suppliers. Of course | would supportive of the principle of 'buy one for Wales', which would favor the larger firms,
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but we need to realize that we do not have many of them on Anglesey (or in deed the North West).

However, it is extremely important that the decisions are made in a fair and balanced way, considering both the interests of public
spending and the impact on the local economy. Having an FSB representative on the board is welcomed.

It is also very important that the WG Supplier Development scheme continues.

(Anglesey County Council)

In addition to this feedback a response was received from Gwynedd Council that repeated concerns already expressed to the NPS
group about the potential for almost all the CaRS sub-categories to undermine Supply development / business growth objectives and the
objectives currently being achieved on a local / sub-regional basis. Discussions about the overarching concept and objectives of a
National Procurement Service and the business case for addressing areas of Common and Repetitive Spend are outside the scope of
the EIA groups remit. The ‘Show stoppers’ Report produced by the NPS project has addressed these concerns.
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Appendix 11 — ShowStoppers Feedback Report

National Procurement Service Project

Report on ‘Showstoppers’ to Project
Board

Version: 1.0 Issued

Date: 13.02.12
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Executive Summary

Background

The National Procurement Service project has been underway since September 2011.
The project will deliver two major components; a ‘basket’ of common goods and a
recommended operating model which will be included within an outline business case due
in June 2012.

In December 2011, Tracey Lee, SRO asked key stakeholders across all sectors to provide
feedback on any ‘show stoppers’ with the proposed scope for common and repetitive
spend and the proposed shortlist for operating models.

The response rate was high with over 88% of participants completing a response. Higher
Education, Fire and Rescue Services, the Police, the NHS and Welsh Government
responded in full. For Local Authorities, only four of the 22 organisations failed to provide
feedback and a third of Colleges responded.

Summary and of Responses and Conclusions

Having reviewed the responses in relation to the common and repetitive ‘basket’ of
products, very few, if any, ‘showstoppers’ have been identified. Whilst a number of
concerns were raised, these have been reflected within the procurement strategy
approaches and resultant benefits. Furthermore, these issues could be resolved
depending of the role and remit of a National Procurement Service. It is also worth noting
that for the categories identified above, collaboration exists either at a UK National, all
Wales level or on a sectoral basis.

It is therefore proposed that the ‘basket’ of products does not get altered further at this
stage. Should the business case be approved it will be assumed that these categories are
procured on a National basis and that a robust process, applied consistently, will need to
be agreed for any exceptions.

For the Target Operating Model Shortlist, the feedback received suggests overwhelming
support for Option 2 as it has the fewest show stoppers noted against it. The support for
this option comes from the perception that utilising existing structures could realise quick
wins. There is also a view that the current system reflects sector specific requirements and
allows specialisation. However, it is also recognised for this option to succeed a number of
issues need to be addressed, such as: funding, governance and engagement issues. It is
also recognised that current consortia models will need to be modernised and refocus to
be a fit for purpose organisation capable of delivering National contracts and there is a
view that the success of a National Service will depend on an element of mandating the
outcomes.

Whilst there is less support for a ‘Hosted’ option or a Joint Venture, there is a strong
perception from respondents that C&R spend should be undertaken by Value Wales
through utilising existing resources and this could be seen as a variant of Option 2, rather
than a ‘hosted’ solution. The board is therefore, asked to consider whether it would be
prudent to progress only Option 2 in more detail, with different options being considered
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for each attribute including; Service Delivery (including governance); Service Solution (
design of the service); Funding and Implementation.

1.0 Background & Response Rate

1.1 Background

The National Procurement Service project has been underway since September 2011.
The project will deliver two major components; a ‘basket’ of common goods and a
recommended operating model which will be included within an outline business case due
in June 2012.

‘Basket’ of common goods

A cross sector team has been tasked with identifying a list of categories that all public
sector bodies/organisations commonly buy every year. Within each category they then
identified the proportion of expenditure that could be addressed through a common
scouring plan. The potential scope of the NPS could include: 16 key categories containing
63 subcategories with a total spend of over £1bn which is about 23% of the total spend.

Operating Model

Again, a cross sector team was established to develop a long list of options for the
potential operating model for a National Procurement Service. The long list was then
marked in a structured manner based on each option’s suitability against the project
objectives and the defined critical success factors.

In December 2011, Tracey Lee, SRO asked key stakeholders across all sectors to provide
feedback on any ‘show stoppers’ with the proposed scope for common and repetitive
spend and the proposed shortlist for operating models. The letters were issued to: Vice
Chancellors of each University; College Principals of each Further Education organisation;
Chief Fire Officers of each Service; Chief Constable of each Police Authority; Director of
Finance of each Trust and Health Board and also to the Director of NHS Shared Service;
Directors of Finance of Each Local Authority, Director General or for Strategic Planning,
Finance and Performance for the Welsh Government and each Regional Lead.

Stakeholders were asked to provide their feedback via an excel spreadsheet; one for the
Common & Repetitive commodities; the other for the Operating Models.

1.2 Response Rate

Overall, there was a very positive response which can be broken down, by sector as
follows by sector:

HE (100%) — Collective response sent on behalf of all Universities from HEPCW
FE (33%) — Individual responses received from 6 colleges
Fire and Rescue Services (100%) — Collective response sent by Liz Aitken
Police (100%) — response received North Wales and three other Authorities as a
consolidated response
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LAs (81%) — 18 responses received in total
NHS (100%) — responded consolidated by NHS Shared Service (on behalf of 11
organisations)
WG (100%)
In addition to the spreadsheet feedback forms, a number of originations chose to
supplement their responses with letters. These are included under each area for feedback.
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2.0 Common & Repetitive Spend (CaRS) ‘Basket’ Show Stoppers
2.1 Summary of Responses

Having reviewed the responses, very few, if any, ‘showstoppers’ have been identified.
Whilst a number of concerns have been identified, these have been reflected within the
procurement strategy approaches and resultant benefits. Furthermore, these issues could
be resolved depending of the role and remit of a National Procurement Service.

The following is a summary of the number of responses and concerns identified for the
proposed C&R items:

Subcategories considered within Number of Number of
Category the scope of a National Responses Concerns Raise d
Procurement Service
Hardware 53 4
Consumables 53 3
ICT Software 53 4
Telecoms 53 4
Network and Support 53 5
A Electricit
U tilities ccreny >3 4
Gas and Petroleum 53 4
I Human Resources I IEmponm ent agencies and Translators I I 53 5
Facilities & M aintenance Services 53 6
Management Travel 53 1
Services Advertising and Printers 53 4
Vehicle Vehicle acquisition 53 5
Management Lease and Hire 53 3
| Legal Services | Isoticitors | | 53 4
. Catering Supplies
Catering E--PP >3 >
Food and Vending 53 5
Construction General Materials 53 7
Materials Electrical Supplies and Equipment Hire 53 4
I Healthcare I IM edical and Mobility Equipment I I 53 1
Furnltu're & Soft O ffice Furniture & Equipment 53 1
Furnishings
. . Postal Services
M ail Services >3 2
Couriersand Mailing Equipm ent 53 2
I Stationery I IPaperand General Stationery Supplies I I 53 4
Uniforms 53 5
Clothing W orkwear 53 3
Protective and Safety Equipment 53 2
Cleaning & Janitorial Cleaning Materials and Equipment 53 4
I Education I IAudio—visuaIEquipment& Supplies I I 53 I
I Consultancy I IBusiness & Technical I I 53 I 0

Further detailed responses can be identified in the Appendix A, page 14.
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2.2 Additional Comments

In addition to completed spreadsheet responses, additional letters were sent to Tracey
Lee, which include the following comments:

HEPCW: Supports ‘all Wales’ contracting but need to acknowledge that

HE sector specific arrangements often deliver better value.
Cardiff: Preferred approach may be to restrict adoption of other categories —
but no ‘showstoppers’

LA

Carmarthenshire: Expresses caution about not being overoptimistic about
potential savings.

Consideration should be given to:

= the risk of negating the advantage of leveraging our combined
procurement expenditure through over aggregating demand;

= the risk to the supply base across Wales — the economic and social impact
of the creation of a National Procurement Service for common & repetitive
spend must be fully explored as it is our view that this will have the most
significant bearing on the successful development of a business case;

= the risk of losing the ‘added value’ benefits of some of our existing

WG arrangements through the dilution of specifications and outputs to meet a
common demand i.e. the lowest common denominator;

= Welsh Government Legal Services has expressed a particular concern
around the suitability of expenditure on Solicitors being classed as an
appropriate national common & repetitive spend candidate. This is noted
on the attached spreadsheet and whilst this is not being identified as a
show stopper at this stage of the process | would ask that particular
consideration is given to the suitability of this category in the next stages of
the business case development.

2.3 Summary & Conclusions

Having reviewed the responses, very little, if any, ‘showstoppers’ have been identified.
A number of concerns have been identified by individual organisations per sub category
and include the following;

=  Police Mandated Contracts

= Long Term Managed Service: IT; Utilities; Facilities & Managed Services; Stationery
(County Borough Suppliers;) and Clothing

= Risk to Local Suppliers: Maintenance Services; Catering Supplies; Food & Vending:
Construction Materials; Cleaning Materials; and Education Supplies.
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= Limited incremental benefit — as collaboration in place
= Specifications can be service specific

Whilst a number of concerns have been identified these have been reflected within the
procurement strategy approaches and benefits, by adjusting the accessibility of spend and
deliverability of strategy. Furthermore, these issues could be resolved depending of the
role and remit of a National Procurement Service.

It is also worth noting that for the categories identified above, collaboration exists either at
a UK National or All Wales level or on a sectoral basis.

It is therefore proposed that the ‘basket’ of products does not get altered further at this
stage. Should the business case be approved it will be assumed that these categories are
procured on a National basis and that a robust process, applied consistently, will need to
be agreed for any exceptions.
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3.0 Target Operating Model (TOM) ‘Showstoppers’

3. 1 Summary of Responses

The feedback received suggests overwhelming support for Option 2 as it has the fewest
show stoppers noted against it. However having read the feedback in detail and
discussed with stakeholders, it would appear that there is some confusion around
differences between options which will need to be considered as part of the next steps.

The summary of responses is as follows:

Subcategories within scope Number of
) Number of
# of a National Procurement Concerns
) Responses )
Service Raised

Utilise Existing Structures &

Consortia 53 1

Hosted Operation (e.g. NHS /
5/6 | Welsh Government (Value 53 14
Wales) / Local Authority)

Standalone Public Sector

Organisation (Joint Venture) 53 15

N/A | Additional Options 3 N/A

3.2 Summary of feedback by Option

Option 2: Build on existing Consortia Arrangements - comments by sector in relation
to this option as indicated in their responses:

Education supports this option because it would provide a service where the requirements
of Education would be taken into account via its existing consortia. The education sector
has particular needs and they feel that using this arrangement will enable them to ensuring
contracts are tailored to their requirements, as they feel that these are 'lost' in large
contracts. It also gives them greater control. In addition to this the sector uses a lot of
SME's and large scale arrangements are not fully reflective of local spend.

This option is supported by the NHS because through utilising the existing structure may
make it possible to acquire some quick wins which will support the category approach and
not have efforts sidelined by other projects. However, for this option to be realistically
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considered, the following issues need to be considered: funding, governance and
engagement issues are adequately addressed, at the same time, an element of mandating
the outcomes. Another option may be to push sectoral improvement to an agreed best
practice model; this with wider public sector collaboration could then provide a stepping
stone to a more integrated model. There is a risk that the pace of change and the
approach taken with the NHS is compromised with a wider consideration of some of the
issues, and therefore any approach within sectors that drives best practice and change
could be beneficial in the short term.

Local Government supports this option as governance and structure(s) already exist and
could therefore be implemented with no additional cost. There is also a view that the
current system reflects sector specific requirements and allows specialisation. There is
recognition that existing consortia models will need to be modernised and refocus to be a
fit for purpose organisation capable of delivering "all Wales contracts" and that a more co-
ordinated approach to the delivery of the All Wales Sourcing Plan to ensure that a clearly
planned strategy exists and is communicated and understood by all sectors. There is a
view that this option would also complement the establishment of a North Wales Regional
Procurement Unit.

As several of the CaRS categories are not applicable to the Police Service, the option of
developing a shared service for certain categories would not offer any benefit to the Police
sector and therefore would be a 'Show Stopper' because of Strategic Fit, VIM and
Affordability. The Police sector would need to understand, in addition to the question of
any funding, if we would be expected to provide resources to undertake the tendering and
contract management for any categories. Whilst forces collaborate, the Police do not have
a Welsh based consortia that could be utilised

Option 5/6: Hosted Operation - comments by sector in relation to this option as indicated
in their responses:

Education identifies the following issues with this option: potential for the specific
requirements of their sector would be lost; national procurement functions can often
prevent local SMEs from being considered; uncertainty over funding this option. However it
was recognised that a well coordinated central organisation could make procurement
much simpler for relatively small organisations that do not have dedicated/professional
procurement staff

NHS feels that this option may be achievable with clear strategic vision and direction; but
guestions that this would be supported in all sectors. There are a number of major
operational issues including TUPE, Terms & Conditions of Employment, differential wage
rates etc which would need to be considered for such an organisation to come into
existence. The governance issues would also be a challenge and would need to be
adequately and sensibly considered.

Local Government identify the following issues with this option: uncertainty over funding
this option (top slicing to fund this option would be an issue is the approach is not
equitable across all sectors.); TUPE transfer; time to establish a new unit may delay
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savings returns; a central unit may not reflect specific sector needs or political aspirations
e.g. the local economy is becoming more important to local authorities and there would
need to be buy-in from local politicians for this to work; perceived loss of control; a national
procurement service would need to be located in more than one location to ensure visibility
and buy-in from all public sector bodies.

The Police considers this option one of the most appropriate/achievable but the question
of Affordability arises if we would be expected to contribute to staff costs because the
range of categories with a high spend applicable to the Police is limited, in some cases
due to a Home Office mandate but in others due to the nature of goods and services we
require, and therefore the potential benefits are lower compared with other sectors

Option 7: Standalone Public Sector Organisation (Joint Venture) - comments by
sector in relation to this option as indicated in their responses:

Education identified the following issue with this option: sector specific requirements may
be lost; important that the JV does not spend excessive time money & other resources
"proving" savings and justifying its operating costs; uncertainty over funding of this option;
may prevent local SMEs from being considered. Again, it was highlighted that well
coordinated central organisation could make procurement much simpler for relatively small
organisations that do not have dedicated/professional procurement staff.

NHS: Depending upon the size of the organisation it may not have support as it would be
seen potentially to be an establishment of a ‘quango’ within the public sector, and at a time
when the focus is more around organisation consolidation rather than the creation of new
organisations, the funding and governance issues identified in 5/6 would still remain under
this model. It will also be important to address governance in this model as this will be a
key issue, as will funding and reporting. There will also be a need to address those
organisations that choose not to utilise those arrangements and the issue of having to
mandate contracts may need to be considered.

As with option 5/6, Local Government identify the following issues under this option;
achievability at no extra cost (top slicing to fund this option would be an issue is the
approach is not equitable across all sectors.); existing consortia would need to be reduced
otherwise it would not constitute value for money; TUPE transfer; time to establish a new
unit may delay savings returns; a central unit may not reflect specific sector needs or
political aspirations e.g. the local economy is becoming more important to local authorities
and there would need to be buy-in from local politicians for this to work; perceived loss of
control; a national procurement service would need to be located in more than one location
to ensure visibility and buy-in from all public sector bodies; does not support North Wales
Project Design Principles of Collaboration i.e. services should be designed by local public
services for local public services (presumption against outsourcing.)

As with option 5/6, the Police considers this option one of the most appropriate/achievable
but the question of Affordability arises if we would be expected to contribute to staff costs
because the range of categories with a high spend applicable to the Police is limited, in
some cases due to a Home Office mandate but in others due to the nature of goods and
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services we require, and therefore the potential benefits are lower compared with other
sectors.

3.3 Additional Options Identified

1. Hosted Value Wales option - Welsh Government Service building on the work
of Value Wales.

The NHS feel that this should be considered as it reflects on some of the option 2 but
recognises the need to use the funding that was made available to establish Value Wales
in the first instance. As Value Wales were set up as an OGC type function for the Welsh
public sector, with specific funding to support it, believe that this different to amalgamating
it with the other Consortium and Option 5 i.e. Health etc., Whilst this should be a
consideration, this would need to be established in a completely different way to the
existing approach. As previously indicated a drive towards sectoral standardisation and
best practice, with wider public sector collaboration may well provide an alternative
solution that would not compromise the pace of change currently demanded within the
NHS in Wales.

2. Stay as we are

NHS suggest that the status quo is an option for the short term, given that the NHS Wales
is supported of wider collaboration, and the change to establishing a single Procurement
function within Shared Services demonstrates this very point. The need for wider Welsh
Public sector collaboration is recognised and that category management is a way to
deliver this. This recognises the challenge on other parts of the Welsh public sector to
reach a similar position to reach the NHS and once this is achieved to look at the wider
opportunities that are presented. The need to drive savings across the Welsh public
sector is recognised and this needs to be done alongside the wider economic advantages.

3. More Welsh Government support to help improve current procurement
practice

More time, effort and Welsh Government support for Local Government on helping the
public sector to improve upon our current procurement practice. We can share prices and
collaborate locally or on a smaller scale. - This wouldn't involve any major financial outlay
at a time when we're supposed to be exercising at least a degree of financial prudence but
would offer greater opportunity to gain improved pricing and greater value for money. It
would also maintain support for local SMEs who constantly complain about large contracts
for which they're unable to bid.

Detailed table of responses can be found in Appendix B on page 21.

3.4 Additional Comments

The following additional comments were received in letters addressed to Tracey Lee, over
and above the feedback captured above which was included in the response sheet.
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HE | Will adopt all collaborative agreements but will make procurement decisions based
on value for money.

NHS | Highlights two additional options: Value Wales hosted and Stay as we are.

Bridgend: Preference for Option 2: to build on existing consortia with Value Wales
taking on a contracting role — to be achieved through re-alignment of resources not
expansion.

Blaenau Gwent: Original view that C&R spend should be undertaken by Value
Wales through existing resources — any contribution to a NPS would come via
membership of WPC — but progress slow. Therefore would support Option 2 - any
LA | other option would be time consuming and costly.

Pembrokeshire: Original view that C&R spend should be undertaken by Value
Wales through existing resources — any contribution to a NPS would come via
membership of WPC — but progress slow. Would only support Option 2 - any other
option would be time consuming and costly.

Cardiff: Concern of hosted and standalone option is funding.

Carmarthenshire: Advocate building on existing arrangements.

Existing staff resources — whilst not identified as a ‘show stopper’ at this stage of
the business case development, highlight that the TUPE transfer of Welsh
Government staff into a National Procurement Service organisation would become
a ‘show stopper’ if identified as an option during further business case development.

WG

3.5 Summary & Conclusions

The feedback received suggests overwhelming support for Option 2 as it has the fewest
show stoppers noted against it. The support for this option comes from the perception that
utilising existing structures could realise quick wins and there is a view that the current
system reflects sector specific requirements and allows specialisation. However, it is also
recognised for this option to succeed a number of issues need to be addressed, such as:
funding, governance and engagement issues. It is also recognised that current consortia
models will need to be modernised and refocus to be a fit for purpose organisation capable
of delivering National contracts and there is a view that the success of National Service will
depend on an element of mandating the outcomes.

Whilst there is less support for a ‘Hosted’ option or a Joint Venture, there is a strong
perception from respondents that C&R spend should be undertaken by Value Wales
through utilising existing resources and this could be seen as a variant of Option 2, rather
than a ‘hosted’ solution. The board is therefore, asked to consider whether it would be
prudent to progress only Option 2 in more detail, with different options being considered
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for each attribute including; Service Delivery (including governance); Service Solution (
design of the service); Funding and Implementation.
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APPENDIX A: CaRS detailed feedback by sub-category

Category

Subcategories
considered
within scope of
a NPS

Number
of
Concerns

Comments

ICT

Hardware

4

North Wales Police: Police Mandation

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated as
many of these contracts are second generation

Rhondda Cynon Taf CBC: Long term contract for managed service
- It is not clear what the full extent of this category is. RCTCBC has
a partnership agreement for its database services and may not be
able to commit to collaborate with some of these services

South, Mid & West Wales Police - Mandate is in place for police
forces to purchase COTS software and hardware under Sprint ||
framework

Consumables

North Wales Police: Police Mandation

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated as
many of these contracts are second generation

Coleg SirGar: Long term contract for managed service

Software

North Wales Police: Police Mandation

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated as
many of these contracts are second generation

Cardiff Council: Long term contract for managed service - Cardiff
have appointed TCS as our Strategic Technology Partners. This
combined with Enterprise Architecture approach could restrict any
opportunity for collaborative engagement.

South, Mid & West Wales Police - Mandate is in place for police
forces to purchase COTS software and hardware under Sprint ||
framework

Telecoms

Coleg Morgannwg: Long term contract for managed service -
Welsh Assembly - PSBA Agreement

North Wales Police: Police Mandation

South Wales Fire & Rescue Service: Long term contract for
managed service - Use of PSBA

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated as
many of these contracts are second generation
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ICT

Network and
Support

Coleg SirGar: Impact to Local Suppliers - Local suppliers used
as this offers a good and quick service, with good after care
support.

North Wales Police: Police Mandation

Cardiff Council: Cardiff has appointed TCS as our Strategic
Technology Partners. This combined with Enterprise Architecture
approach could restrict any opportunity for collaborative
engagement.

South Wales Fire & Rescue Service: Long term contract for
managed service - Use of PSBA

South, Mid & West Wales Police - Much spend is specialist and
therefore not CaRS or is purchased under Home Office under
mandate to buy from Sprint Il framework

Utilities

Electricity

NHS: The options provided for the show stoppers underline the
lack of understanding for this particular market. It is highly complex
both in terms of the management of contracts and the pricing
models that underpin the supply of both gas and electricity

Bridgend County Borough Council: There is already a contract
mechanism via Government Procurement Services (formerly
OGC). Why replicate?

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated.

North Wales Police: Long term contract for managed service

Gas and
Petroleum

NHS: The options provided for the show stoppers underline the
lack of understanding for this particular market. It is highly complex
both in terms of the management of contracts and the pricing
models that underpin the supply of both gas and electricity

Bridgend County Borough Council: There is already a contract
mechanism via Government Procurement Services (formerly
OGC). Why replicate?

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated.

North Wales Police: Long term contract for managed service

Human
Resources

Employment
agencies and
Translators

North Wales Police: National Police Contract

NHS: This category in principle is not a problem or indeed a show
stopper, other than with the possible exceptions for agency nurses
and locum doctors, which are for the most part unique to the NHS,
and it may well not be worth including these particular examples

Powys County Council: Impact to local suppliers

South, Mid & West Wales Police - Translators may be mandated
for police under national contract. SWP has in-house staff bank

Appendix

118 of 138 Issued: v 0.1






National Procurement Service Project

Business Case - Appendices

Gwasanaeth Cyhoeddus Cymru
Public Service Wales

Ymateb i Her Newid

Meeting the
Challenge of Change

Maintenance
Services

Facilities &
Management
Services

Coleg Morgannwg: Impact to local suppliers - If this is a
‘'showstopper'

Coleg Powys: Impact to local suppliers - In more remote rural
area we rely heavily on key local suppliers especially for
emergency response

Coleg SirGar: Impact to local suppliers - Need local quick
service, not all Wales contract.

North Wales Police: National Police Strategy

Cardiff Council: Long term contract for managed service -
Building Maintenance Service framework will consolidate supply
chain. Council preferred approach may not be suitable for
collaboration

Powys County Council: Impact to Local Suppliers

Travel 1

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated.

Advertising
and Printers

Caerphilly County Borough Council: In house Provision

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated.

Torfaen County Borough Council: Impact to Local Suppliers -
This comment only applies to printers. There are large numbers of
small printers in Wales that are currently excluded from the
existing All-Wales Framework.

Powys County Council: Impact to local suppliers

Vehicle
acquisition

Vehicle
Management

Coleg SirGar: Impact to Local Suppliers - Good service offered
locally, which would be difficult to replicate in large contract.

North Wales Police: police mandated contracts

South Wales Fire & Rescue Service: Majority of vehicles and
body builds are service specific

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated.

South, Mid & West Wales Police - HO mandate to purchase
vehicles under national police/fire framework

Lease and Hire 3

Coleg SirGar: Impact to Local Suppliers - Good service offered
locally, which would be difficult to replicate in large contract.

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated.

Gwynedd: Current all-wales contract does not meet the local
needs of Gwynedd council and therefore we would have concerns.
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Legal
Services

Solicitors

NHS: The provision of legal services for the NHS is contained
within the NHS Shared Services organisation and is therefore an
existing internal resource which includes a number of specialist
lawyers with expertise in key areas, including as an example
personal

Caerphilly County Borough Council: in house provision
Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.

Questionable as to whether additional savings can be generated.

South, Mid & West Wales Police - In-house provision. Small
spend out-sourced

Catering
Supplies

Catering &
Vending

Coleg Morgannwg: Impact to Local Suppliers - If this is a
‘'showstopper'

Coleg SirGar: Impact to Local Suppliers - Local suppliers used
where service is not out sourced. Hard to get all Wales contract.

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated.

Powys County Council: Impact to Local Suppliers
Gwynedd: This category is of particular economic importance to

the county of Gwynedd. We would therefore not be supportive of
national contracts.

Food and
Vending

Coleg Morgannwg: Impact to Local Suppliers - If thisis a
‘'showstopper'

NHS: Only a showstopper based on Exclusions i.e. Fresh Food,
WHY is this excluded when we already have across the NHS a
number of fresh food contracts and see no reason why these
should not be included. It is acknowledged that one of the key
issues to consider

Caerphilly County Borough Council: Impact to Local
Suppliers - Many food contract within CCBC have local provision
we would wish to maintain as much local provision as possible due
to quality and service delivery (areas such as Meat).

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated.

Powys County Council: Impact to Local Suppliers
Gwynedd: This category is of particular economic importance to

the county of Gwynedd. We would therefore not be supportive of
national contracts.

Construction

Materials

Appendix

General
Materials

Coleg Morgannwg: Impact to Local Suppliers - If this is a
‘'showstopper'

Coleg SirGar: Impact to Local Suppliers - Good service for
small orders and transport costs need to be considered.
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Construction

Bridgend County Borough Council: Some LA's may require
collection facility to improve operational efficiency

Cardiff Council: Impact to Local Suppliers - Requirement for
local supply chain due to reduced reliance on Stores activity which
may not be possible via collaborative route

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated.

Powys County Council: Impact to local suppliers

Gwynedd: No Response - It is not clear as to what is included
under this category.

Coleg SirGar: Impact to Local Suppliers - Good service for

Materials small orders and transport costs need to be considered.
Welsh Government: Not of particular relevance to WG
Electr!cal Monmouthshire County Council: Collaborative contractual
Supplies and . ;
Eaui arrangements already in place. Questionable as to whether
quipment dditional savi b q
Hire additional savings can be generated.
Powys County Council: Impact to local suppliers
Gwynedd: No Response - It is not clear as to what is included
under this category.
. NHS: The scope of this needs to be absolutely clear so there is no
Medical and Co . X
™ ambiguity in the product areas this does in fact cover. It may be
Healthcare Mobility ; . s :
. possible to expand the current product list but this would be still
Equipment T
fairly limited.
Furniture & Office Monmouthshire County Council: Ability to generate income -
Soft Furniture & Collaborative contractual arrangements already in place.
Furnishings | Equipment Questionable as to whether additional savings can be generated.
Bridgend County Borough Council: There is already a contract
mechanism via Government Procurement Services (formerly
' 2
Postal OGC). Why replicate?
Services Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
: Questionable as to whether additional savings can be generated.
Mail
Services Bridgend County Borough Council: There is already a contract

Couriers and
Mailing
Equipment

mechanism via Government Procurement Services (formerly
OGC). Why replicate?

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated.
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Stationery

Paper and
General
Stationery
Supplies

North Wales Police: national Police contract

Caerphilly County Borough Council: in-house collaborative with
County Borough Supplies (40 staff employed)

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated.

Rhondda Cynon Taf CBC: Long term contract for managed
service - Internal Joint Supplies provide this distribution services
to our schools and to the Council. For items not supplies by the JS

Clothing

Uniforms

Coleg SirGar: Impact to Local Suppliers - Local suppliers offer
good service, and use of SME's extensive.

North Wales Police: National Police contracts

South Wales Fire & Rescue Service: Long term contract for
managed service - Specialist suppliers

NHS: The NHS has recently standardised on nurses uniforms and
this is certain to extend to other staff groups. This may not be a
show stopper providing the approach was clear and the NPS were
able to follow the Welsh Government requirement.

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated.

Workwear

North Wales Police: National Police contracts

South Wales Fire & Rescue Service: Long term contract for
managed service - Specialist suppliers

Monmouthshire County Council: Collaborative contractual
arrangements already in place. Questionable as to whether
additional savings can be generated.

Protective and
Safety
Equipment

South Wales Fire & Rescue Service: Long term contract for
managed service - Specialist suppliers

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated.

Cleaning &
Janitorial

Cleaning
Materials and
Equipment

Coleg SirGar: Impact to Local Suppliers - Local suppliers offer
good service, and use of SME's extensive.

Caerphilly County Borough Council: Possible impact on County
Borough Supplies (employs 40 staff)

Monmouthshire County Council: Ability to generate income -
Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated.

Rhondda Cynon Taf CBC: Long term contract for managed
service
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Coleg SirGar: Impact to Local Suppliers - Impact in the main in
installations. Purchase not an issue but wish to install at local
level

North Wales Police: not relevant

Audio-visual
Education ggwplirzsent & Monmouthshire County Council: Ability to generate income -
P Collaborative contractual arrangements already in place.
Questionable as to whether additional savings can be generated.
South, Mid & West Wales Police - Police spend is mostly PMD
video tapes - national contract in place
Business &
Consultancy Technical

Appendix

123 of 138 Issued: v 0.1






Gwasanaeth Cyhoeddus Cymru
Public Service Wales

National Procurement Service Project Ymatebi Her Newid

Meeting the

Business Case - Appendices Challenge of Change

Appendix B: Target Operating Model Feedback

Option 2: Build on existing Consortia Arrangements - comments by sector in
relation to this option as indicated in their responses:

Coleg Morgannwg:

This option would provide a service where the requirements of
Further Education would be taken into account e.g. the role of the
Welsh Further Education Purchasing Consortium.

Coleg Powys: This has the advantage for FE of being able to also utilise larger
sector specific contracts via UK wide FE consortia
The education sector has particular needs and using this

Coleg SirGar: arrangement it will enable them to ensuring contracts are tailored to

their requirements, as these are 'lost' in large contracts. It also
gives them greater control. In addition to this the sector uses a lot of
SME's and large scale arrangements are not fully reflective of local
spend.

Neath Port Talbot
College

In the main the College is satisfied with its current arrangements.
The College is free to utilise a number of Consortia arrangements,
enabling best value for money for each category of spend. It is not
restricted to a single Consortium which in some cases offers less
attractive options to the College.

NHS:

For this option to be realistically be considered, the issues identified
below need to be carefully considered....... By utilising the existing
structure it may be possible to acquire some quick wins which will
support the category approach and not have efforts sidelined by
other projects. It may be possible to use existing structures
providing funding, governance and engagement issues are
adequately addressed, at the same time, if there was an element of
mandating the outcomes from some of these areas then this may
also address other major issues, as an example, why wouldn’t one
supplier of stationery for the whole of the Welsh public sector be
either contentious or achievable. We do know that this is the
situation in some organisations and requires an entirely
disproportionate amount of effort to resolve. If this were examples of
clinical products it would perhaps be more understandable or
acceptable. There may be another option of pushing sectoral
improvement to an agreed best practice model; this with wider public
sector collaboration could then provide a stepping stone to a more
integrated model. There is a risk that the pace of change and the
approach taken with the NHS is compromised with a wider
consideration of some of the issues, and therefore any approach
within sectors that drives best practice and change could be
beneficial in the short term.

Blaenau Gwent
County Borough

Preferred option as governance and structure(s) already exist. Given
its experience WPC is ideally placed to facilitate All Wales
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| Council | arrangements on behalf of LAs.
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Bridgend County
Borough Council:

This is a sensible approach using existing resources with no
additional cost implications. The current system reflects sector
specific requirements and allows specialisation. There needs,
however, to be a more co-ordinated approach to the delivery of the
All Wales Sourcing Plan to ensure that a clearly planned strategy
exists and is communicated and understood by all sectors.

Caerphilly County
Borough Council:

Fully support this principle if the business case makes a robust case
however the existing operational model of the WPC will need
modernization and refocus to be a fit for purpose organisation
capable of delivering "all Wales contracts". Robust IT systems will
be required. When considering the business case, the authority
would wish to consider the impact on local employment issues

Carmarthenshire
County Council:

Appears to offer the best fit against the Critical Success Factors.
Potential for utilising additional resource from within Value Wales,
without incurring significant additional costs. Soft people skills to aid
delivery would be easier to implement as expertise remains in
house.

Powys County
Council:

This assumes a coordinated category management approach is
adopted across the existing structures and consortia to create
centres of excellence.

Torfaen County
Borough Council

A National Procurement Service must add value and improve on
existing arrangements without creating another structure or layer

Gwynedd Council:

This option would complement the establishment of a North Wales
Regional Procurement Unit.

South, Mid & West
Wales Police:

As several of the CaRS categories are not applicable to the Police
Service, the option of developing a shared service for certain
categories would not offer any benefit to the Police sector and
therefore would be a 'Show Stopper' because of Strategic Fit, VIM
and Affordability. The Police sector would need to understand, in
addition to the question of any funding, if we would be expected to
provide resources to undertake the tendering and contract
management for any categories. Whilst forces collaborate, the
Police do not have a Welsh based consortia that could be utilised
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Option 5/6: Hosted Operation - comments by sector in relation to this option as
indicated in their responses:

Coleg Morgannwg:

Would the specific requirements of FE be lost in the purchasing
power of the Health Service and Local Government?

Coleg Powys:

The host would need to ensure that they understand the needs of all
sectors (for example VAT is largely a non recoverable cost for FE). It
is also important that the host does not spend excessive time,
money & other resources "proving" savings and justifying its
operating costs. A well coordinated central organisation could make
procurement much simpler for relatively small organisations like
Coleg Powys who do not have dedicated/professional procurement
staff

Coleg SirGar:

Central costs would be funded by?

Neath Port Talbot
College:

While this has the possibility of being an efficient model, it is unlikely
to be totally suitable for Further Education College such as ours
unless there is significant leeway to allow use of other procurement
consortia and local arrangements where appropriate. For example
food purchases in a college delivering catering courses require
higher quality products than those purchased for a school or hospital
meal service. Consequently the best provider is unlikely to be the
same, so a standardised pan-Wales and whole Public Sector
agreement is unlikely to to fit for purpose. Furthermore, local
providers can offer a more timely service than a centrally contracted
supplier based, in some cases, hours away; so a supplier who is
suitable for a council in North Wales, is not necessarily suitable for a
college in South Wales. In addition, national procurement functions
can often prevent local SME's from being considered, which can
mean that the high quality, value for money service/products they
can supply are not available to public bodies in the area they serve,
simply because they are unable to service nationally. This
contradicts the WG's guidance to engage more with SME's. A final
point is that the current arrangement that we have in place allows us
to use the best consortia for the specific category of spend e.g.
utilities - TEC, and catering - TUCO. This flexibility allows the best
value for money to be achieved where the Value Wales/WFEPC
consortia are not as effective

NHS:

This may well be achievable with clear strategic vision and direction;
however, it is questionable whether this would be supported in all
sectors. There are a number of major operational issues including
TUPE, Terms & Conditions of Employment, differential wage rates
etc which would need to be considered for such an organisation to
come into existence. The governance issues would also be a
challenge and would need to be adequately and sensibly
considered.

Blaenau Gwent

County Borough Council: Whilst no show stoppers at the present
moment, difficult to see how this could be achieved with no extra
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costs being incurred also the ease in which this could be achieved.

Bridgend County
Borough Council:

Either of these options would incur additional set up costs, TUPE
transfer (assuming skills transfer) and consideration would need to
be given to reporting lines, funding options and liabilities. Past
experience has shown that setting up a new unit will take time,
delaying the immediate savings return achievable with option 2
above. A central unit may not reflect specific sector needs or political
aspirations e.g. the local economy is becoming more important to
local authorities.

Caerphilly County
Borough Council:

Would support the principle if the business case make a robust
conclusion however, the use of existing resource will need to
utilized. Also current operational practices will need modernization
to consider wider modern procurement practices. Robust IT
systems will be required. When considering the business case, the
authority would wish to consider the impact on local employment
issues

Cardiff Council:

Given the challenges of gaining the modest funding for the current
WPC arrangements any solution that required any form of
mandatory significant additional budget commitment from the public
sector is highly unlikely to achieve within reasonable timescale.
Should top slicing be considered way forward this is likely to be an
issue if the approach is not equitable across all sectors.

Monmouthshire
County Council:

NHS appear to have agreement for their own sector specific shared
service arrangement, engagement will be difficult to deliver within
the context of "procure Once for Wales". In addition the hosted
option via Value Wales would require significant transfer of resource
which would impact on affordability and potentially continuity of
service. Cultural buy in would be difficult to mandate

Powys County
Council:

Achievability is seen as a priority showstopper. There would need to
be a political buy-in from local politicians for this to work.
Procurement is used by this authority as a tool to deliver an array of
objectives at the strategic and local level .The perceived loss of
control is an issue

Torfaen County
Borough Council:

A National Procurement Service must add value and improve on
existing arrangements without creating another structure or layer

Gwynedd Council:

This option could potentially be a show-stopper as there could be
conflict between the single remote national buying organisation and
local requirements / local economic development strategies. Would
suggest that a national procurement service would need to be
located in more than one location to ensure visibility and buy-in from
all public sector bodies.

South, Mid & West
Wales Police:

Considers this option one of the most appropriate/achievable but
the question of Affordability arises if we would be expected to
contribute to staff costs because the range of categories with a high
spend applicable to the Police is limited, in some cases due to a
Home Office mandate but in others due to the nature of goods and
services we require, and therefore the potential benefits are lower
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| compared with other sectors

Option 7: Standalone Public Sector Organisation (Joint Venture) -
comments by sector in relation to this option as indicated in their responses:

Coleg Morgannwg:

Would the specific requirements of FE be lost in the purchasing
power of the Health Service and Local Government?

Coleg Powys:

The JV would need to ensure that they understand the needs of all
sectors (for example VAT is largely a non recoverable cost for FE). It
is also important that the JV does not spend excessive time money
& other resources "proving" savings and justifying its operating
costs. A well coordinated central organisation could make
procurement much simpler for relatively small organisations like
Coleg Powys who do not have dedicated/professional procurement
staff.

Coleg SirGar:

Central costs would be funded by?

Neath Port Talbot
College:

While this has the possibility of being an efficient model, it is unlikely
to be totally suitable for Further Education College such as ours
unless there is significant leeway to allow use of other procurement
consortia and local arrangements where appropriate. For example
food purchases in a college delivering catering courses require
higher quality products than those purchased for a school or hospital
meal service. Consequently the best provider is unlikely to be the
same, so a standardised pan-Wales and whole Public Sector
agreement is unlikely to fit for purpose. Furthermore, local providers
can offer a more timely service than a centrally contracted supplier
based, in some cases, hours away; so a supplier who is suitable for
a council in North Wales, is not necessarily suitable for a college in
South Wales. In addition, national procurement functions can often
prevent local SME's from being considered, which can mean that
the high quality, value for money service/products they can supply
are not available to public bodies in the area they serve, simply
because they are unable to service nationally. This contradicts the
WG's guidance to engage more with SME's. A final point is that the
current arrangement that we have in place allows us to use the best
consortia for the specific category of spend e.g. utilities - TEC, and
catering - TUCO. This flexibility allows the best value for money to
be achieved where the Value Wales/WFEPC consortia are not as
effective.

NHS:

Depending upon the size of the organisation it may not have support
as it would be seen potentially to be an establishment of a quango
within the public sector, and at a time when the focus is more
around organisation consolidation rather than the creation of new
organisations, it is questionable whether this would have support,
the funding and governance issues identified in 5/6 would still
remain under this model. It will also be important to address
governance in this model as this will be a key issue, as will funding
and reporting. There will also be a need to address those
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organisations that choose not to utilise those arrangements and the
issue of having to mandate contracts may need to be considered.

Blaenau Gwent
County Borough
Council:

Whilst no show stoppers at the present moment, difficult to see how
this could be achieved with no extra costs being incurred also the
ease in which this could be achieved

Bridgend County
Borough Council:

Either of these options would incur additional set up costs, TUPE
transfer (assuming skills transfer) and consideration would need to
be given to reporting lines, funding options and liabilities. Past
experience has shown that setting up a new unit will take time,
delaying the immediate savings return achievable with option 2
above. A central unit may not reflect specific sector needs or political
aspirations e.g. the local economy is becoming more important to
local authorities.

Caerphilly County
Borough Council:

Would support the principle if the business case make a robust
conclusion however, the use of existing resource will need to
utilized. Also current operational practices will need modernization
to consider wider modern procurement practices. Robust IT
systems will be required. When considering the business case, the
authority would wish to consider the impact on local employment
issues

Cardiff Council:

Given the challenges of gaining the modest funding for the current
WPC arrangements any solution that required any form of
mandatory significant additional budget commitment from the public
sector is highly unlikely to achieve within reasonable timescale.
Should top slicing be considered way forward this is likely to be an
issue if the approach is not equitable across all sectors.

Monmouthshire
County Council

Cost of set up would need to be scrutinised. Perception of creating
an additional layer of management maybe damaging to reputation.
Governance could be contentious. In addition cultural buy in would
be difficult to mandate

Powys County
Council:

Achievability is seen as a showstopper. There would need to be a
political buy-in from local politicians for this to work. Procurement is
seen by this authority as a tool to deliver an array of objectives at
the strategic and local level .The perceived loss of control is an
issue

Torfaen County
Borough Council:

A National Procurement Service must add value and improve on
existing arrangements without creating another structure or layer

Gwynedd Council:

Does not support North Wales Project Design Principles of
Collaboration i.e. services should be designed by local public
services for local public services (presumption against outsourcing.)

Vale of Glamorgan
Council:

Affordability: who would fund this? Funds could instead be used by
individual organisations to bolster and improve upon their own
current procurement practices. Value for Money: existing consortia
would need to be reduced otherwise it would not constitute value for
money.
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South, Mid & West
Wales Police:

The Police considers this option one of the most

appropriate/achievable but the question of Affordability arises if we
would be expected to contribute to staff costs because the range of
categories with a high spend applicable to the Police is limited, in
some cases due to a Home Office mandate but in others due to the
nature of goods and services we require, and therefore the potential

benefits are lower compared with other sectors.
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Appendix 12 — Sector Presentations from Project Board (02/05/12)

The National Procurement Service — Project Board

NHS Wales — Preferred Option

Context
1. Procurement Services Savings Target 2012/12 circa £30M+

2. Timescales are clear and savings targets will increase in 2013/14 and
201415

3. Focus skill set in key areas — Capacity & Capability issues — Biggest
return on investment

4. Options Preferences are therefore

*+ Use existing Consortium to drive some of the identified benefits now
*  Work towards a hosted option — (if the model is working)
= The NHS would consider hosting this

The National Procurement Service — Project Board

5. Provisos in either case

* Appropriate Governance needs to be put in place

+ Measurement and accountability needs to be a clear focus on
delivering savings and needs to be a priority with the Organisations
not being distracted by other events

+ Risks around priority for this within organisations

*  NHS still has “show stoppers” in some categories

* Risks around other sectors “Buy In” and dilution of savings potential

6. Overriding View

We need something, now lets get on and do it

The National Procurement Service — Project Board

Value Wales — Preferred Option

= Value Wales preferred option — Hosted
* Value Wales offering to be Host organisation — subject to Ministerial and
organisational agreement;
= Existing collaborative procurement team that operates in many of the identified
C&R spend categories with no sectoral bias;
= Strong market recognition of Value Wales agreements as all Wales agreements;
= Track record of delivering agreements with an average of 75 — 80%
engagement;
= Current collaborative procurement model includes formal contract and catalogue
management;
A = Agreements have realised savings in the region of £125m to end of March 2011;

® Recognition that additional resources would be required and a different
approach to deliver Category Management;
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The National Procurement Service — Project Board

Value Wales - Preferred Option

* Why not Networked?
= Concern that this is viewed as the ‘do nothing / do little’ option;

= Experience from 10 years of the current Value Wales collaborative
procurement programme has highlighted issues with pace of change and
commitment to an agreed strategy;

= On average, forecast savings from new collaborative projects are profiled
from year 2 onwards as pace of adoption too slow to realise savings in
year 1

= Governance and Funding requirements for an effective Networked model
would be complex;

= Unnecessary cost and time required to establish consistency across all
current different models;

= We need to send a strong message to the market that the way Wales
buys really is changing;

The National Procurement Service — Project Board

Local Government — Preferred Option

Build on Existing Consortia and Structures - Networked

* Not a “Do Nothing” option — requires a step change -
infrastructure for development in place

= Greater ownership with responsibility for achieving benefits
= Understanding of political interface
* Closer to Services and the delivery of business requirements

* Robust operating procedures in place with mechanisms for
continued development of procurement resource

= This option carries less risk and is less challenging to implement
= Current Consortia have a track record on delivery
= Time — This option can realise benefits earlier, work starts now !

The National Procurement Service — Project Board

Local Government — Preferred Option

* Considerations

* This is the view of Procurement Professionals in WPC/NWPP and the
WPC Management Board. It does not reflect the view of LG

* The CSF scores and ranking should be weighted to reflect the
significance of Local Government spend

= Efficiency and option cost projections will need to be validated in
developing the full business case

* Good networks, confidence and positive relationships exist both within
and between current consortia

* The Recommended Delivery Model will require staff with current sector
based category knowledge to be seconded or transferred to the NPS.
This will remove or reduce this expertise from the existing consortia and
yet they will still be required to procure up to 50% of the Common and
Repetitive spend categories
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The National Procurement Service — Project Board

Local Government — Preferred Option
= Perceived Risks

Perceived Risk Mitigation

Utilising existing structures will not The model is not complex. There will only be 5

deliver required step change in consortia with the majority of categories being

procurement effectiveness or quality due  undertaken by 3 consortia. It will be clear which

to the complexity of model. consortium is undertaking which category. New

savings will not be delivered due to governance arrangements and resources will

complexity of the dispersed model and deliver the “step change” required.

the ability to effectively govern the The new dedicated resources can be

developed structure supplemented by existing consortia resources
and be more flexible in terms of resource
utilisation

Savings potential will not be achieved Additional resources will be dedicated and ring

due to local pressures being placed on fenced for NPS work

resources

The delivery of the wider Government Understanding of local drivers from the very

policy agenda will be diluted due to local  beginning will benefit the procurement process in

influences the long run

Sector ownership and responsibility more likely to
deliver successful outcomes for all

12.1 WPC Commentary

General Note: The advantages and disadvantages of TOM models which do not exist currently are likely to
be guesswork or based on limited understanding of other similar UK models and therefore could be
potentially inaccurate whilst those of existing arrangement will be far more critical as their history,
measurable or perceived performance and success is more easily evidenced and critiqued
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Figure 8.11 — Advantages & Disadvantages of the Building on Existing — Networked Solution in relation to the

NPS CSFs

A Strategic Fit (Fit)

A Option Advantages

A

S

>

Procurement staff remain in sector
therefore skills developed within
individual organisations.

Perception that local economy drivers
are better considered through networked
delivery model enabling local control.

It will provide an opportunity to increase procurement resources locally to develop
current undercapacity in the public procurement environment

Ensures that appropriate resources are in place to deliver the remaining 80% of out
of scope procurements

A Option Disadvantages

A

A

Strategic governance may be more challenging due to the dispersed nature of
service delivery.

Individual sector based objectives and policy drivers could influence delivery.

May be more difficult to ensure quality as delivery is dispersed across a small
number of existing consortia.

Development of new skills may be more difficult

A Business Need (Performance)

A Option Advantages

A

A

Opportunity to leverage procurement scale through building on existing
arrangements.

Potential for increased stakeholder engagement and take up as stakeholders will be
delivering the contracts themselves.

Local sector knowledge and expertise is maintained and utilised.

A Option Disadvantages

A

May be more difficult to ensure compliance with policy and best practice as delivery
is dispersed across a small number of existing consortia.

A Value for Money (Impact)

A Option Advantages

A

Existing collaboration demonstrates ability to achieve potential savings,

A .Option Disadvantages

A

Local drivers may impact on ability to enforce use of standard process.

A Achievability (Mechanism)

A Option Advantages

A
A

A

Appendix

Existing structures in place that could be used for timely implementation.
Stakeholder commitment due to active involvement in and responsibility for delivery.

Less TUPE implications than the other options
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A Many contracts in existence or due for relet can more easily be refined and
expanded upon to include other partners

A Affordability (Cost)

A Option Advantages

A Option will provide savings in first year based on projected savings targets.
A Potential for initial set up costs to be lower than the alternative operating models

A Option Disadvantages

A Option will still need investment in set up despite resources already existing in
consortia.

Figure 8.16 — Advantages & Disadvantages of the Build on Existing — Central Delivery Model Option
in relation to the NPS CSFs

A Strategic Fit (Fit)
A Option Advantages

A Creates a dedicated vehicle for delivering the identified categories.
A Resources centrally managed so quality can be effectively monitored and managed.

A The supply base can be centrally managed and influenced to support a positive
impact on the Welsh economy as a whole.

A The Unit can support and influence the wider Welsh Government Policy Agenda
through it's close links.

A Option Disadvantages

A Perceived loss of local control.

No development of sector skills.

Can be seen as remote from individual organisations

May not take into account individual sector based objectives and policy drivers
Could be seen as being remote from local/regional suppliers

Lack of direct ownership will impact on the influence and buy in from organisations.

T

Staff resources will have limited opportunity to develop their skills into other areas of
procurement (the other 80%) to develop Welsh procurement capacity

A Business Need (Performance)

A Option Advantages

A Central management provides ability to enforce compliance to category
management principles and policy drivers.( but must consider the lack of influence
that will be exerted)

A Central delivery enables stakeholders to be managed consistently and contracts can
be closely monitored to ensure they are fit for purpose.

A Option Disadvantages

A Procurement skills are centrally developed and not within individual organisations.
A May not take into account individual sector based objectives and policy drivers
A Value for Money (Impact)
A Option Advantages
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A Existing collaboration demonstrates ability to achieve potential savings, but only
through leveraging scale.

A Central delivery enables effective implementation and adherence to one standard
process.(adherence cannot be taken for granted under this operating model. This will
be better served by influence under the existing consortia)

A New processes for influencing demand management and best practice can be
centrally developed and deployed consistently.

A Option Disadvantages

A The views of the individual sectors may not be taken into account to develop the
standard process

A Achievability (Mechanism)

A Option Advantages

A Existing resources could be used for timely implementation.
A Stakeholder commitment based on Show Stoppers feedback.

A Option Disadvantages

A Potential TUPE implications with one organisation delivering the service.
A Resources with required category management skills could be limited.

A The central delivery model might not have the required skills and capability to deliver
the NPS across all of the categories

A Reputation and credibility of the proposed central delivery Model will need to be
addressed

A The Welsh Government may find it more uncomfortable to award contracts to
companies outside of Wales (which it may have to) than to be able to position itself
at an ‘arms length’ to the delivery vehicle

A Perception that Central delivery by Value Wales is likely to be more risk averse in its
procurement than other procurement vehicles

A Affordability (Cost)

A Option Advantages

A Option will provide savings in first year based on projected savings targets.

A It would provide an option to increase the number of procurement staff in the public
sector(currently grossly under capacity)

A Option Disadvantages

A Investment will be required to set up the Service.
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Appendix 13 — Sector Savings Projections by Category/Sector

Savings Savings

Saving

Savings EA,

Savings EA,

5
Forestry &  Forestry &

, Savings LA Savings LA Savings Savings Savings  Savings  Savings Savings Savings Savings . .
High Level Category . . . . > Police  Police ire . .
{Max) {Min) WG (Rax) WG (Min) MHS (Max) NHS (Min) HE(Max) HE(Min) FE(Max) FE (Min) (M) (Min) Fire (Max) (Min) Countryside Countryside
{Max) {Min)
Catering £671,901  £332,241 £137 £33 £93,078  f£50,402  f£8,798  £4,041 £17,042 £9,28% £0 £0 £892  f3ed £70 £28
Cleaning & Janitorial £184,066  £110,433 £0 £0 £26,363  £15,818  £2,868 £1,721 £964 £378 £0 £0 £2,793 fl67 £171 £102
Clathing £230,9200  £149,012 £0 £0 £161,838  £98,343  £4047 £2,430 £12,431 £9,063) £76000 £4,560 £3,178 1,951 £364 £265
Construction Materials £706,301  £366,780 £0 £0  £38,326  £30,313 £30,878 f£1e,829 £31,632 f£le984 £2,537 £1110 £2,43 1,228 £4,834 £2,246
Consultancy £4,419,377 £1,333,839 £2,673,270) £725,573 £1,004,064 £267,2400 £27 117 £7,526 £173,327 £48,811 £24838 £6,303 £29,743 £7.870 £86,298 £24,330
Education £26,895  £21,683  E1L711 £9,44%  £13,826  £11150  £1,97%  fLE75  £B7i6 £7612 £0 £0 £1,323 £1,069 £37 £30
Facilities & Management Services £2,003,059  £790,730 £10e,125  £52,876 £555,9%6 £232,970 £24,830) £10,055 f£57,790 f£28,454 £40,135 fl4643  £27,147 £11,787 £3,113 £2,315
Furniture & Soft Furnishings £131,727  £105,381  £80,008  f£e4,006  £77,341  £61,873  £1,9800 £1,584 £34 £43 £14,381 f£11,303 £1,129  £903 £1,347 £1,078
Healthcare £35,401  £14,1el £214 £86  £181,663  £72,663 63 £25 £0 £0 £0 £0 £7 £3 £0 £0
Human Resources £2,435,574  £677103  £48,781 £24,438 £339,366 f182,886 £16, 410 £7,329 f15,607 £7156 £23,285 f£12,807 £2,091 £1,050 £7,664 £3,824
Information Communication Technalogy £2,488,501 £1,119,076 £179,498  £44.260 £1,037,02% £484347 £78,06d4 £39,068 £145,421 f£67128 £64,337 £39,3300  £54,927 £20,186 £42,6539 £17,092
Legal Services £250,623  £R0,813) £109,594  £38,993  £23,200 £7,733 £792 £405  £3,687  £1,229) flelel  £5,387 £1,521  £507 £3,115 £1,705
Wail Services £187,758  £103,960  £13,272 £7,433  £46,549  £27.929  £1,870  £1,123  £R149 £3,021 f£10,993 £6,430 £714 41 £321 £295
Stationery £399,333 £262,687 £3,360 £2,238 £378,342 £235,413 £0 E0 £10,682 £7,109 £2568  £1,773) f12,407 £8,118 £101 ek
Utilities £1,036,005)  £211,201 £3,380 fe76 £13,751 £2,730  £3,137 £631  £3,133 £628 £53,813 £11,963 £1,319  f26d £73 £15
‘ehicle Management £741,567  £158,834 £3,200 fedl  £71,388  £14,517 £344 £235 £1969 £334  £4395 £1097  £30,536 £6,983 £3,063 £718
Grand Total £16,020,607 £5,858,020 £3,232549 £070,763 £4,082,340 £1,706,740 £204,508 £04,740 £404,641 £207,400 £271,071 £112967 £172,042 £63,081  £157,449 £54,568
Total (max - adjusted for Accessibility and Maturity) | £24,644,399
Total (min - adjusted for Deliverability) £9,159,297
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Response to the Invitation to join the National
Procurement Service

| agree on behalf of < insert organisation name> that:

1. <Insert organisation name>, wishes to join the National Procurement Service,
to carry out common and repetitive spend once for Wales;

2. Our organisation signs up to using the NPS for a period of 5 years, on the
assumption that the NPS is centrally funded directly by the Welsh Government
until it reaches a point of maturity; estimated in Year 3 (2016/2017) of
operation; at which point it is proposed that the funding switches to a self
funding rebate from 2017/2018 onwards;

3. We will embrace an agreed management information approach; where
transparency and a robust category management culture drive optimum
benefits across the scope of the service;

4. Fully commit to using the contracts that are created by the Service. Any opt
out provision would be by exception and justified to the NPS Board in advance
of the tender processes commencing, as to ensure its success and not dilute
the benefits for other members through picking and choosing contracts. The
NPS will reserve the right to exclude an organisation who makes excessive use
of this exception clause.

Name:
Position:
Organisation:

Signature:

Date:
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Information
Communication
Technology

Utilities
Facilities &
Management

Services

Human Resources

Consultancy

Vehicle
Management

Catering

Legal Services

Healthcare

Construction
Materials

Stationery

Furniture & Soft
Furnishings

Mail Services

Clothing

Cleaning &
Janitorial

Education

Subcategories considered within the

scope of a National Procurement
Service

Hardware, Consumables, Software, Telecoms,
Network and Support

Electricity, Gas and Petroleum

Maintenance Services, Travel, Advertising and
Printers

Employment agencies and translators

Business and Technical consulting

Vehicle acquisition, Lease and Hire

Catering Supplies, Food and Vending

Solicitors

Medical and Mobility Equipment

General Materials, Electrical Supplies and
Equipment Hire

Paper and General Stationery Supplies

Office Furniture & Equipment

Postal Services, Couriers and Mailing Equipment

Uniforms, Workwear, Protective and Safety
Equipment

Cleaning Materials and Equipment

Audio-visual Equipment & Supplies

Subcategories considered out of
the scope of a National
Procurement Service initially

Repair, Photographic Equipment and

Website Design

Water, Wind, Solar, Coal and Wood

Design, Photography and Market Research

Advisory Services and Training

Highly specialised - e.g. Planning, Food and

Geological

Heavy construction and Industrial

Fresh food, Equipment Maintenance, Linen

Services and Caterers

Specialist support, Barristers

Drugs, Specialist Medical Supplies and

Hospital Equipment

Specialist Materials - e.g. fencing, bathroom

and kitchen

Sundries including Promotional items

Commercial Furniture and Social Care

Supplies

Freight and Mailroom services

Specialist protective clothing

N/A

Services and Books

TOTALS

Subcategories
included in
NPS review

£291.80

£153.30

£99.50

£74.40

£68.60

£75.80

£53.00

£35.20

£30.00

£20.00

£14.20

£14.20

£16.40

£10.80

£5.70

£4.20

£967
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