
SCRUTINY COMMISSION 4
Minutes of a meeting of Scrutiny Commission 4 held on Wednesday, 9th July, 2008 at 6.00 p.m. in the Reception Suite, Civic Offices, Telford

PRESENT:
Councillors K.L. Tomlinson (Chairman), R.K. Austin, R. Aveley, A.A. Meredith, C. Mollett, H. Rhodes and K.S. Sahota 

ALSO PRESENT:
Councillor J.A. Dixon – Cabinet Assistant:  Resources, Councillor Denis Allen – Cabinet Member – Community Services, Councillor R.E. Groom – Chairman of VFM Scrutiny Group 2007-08, Ron Odunaiya - Corporate Director:  Community Services, Adrian Griffith – Procurement & Payments Manager, Mike Phillips – Managing Director - West Mercia Supplies, Angie Astley – Head of Customer Services & Business Transformation and Alison Smith – Scrutiny Manager
SC4-1

MINUTES

RESOLVED – that the minutes of the meeting of Scrutiny Commission 4 held on 17th April, 2008 be confirmed and signed by the Chairman.

In response to questions from Councillor Sahota relating to Minute No. SC4-38, it was confirmed that an update on Single Status would be brought to the September meeting of the Commission and that the ICT Infra-structure project was now progressing.
SC4-2

APOLOGIES FOR ABSENCE

None.
SC4-3

DECLARATIONS OF INTEREST AND PARTY WHIP

None.
SC4-4
UPDATE ON PROCUREMENT WITH PARTICULAR REFERENCE TO WEST MERCIA SUPPLIES

Procurement Update
Adrian Griffith, Procurement & Payments Manager, gave an overview of the Council’s Procurement function, which he defined as the strategic input level of purchasing.
He briefly outlined the background to procurement at Telford & Wrekin Council.  This, at £120 million per annum, was a major spend area on which significant savings had been achieved through the annual Gershon efficiency targets.  A 1% reduction in the procurement of goods and services resulted in a saving of £1.2 million.  Procurement had been devolved to individual Portfolios with Adult & Consumer Care, Environment & Regeneration, and Children & Young People accounting for the majority of the spend.  The Procurement Unit itself was small and had the three fold role of managing corporate contracts, providing support on procurement activities within service areas, and identifying areas where improved procurement could generate savings.  Procurement activity was governed by an EU legislative framework and the Financial Regulations and Contract Procedure Rules contained within the Council’s Constitution.

Effective procurement and purchasing contributed to the Council’s CPA rating and could assist in delivering improvements to the services available to the community.  The Office of the Deputy Prime Minister had published Procurement Guidelines via the National Procurement Strategy and Telford & Wrekin had met all of the targets set.

The Procurement Unit was involved in a number of collaborative projects including West Mercia Supplies.  Recent successes included corporate contracts for agency staff, window cleaning, and furniture.  Major projects currently being worked on included BSF and the Waste Treatment and Disposal Procurement.  Savings were being achieved through process improvements such as the roll-out of a Government Procurement Card, e-tendering, and one-bill BT invoicing.  In 2008-09 work would be undertaken on updating the Procurement Intranet and all standard procurement documentation, equalities & sustainability in procurement policies and on-going work supporting major contracts, e.g. the redevelopment of the Town Centre.  

Members raised the following points:
· Did the Procurement Unit undertake checks on the procurement activities of Portfolios?
Adrian Griffith explained that this was not the function of the Unit as it did not have the resources to carry out such Council-wide management checks.  However, it did manage corporate contracts and provide value at the front of the procurement process through advice and support.  In addition, purchasing throughout the Council was included in the annual Audit programme and each Corporate Director had the responsibility of ensuring that the purchasing in their Portfolio was in accordance with Financial Regulations, Contract Procedure Rules and agreed principles.
· Did the Unit intend to extend its involvement in corporate contracts?
Adrian Griffith said it was and referred to the significant progress made in this area since he joined the Unit, for example on BSF.
· Were items such as utilities dealt with centrally for all the Council’s buildings?

Adrian Griffith confirmed that they were and cited the contracts for gas and electricity secured with WMS.  The street lighting contract for the Borough was currently not procured through WMS but was due to be reviewed in September when seeking economies of scale could be sought.  However, he drew members’ attention to the tensions resulting from the need to seek increased regional and sub-regional collaboration on procurement with that of increasing business with SMEs.
· Did the Procurement Unit provide training for officers?
A half day training session was available for all officers and provided a basic level of knowledge and best practice/guidelines.  This had proved to be very successful and was over-subscribed, although not all officers with procurement responsibilities had attended.  In addition, two Council officers had attended a procurement training course run by the West Midlands Region Improvement & Efficiency Partnership. 

Angie Astley said that the Business Transformation programme was currently looking at models to enable procurement and transactional (e.g. processing of invoices) decisions to be made on-line, as agreed by the Procurement Steering Group sponsored by Victor Brownlees.

A further advantage of the e-tendering system would be that it would put in place a further level of controls by setting parameters within which officers had to operate.  In addition, it would reduce the amount of time and resources involved in copying tender documents for both the Council and its suppliers/tenderers.  The Council was steadily moving towards improved management information systems.  A pro-active approach to the delivery of savings was also being taken by analysing spend, the centralisation of management information, and the use of a Government Procurement Card.  In addition, the upcoming review of the Financial Management System would facilitate the acquisition of a replacement with a procurement module.
· Did schools take advantage of the corporate procurement system?

They were not obliged to so do as they let their own contracts.  The Unit did offer procurement support but this was rarely taken up and the proposed level of procurement was often not of a high enough level.

· Was the e-tendering system compatible with requirements of OJEC?
Yes.

· The e-tendering process appeared to be a very transparent process.  Would it allow for a measurement of the savings achieved?

Yes.

Action: It was agreed that a demonstration of the e-tendering system and its inbuilt governance rules be made to a future meeting of the Commission.  
West Mercia Supplies
Mike Phillips, Managing Director of WMS, gave a detailed presentation on its history since 1973.  WMS was a trading organisation formed as a joint committee under Section 101 of the Local Government Act 1972 and was owned by its four constituent local authorities, Shropshire County Council, Telford & Wrekin Council, Herefordshire County Council and Worcestershire County Council.  Telford & Wrekin had become a co-owner following its creation as a unitary authority.  A strategic review of WMS had been undertaken in 2003/04.

Currently, 75% of WMS’s turnover came from schools and colleges.  It was not restricted to working within the area of its four owners but supplied customers from Manchester to South Wales.  WMS currently operated at the ‘low value, low risk’ sector of procurement but was seeking to take a strategic procurement role by moving to the ‘high value, high risk’ sector.
The profits made by WMS were returned to the four local authorities in ratio to their individual spends.  Profit levels had been achieved and maintained through adopting a more entrepreneurial approach to procurement processes, excellent cost control and product development and by recruiting staff with a customer-orientated approach.  Given the present global market issues, excellent procurement would be a necessity in future.  

Mike Phillips would be discussing with Adrian Griffith ways in which the ordering and delivery processes for Telford &Wrekin could be improved in future.   
Members raised the following points:
· Why should the Council use WMS rather than the free market?  It was difficult for SMEs to obtain Council business.
Mike Phillips said that, while the Council was free to purchase where it wished, WMS offered the best deal for council tax payers.  This was shown by the customers using WMS outside of the area of its four constituent authorities.  In addition, it was the cost of purchasing from SMEs that was the issue rather than the price they charged.  Items could be cheaper to purchase from them but the cost of procurement would be higher than from WMS.
· Councillor Keith Austin commented that the evidence of the success of WMS given in the presentation had vindicated the decisions taken in the 2003/04 review to retain it as a separate organisation rather than merging it with another purchasing consortium.  WMS was providing excellent value for money to both the Council and council tax payers.

· What was WMS’s position with regard to the purchasing of Fair Trade products?
Mike Phillips confirmed that WMS did supply Fair Trade goods including tea and coffee in its own offices.  However, it would not purchase products from countries that permitted ‘sweat shops’.  Global purchasing links was an issue that he could talk to members about at a future meeting if they wished.

· Were current oil prices having an impact?
Mike Phillips explained that the WMS’s purchasing policy had allowed it to keep ahead of recent high rises but there would be an effect in time and it would be looking at how to cut costs in future.

· With regard to a question relating to the profits returned to the co-owners, Mike Phillips and Adrian Griffith explained how this operated.  Mike Phillips emphasised the importance of Telford & Wrekin Council maximising its spend with WMS and of WMS continuing to grow its business opportunities in addition to the those from the co-owners.
The UK supply base was now very fragile and there was a need for good procurement management.

· With regard to a question regarding the recent corporate contract for agency staff, Adrian Griffith explained that this had been ‘piggy-backed’ on a contract with Liverpool City Council, which had borne the tendering costs.  Telford & Wrekin spent £3 million per annum on agency staff, excluding schools, and there was now the potential for significant savings to be achieved. 
· Scrutiny Commission 4 had been requested to look in detail at Procurement and, in particular, WMS, by the Value For Money Scrutiny Working Group.  Councillor Bob Groom, Chairman of the Group in 2007-08, commented that procurement was a very complex issue and that in order to establish whether value for money was being achieved, measurements and comparisons were necessary.
Members commented that procurement was a very large scale operation for the Council and it was appropriate that it be considered by Scrutiny.  They also suggested that the traditional model of procurement used by Telford & Wrekin whereby all procurement other than corporate contracts, was devolved to individual portfolios, could be considered in more detail.
Action: It was agreed that Mike Phillips would be invited to a future meeting of the Commission to present information on the procurement of utilities by WMS.

SC4-5
GENERAL UPDATE ON CUSTOMER STRATEGY AND BUSINESS TRANSFORMATION

Angie Astley, Head of Customer Services & Business Transformation gave a detailed presentation on the achievements of the past year, which had been based upon a vision for services in the future and the restructuring of services required to achieve its delivery.  The improvements put in place had resulted in the Council’s CPA score for this area rising from the bottom to the top quartile.
Telephone access, which was the favoured method of contact of 80% of the Council’s customers, continued to meet its targets and a Contact Centre was planned to be in operation in the Civic Offices by the end of 2008.  Use of the Council website had risen and further improvements, such as an on-line forms package, would be introduced together with a reconfiguration to make the site more user friendly.  A web users group would be set up to provide feedback on the site and Ron Odunaiya suggested that Councillors Bob Groom and Roger Aveley might wish to join the group to provide an interface with the community from their perspective.
Communication with the community was being improved through the new ‘Insight’ magazine, the ‘Live Here and Love It’ campaign, the A-Z Guide to Services, and the corporate internet.  

The presentation set out the work undertaken on business transformation including such initiatives as business process re-engineering to cut out waste and duplication.  Plus, the Transformation & Technology Board was working to refocus the transformation programme in order to deliver more ‘cashable’ savings through the application of lean tools and techniques and the identification of new skills and competencies for staff in the restructured transformation team.
Priorities for the next twelve months included the Contact Centre in Civic Offices, the introduction of a single citizen record and document management solution, and customer intelligence gathering.  These would enable a customer to have a single point of contact with the Council and for all requisite information to be available on-line.  Some queries would be dealt with at the initial point of contact whilst others would be transferred to the appropriate professional.
Members commented as follows:

· With regard to the 1.5 million calls received by the Council, Councillor Bob Groom asked whether there was a software program which would allow the reasons for these to be analysed.
· With regard to the ‘Scores on Doors’ published on the Council’s website, Angie Astley confirmed that any changes to these were published as soon as possible.
· With regard to the new ‘Insight’ which no longer included advertisements, Angie Astley explained that the cost of printing advertisements had exceeded the income received.  The new approach would be to include articles on internal services which the Council wished to publicise.

· Action: Councillor Groom asked whether ‘Insight’ was printed within Telford & Wrekin and Angie Astley agreed to provide this information.

· Members commented that the corporate internet only provided ‘contact point’ numbers and not individual numbers for some officers and this caused a delay. Action: Angie Astley said that these numbers were for the use of customers and agreed to provide councillors with details of direct telephone numbers for all officers.  
· Action: Councillor Groom asked if it was possible to provide organisational structure charts so that members could identify the appropriate officers to contact.  Ron Odunaiya responded that David Johnson, Head of Human Resources, would be able to provide these.
SC4-6
UPDATE ON THE VALUE FOR MONEY SCRUTINY WORKING GROUP FROM THE 2007-08 CHAIRMAN, COUNCILLOR BOB GROOM

Councillor Groom explained that this had originally been set up as a Budget Scrutiny Group.  However, as the budget gave no indication of changes over the year, it had proved a difficult document to scrutinise.  The scope had, therefore, been widened to consider the value for money being received from expenditure.  This still made the task of scrutiny complicated as comparators were needed to judge value for money but the costs of other local authorities were subject to many variable.
The Performance Indicators set by the Audit Commission were not clear but Richard Partington, Head Policy, Performance & Partnerships, was now assessing which Indicators were of use to Telford & Wrekin and which were not so that future work of the Group could be more focussed.
Councillor Groom said that the budget was considered by many professional officers in addition to the VFM Scrutiny Group and, therefore, Members had not felt it appropriate to look at individual figures.  However, they had been able to achieve some major changes in the allocation of resources.
The work of the Group would now be targeted on developing a focus for the future.  Very technical and complicated discussions were required and he paid tribute to the ability of Paul Clifford, Head of Finance, to explain the technicalities of the budget process.  Both he and Richard Partington had provided the Group with the tools to identify areas to be looked at in detail in future, e.g. the cost of local tax collection in Telford & Wrekin being 25% above that of peer authorities.  This had been referred to this Commission for further analysis.  Another area identified for a thorough review by Scrutiny Commission 4 was the contract currently let to TWS.  
The Chairman said that Scrutiny Commission 4 relied upon the VFM Scrutiny Group to identify areas for scrutiny and encouraged members to attend meetings of the Group.  

SC4-7
FORWARD PLAN

The Chairman commented on the lack of information shown in the Forward Plan and suggested that, in addition to Cabinet reports from Resources and from Community Services, cross-cutting reports from other Portfolios should also be included in the extract from the Forward Plan, e.g. the “Design for Community Safety” Community Safety Guidance Supplementary Planning Document.  
SC4-8
CHAIRMAN’S UPDATE

The Chairman reminded Members that the agenda for the September meeting of the Commission would consider an update on single status and on the review of taxi services.  
Action: Following the excellent presentation on WMS, it was agreed that an additional meeting be arranged for October with the following agenda:

· Mike Phillips (WMS) to give a presentation on utilities procurement
· Angie Astley and Adrian Griffith to provide a demonstration of the e-tendering software system

Action: Members also agreed to consider forming a working group to look at procurement in more detail once their work programme was completed.

Action: It was agreed that Councillor Hilda Rhodes should attend meetings of the working group relating to S106 Agreements and that Councillor Clive Mollett be invited to attend meetings of the review group considering rural services.
SC4-9
DATES OF FUTURE MEETINGS OF THE COMMISSION
Members noted the dates of the meetings for the remainder of the municipal year 2008-09.
The meeting ended at 9.07 p.m.





Chairman:  ……………………………………






Date:  ………………………………………….
SC4Minutes090708
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