Efficiency – Analysing Value
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	1
	Welcome. 
If new people are within the cluster it may be worth while spending some time introducing yourself and discussing what your role in school is. Times are average and some slides may take longer or shorter to discuss. Slides without notes may be talked through.
This session is about how to analyse the value in your contracts. 
	2 mins
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	1 min

	3
	Procurement cycle.
The area we are focused on is highlighted in yellow and compliments the other modules we have covered in ‘efficiency’. 

If this is the first module you are doing and haven’t seen the procurement cycle before here is the explanation. 
The Procurement Cycle confirms the wordy definition from the previous slide.
The procurement cycle has been broken  down into 5 distinct phases: -
Specify; Buy; Order; Pay; Manage. 
When we used to think about purchasing we concentrated on the Buy and Order phases. Procurement has a much broader scope than traditional purchasing – procurement expertise has a key contribution to make in the Specify phase of deciding what to purchase – in particular things like Options Appraisal and Market Management. Procurement also has a part to play in how we pay our suppliers particularly as we move into the e commerce arena and electronic orders and invoices become more commonplace.
Contract & Supplier management is a big area for work for schools. The general trend when a contract has been let is to heave a big sigh of relief and not to look at the contract or the supplier again until the contract is up for renewal. If you are to get on-going service improvements or cost reductions from your contract then you need to actively manage. What you must understand before looking to create efficiencies in school or to collaborate in a procurement strategy is how Costs are calculated. 
	2 min
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Your school or trust will have a vision of what your business is and where it plans to be in the future. The vision will include who your customers are, beliefs, values, strengths and motivation. The trust and governors will want to increase efficiency, reduce cost, have better deals, improve staff morale and better outcomes for pupils.  With agreed strategic objectives, procurement strategies can also be made.
Can we find ways of obtaining what we need which will reduce our admin time? Rather than reacting to urgent requests can we plan for the important?
Within the public sector we must also ensure our funding is spent openly and with due diligence in accordance with public procurement regulations.
This session is looking at ways to analyse spend and begin to create efficiencies and add value. Some of the other points mentioned are covered in separate session
	2 mins
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Before developing a procurement strategy we need to know the required outcome. What does the school need to influence and what needs to be in place to achieve them?
A few steps include:
Knowing our needs– now and future
Where are our strengths?
Do all our stakeholders agree with our procurement processes
What is our attitude to risk and quality?
Effective procurement strategies will focus on the area that gives the greatest return or efficiency/saving. 
Let’s look at a few ways of identifying where we could create savings. 
	2 mins
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80% of your spend is with 20% of your suppliers? Or 80% of your transactions are with 20% of your spend? 
Is that how you operate? 
Allow group to discuss and gain general agreement. 

	3 mins

	7
	[image: ]
Review your contracts, can you improve existing terms and re-negotiate – if not plan to review requirement at least six months before contract end and longer if a complex or high value requirement. 
Look at the procurement practices of others. 
Make use of deals where the hard work has already been done. 
Let’s look at some examples
· Rationalisation – review ordering points and processes, similar products different providers, small infrequent purchases? 
· Deliver admin savings – consolidation, payment mechanisms. Procurement Cards. Acceptance of payment. 
· Get suppliers to consolidate. 
· Collaborate across key spend areas – cleaning, catering, stationery, maintenance, transport
· Re-package your requirements. 
	2 mins
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One of the first steps to strategic procurement. Create a spend profile.
Use an excel workbook or simple Word document as per E02. 
Run off previous 12 months non pay spend from your finance system.  Sort spend in descending order.
Express the items in the list as percentages of your total annual spend
e.g. Divide 22 by 56.9
Divide 36 by 56.9 etc.
Draw a line when the accumulated spend reaches 80%. Everything above is A.
When you reach 95% drawn another line. Between those lines is B.
The stuff that's C needs to be simplified to allow focus on A's to create sizeable efficiencies. Use existing deals and public sector frameworks e.g. Crown Commercial Service.  Don’t have elaborate policies for the buying of routine low cost low risk items.
	5 mins
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When we take the spend over the last financial year and look at what we’ve spent, where we’ve spent it and who with we are undertaking supplier spend analysis.
We can concentrate our time on those items which have the highest value. 
We can begin to break it down further using an A, B, C analysis.

	2 mins
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Here we have an example of the range of supplier invoices for under £5000. The highest figures are for invoices of insignificant value yet the administration time to process each invoice is the same as for a high value contract. 
How many ways could you consider to reduce the number of suppliers and the value?
Did you know for a school to process one invoice costs approximately£50 – including staff time.  
	2 mins
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The Kraljic model is another tool to assist in reducing costs when reviewing contracts and spend. It will help maximise supply security and reduce costs by making the most of your procurement power and moving from transactional to strategic procurement.

Start by classifying everything you buy for your school according to the supply risk and the profit impact/significant value to your school:

Supply risk is high when the item is a scarce or difficult to get hold of e.g. when delivery logistics are difficult and could easily be disrupted, or when there are few suppliers. 
Impact/Supply value is high when the item adds significant value to the schools output. This could be because it makes up a high proportion of the output (for example, data modules for the school’s management information system) or because it has a high impact on quality (for example, broadband access for staff/students). 

It will help focus on the most important or key areas of spend, develop key supplier relationships, maximize supply security and reduce costs, by making the most of your purchasing power. 

Dependant on time Place what you buy into each of the quadrants in groups then talk through what you might do or define what would fall within each quadrant.

Strategic items (high profit impact, high supply risk) – where the supplier has the expertise e.g. Payroll/HR. These items deserve the most attention. Options include continually developing long-term supply relationships, analysing and managing risks regularly, planning for contingencies, and considering bringing it back in house rather than buying it, if appropriate. 
Leverage items (high value/profit impact, low supply risk).
Procurement approaches to consider here include using your full procurement power, substituting products or suppliers, and placing high-volume orders with innovative delivery schedules;
Bottleneck items (low value/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


	3 mins
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	PESTLE
Have you heard of this abbreviation? When planning procurement we can do a quick, 6 box, rough analysis to advise what external factors might affect our procurement or things we should think about. 
If time do a PESTLE analysis for each: HR/Payroll and for white A4 paper and discuss. Handout E01
NEXT SLIDE - We could then use a SWOT – Strengths, Weaknesses, Opportunities and Threats analysis to look at internal factors that are important to achieving our objective.
	5 - 10 mins
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Repeat the analysis of HR/Payroll and A4 white paper
	2 mins
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Gap analysis identifies the gap between your current situation and where you want to be. You can use something like this or the next tool
	2 mins
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	2 mins
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Take the opportunity to find out what contracts you have which are coming up for renewal and give yourselves plenty of time to put replacement arrangements in place. Any best procurement practice here that anyone cares to share? Who else is doing the similar things and would join up and reduce ordering costs?
Deliver admin savings – consolidation, payment mechanisms. Working collaboratively may also provide the leverage to reduce a high volume of low value invoices. Who are your current suppliers and what are you buying from them?
Collaborate across key spend areas – cleaning, catering, stationery, maintenance, transport
Need to know frameworks and incumbent suppliers contact CG.Communications@education.gsi.gov.uk 
	2 mins
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	Train the Trainer Modules
What shall we do next?
	1 min

	18
	Questions:
· How the group will put into practice what they have heard?

	4 min


41-50 minute session  
[bookmark: _GoBack]Print outs: enough E01 for one per delegate or one per group. 
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What can we do?
- Analyse expenditure
- Review our contracts

+ Identify opportuniies for rationalisation
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