Brent Teaching PCT
Procurement Strategy
1. Executive Summary

1.1. The purpose of this paper is to present to the Board the outline Procurement Strategy. It covers both the procurement of health services and the procurement of non-pay goods and services.
2. Procurement of Health Care Services
2.1. World Class Commissioning (Department of Health – December 2007) requires PCTs to demonstrate eleven key competencies which include:
· stimulating the market to meet demand and secure required clinical, health & well being outcomes and
· securing procurement skills that ensure robust and viable contracts. PCTs are expected to have clear, written processes for tendering and to have clear contract specifications linked to expected outcomes.
2.2. The strategy details the principles the PCT will adopt when approaching any procurement, including all applicable rules and regulations. The DoH Operating Framework for 2008/09 includes guidance on system management under Principles and Rules for Co-operation and Competition. Further guidance on Competition Policy is anticipated shortly which will provide an affordability tool, guidance on financial and clinical governance, and consultation requirements.
2.3. The PCT aims to address issues of health inequality and variations in access to healthcare. To support this, significant investment will need to be delivered via robust procurement. It will be important for the PCT to determine which changes will occur by working in collaboration with existing local providers and those where there will be benefit to patients in terms of access, choice and patient experience by bringing new providers into the market. The latter might be through “any willing provider” or through open competitive tendering. To achieve this it is essential that there are well developed, transparent processes that are accessible and effective.
3. The Principles
3.1. The objective of the strategy is to provide a framework to ensure all procurements are evidence based; deliver key business objectives; are affordable and viable; clinically effective and improve the quality of patient experience.

3.2. The strategy and all procurements are underpinned by a number of core principles that the PCT will observe. This will clearly demonstrate to stakeholders including providers that the PCT is adopting a principled approach to the procurement of healthcare. Observation will reinforce the PCT’s role as local leader of the NHS and develop a reputation as a trusted and world class commissioner.
3.3. The PCT strategy recognises as principles:

· Promoting diversity of provision and acceptable choices for local service users;

· Ensure that buying power and economies of scale are maximised through shared procurement where possible;

· Demonstrate commitment to reviewing and addressing the issues involved in managing  non-pay expenditure to establish best value and promote best practice;

· Recognise the contribution of all functions in the PCT in delivering best procurement outcomes and support competency development in the commissioning and procurement process;

· Consider environmental sustainability in procurement and ensure that contracts have addressed this issue;

· Recognise and promote Equality and Diversity within the contracts awarded by the PCT;

· Develop operational objectives and key performance indicators to implement the strategy within the commissioning and provider arms of the PCT.
3.4. In addition there are ALE requirements that the PCT:

· complies with internal governance and legal requirements for procurement procedures;

· is proactive in considering different options for procuring goods and services and has a formal appraisal process and

· is able to assess the impact of its procurement against the national Sustainable Procurement Taskforce Action Plan and identifies target areas for developing capacity to procure sustainability.

3.5. The strategy is supported by policies and procedures including PCT Standing Financial Instructions, Purchasing and Supplies Procedures, NHS Services Contracts and DH Purchasing and Supplies Agency Guidance. Guidance is also included in the PCT Staff Guide to Finance and Related Matters.

4. Procurement Plan
4.1. The PCT will determine which services it wishes to procure differently, in consultation with Practice Based Commissioners and Patients, and identify proposed areas across primary and secondary health care for procurement testing. This will include new services and those where the existing contract is either not fit for purpose, not best value or does not fit with the strategic direction. 
4.2. Although the majority of PCT spend falls within the EU exemption for health and social services, it is obligated to procure any contract through advertising and competitive tender. The procedure can be open, restricted, negotiated or through competitive dialogue. The PCT Procurement Framework for Equitable Access to Medical Care will guide primary care procurement.
5. Supplier Development
5.1. The role of the PCT is to identify current weaknesses in provision against its strategic aims and to assess where weaknesses in current providers may be a contributing factor. The PCT may wish to facilitate entry into the local health market by other providers to drive up quality, or require providers to co-operate to improve local provision.
5.2. The PCT will seek to stimulate the market through appropriate publicity and marketing for identified services. The PCT will ensure information about how to do business is included in the corporate web-site. The register of suppliers will be checked to ensure that there is a good mix of providers, including those from social enterprises, and small and medium size providers will not be discounted where they can offer benefits.
6. Capacity and Capability
6.1. The current arrangements have outlined one area for improvement. The PCT will need to ensure that the right procurement capability and capacity is widely available and that gaps are actively identified and managed to ensure:

· PCT Staff have appropriate skills in relation to their role in procurement and contracting;

· The PCT has capacity and capability to undertake healthcare procurement;

· PCT has a systematic process to demonstrate best value, governance and probity.

Procurement of Non-Pay Goods and Services
7. Introduction
7.1. The operational aspects of procurement are currently primarily managed by the PCT Purchasing Department. This provides procurement services on a host basis to three PCTs – Brent, Westminster and Kensington and Chelsea. The Purchasing Manager provides advice and contracting services to the three PCTs. A service level agreement describes the responsibilities of the partners in the arrangements.

7.2. The PCT obtains estates services and procurement from Kensington and Chelsea PCT. Prescribing procurement for drugs is provided by North West London Hospitals NHST and vaccines by Kensington & Chelsea PCT.

8. 2008/09 Procurement Plan (Non-Pay)
8.1. The aims of the Purchasing Department are to procure goods and services which comply to appropriate standards promptly and economically, provide an efficient and responsive customer oriented service and ensure that the service is cost effective.
8.2. The scope and depth of procurement services in the PCT requires improvement to deliver 2008/09 objectives. It is proposed to continue with the provision of an in-house procurement function with current partnerships in the medium term and review in conjunction with partners and clients.

8.3. The Business Case builds on the Department’s achievements in 2007/2008:
· Establishment of Contracts Register for all three PCTs;

· Use of a wide range of framework agreements covering an estimated 70-80% of spend;
· Addressing concerns presented in the Internal Audit Report on the functioning of the Purchasing Department;
· Tendering three services across the PCTs - Contraceptives, HIV Prevention Programme and Nutrition Supply.
8.4. Key deliverables for 2008/09 include:
· Installation and Roll out of EROS upgrade;

· Re-introduction of HR Appraisal System into the Purchasing Department;

· Regular provision of accurate Purchasing Management Information;

· Target Savings from appropriate areas;

· Increased levels of direct procurement by PCT staff;

· Revise the PCTs Procurement Handbook.

8.5. Key Performance Indicators for 2008/09 include the achievement of:
· electronic requisitioning, ordering, integration and invoice matching at 75% by March 09;
· Order Turnaround Time 80% in 48 hours and priority goods and services within 2 hours;
· Order Queries dealt with in 48 hours and an
· increase in orders and value passing through the Purchasing system
9. Business Case

9.1. A Business Case to modernise and improve practices in the Purchasing Department and reduce risks in maintaining acceptable standards is under development. It is proposed to replace the WESSIS purchasing system by upgrading to EROS, at a capital cost of £75k and to establish 1.5 WTE new posts. This will allow electronic authorisation and receipting and improve reporting capability.

9.2. The benefits to be obtained from the investment are to:

· reduce risks associated with the use of current outdated paper based Purchase to Pay systems;
· opportunity to ensure improved governance and compliance to SFOs and  procurement legislation;
· full time system administrator installed with ability to provide improved system reporting;
· electronic  web-based system supported  and provided by vendor with built in  Disaster Recovery and
· installation of a Fit for Purpose Procurement Function capable of developing best practice.
10. Conclusions
10.1. To deliver the procurement vision set out in World Class Commissioning the PCT will need to ensure that it has robust processes supported by high quality procurement skills and systems. 
11. Recommendation

11.1. The Board is asked to approve the outline Procurement Strategy for Health Care services and the Plan for Non-Pay Goods and Services.
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