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Procurement Strategy (2008/09)

Summary

Strategic procurement is carried out in order to: (Paragraph 1.2)

Further the Fire Authority’s overall corporate strategy and policy objectives

Enter into contracts for the delivery of high value, quality services and to assist with the
development of complex and/or innovative services (service delivery partnerships) and
systems, as required.

This Procurement Strategy summarises the Fire Authority® approach, intention and principles
that are to be applied in the procurement of services by East Sussex Fire & Rescue Service
(ESFRS), as the following statements of intent: (Paragraph 2.1)

1.

10.

11.

12.

13.

The Fire Authority will only provide services where there is a clear and justifiable reason
for doing so

The Fire Authority will maintain an open mind as to who will provide a service

The Fire Authority will not deliver services by any predetermined means

The Fire Authority will collaborate with other Fire and Rescue Services either regionally or
as part of the developing National Procurement Strategy and arrangements such as

Firebuy

The existing arrangements on service provision either internal or external will not
constrain the open review of future options

Work will only be retained in-house where it can be demonstrated that the service is
competitive with the best available

The Fire Authority will provide a clear justification for the chosen means of service delivery
No services will be externalised without consultation

The Fire Authority will need to be convinced that competition offers the potential for real
long-term value

The Fire Authority will develop and maintain a Procurement Policy Guide

Any Fire Authority Member or ESFRS personnel making a decision or advising in the
decision making process in respect of service procurement must be competent to do so
and further must uphold the standards of propriety, honesty, impartiality and integrity required
by the Fire Authority, and in law

The Fire Authority will promote equality and diversity principles in its procurement
activities

The Fire Authority will seek to achieve principles of environmental and economic
sustainability in its procurement activities.



1.1

1.2

1.3

1.4
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1.6

2.1

Introduction

The purpose of the Procurement Strategy is to provide a framework within which all
strategic procurement by East Sussex Fire Authority (the Fire Authority) should be
carried out.

Strategic procurement is carried out in order to:
Further the Fire Authority® overall corporate strategy and policy objectives
Enter into contracts for the delivery of high value, quality services and to assist with
the development of complex and/or innovative services (service delivery
partnerships) and systems, as required.

This Strategy forms part of the management arrangements of the Fire Authority that
have been made in order to secure continuous improvement in the economy, efficiency
and effectiveness of services as required under the Local Government Act 1999 (Best
Value).

One of the Fire Authority's Strategic Aims is to deliver quality, value for money
services. This aim will be realised through the work specified annually in the Corporate
Action Plan.

This Strategy is to be read in conjunction with Fire Authority Standing Orders,
Financial Regulations and the Corporate Services Manuals, Part 2 Section 1 and
Part 4 Section 1-3.

Operational service demands are growing and increasing involvement in fire and
community safety work is expected. Budget pressures will, in any case, exert
downward pressure on all service costs including support services, where an effective
procurement strategy is vital.

Statement Of Intent
This Procurement Strategy summarises the Fire Authority's approach, intention and
principles that are to be applied in the procurement of services by ESFRS, as the

following statements of intent:

1. The Fire Authority will only provide services where there is a clear and justifiable
reason for doing so

2. The Fire Authority will maintain an open mind as to who will provide a service
seeking to choose the means of service delivery that works best

3. The Fire Authority will not deliver services by any predetermined means if other more
efficient and effective measures are available

4. The Fire Authority will collaborate with other Fire and Rescue Services either
regionally or as part of the developing National Procurement Strategy

5. The existing arrangements on service provision either internal or external will not
constrain the open review of future options for service procurement



2.2

3.1

3.2

6. Work will only be retained in-house where it can be demonstrated that the service is
competitive with the best available alternative in the long term

7. The Fire Authority will provide a clear justification for the chosen means of service
delivery

8. No services will be externalised without consultation, involving staff, representative
bodies and other interested parties

9. The Fire Authority will need to be convinced that competition offers the potential for
real long-term value that will not result in hidden costs elsewhere. It will also need to be assured
that the required levels of quality of service will be met

10. The Fire Authority will develop and maintain a Procurement Policy Guide to be
applied as a consistent and systematic mechanism for choosing the means of
service delivery

11. Any Fire Authority Member or ESFRS personnel making a decision or advising in
the decision making process in respect of service procurement must be competent
to do so and further must uphold the standards of propriety, honesty, impartiality and
integrity required by the Fire Authority, and in law

12. The Fire Authority will promote equality and diversity principles in its procurement
activities

13. The Fire Authority will seek to achieve principles of environmental and economic
sustainability in its procurement activities.

A full equality impact assessment is being prepared to complement this Strategy. This
is to ensure that our Strategy takes into account available community profiling
information on the differing needs of needs of people living and working in our area and
will further assist to promote equality and diversity principles through our procurement
activities.

Commissioning

The decision about whether to commission a service internally or externally is
sometimes called the "make or buy" decision. The pattern of service provision that
results from commissioning decisions is often referred to as a "mixed economy".
Above all, ESFRS personnel must now consider the National Procurement Strategy for
the Fire & Rescue Service and before any actions are taken, consider any
procurement issues within the context of this Strategy.

Each year, the Fire Authority approves a number of Key Task Areas (KTAs) for
ESFRS functions that may involve commissioning services. These are incorporated
into the Corporate Action Plan. The lead officer for the KTA involved will determine
the commissioning methods, which may be:

Internally (i.e. within existing resources); or

externally (e.g. from a private contractor, a partnership with other local authorities/

emergency services, community enterprise, voluntary organisations, etc.).



3.3

3.4

3.5

4.1

4.2

4.3

4.4

It is the duty of the Lead Officer, in consultation, as necessary, with both Legal
Services and Financial Services and other ESFRS managers to ascertain and
recommend the course of action that offers best value for money (the best solution).
The outcome should be reported to the Scrutiny & Audit Panel for all significant
services that would usually form an integral part of a Value for Money Review process
or similar process for assessing the delivery of a service.

Commissioning decisions must be evidence-based, transparent and auditable. These
decisions may be taken:

Annually as part of the service planning and budgeting process

On the expiry of an existing contract

Following a Value for Money review, or similar process

As a matter of urgency if a service/contract is failing.

The Fire Authority's approved service planning cycle is for 5-year periods.
Commissioning decisions will shift, where possible, from an annual basis onto a 5
yearly cycle, subject to an annual review.

Option Appraisal

The range of options to be considered by Lead Officers when making their
recommendations to the Fire Authority is set out below.

Option appraisal will be included within the Fire Authority's performance review system.
It will also apply in other situations when commissioning decisions are made (see
above), but for practical reasons, it may not always be possible to go into the level of
detail which can be achieved in a periodic performance review.

In examining the possibilities for service provision, the Fire Authority may choose from
one of nine broad options listed below:
: Cease the service in whole, or part
Improve the in-house service
Re-negotiation with the existing provider
Market testing
Outsourcing
Externalisation with partnership
Transfer
Joint commissioning (Consortia Purchasing)
Hybrid.

Cease the Service in Whole, or Part

4.4.1 This option can be applied only where the Fire Authority has a power and not a

statutory duty to provide a service (or elements of it). In this case, the Fire Authority
can decide not to provide the service and withdraw from any existing arrangements. It
will often be possible to make this decision before examining in detail the other eight
procurement options. However, if a further review indicates, for example, that there is
no sustainable option for service delivery, then the Fire Authority may decide not to
provide the service.



4.5

4.5.1

4.6

4.6.1

4.7

4.7.1

4.7.2

4.8

48.1

4.8.2

4.8.3

Improve the In-house Service

Review may indicate that the in-house service is not at present provided to the
standard desired, but that provision in-house is the preferred means of delivery. In this
case, the service may be restructured or re-positioned to provide a better service. This
may involve staff training and development, process re-design or an increase in capital
investment. The review should also include improvement targets and an action plan for
delivering continuous improvement.

Re-negotiation with the Existing Provider

The Fire Authority may be in a contract that it either cannot easily withdraw from or
that it is broadly satisfied with, but requires a change in terms to allow the service to
develop to the desired standard. In the latter case, this may be best achieved by a re-
tendering exercise as at options 4.7.1 and 4.8.1 below.

Market Testing

Market testing means the process of comparing competitive bids obtained from
external bidders with a statement of the service's current cost and performance
levels. The outcome of market testing depends upon which service provider offers
best value for money. It may result in the service being commissioned from an
external service provider, or "in house" from an internal service provider. The decision
must be evidence-based, transparent and auditable.

If it can be established with certainty that a service is competitive or that there is no
viable market then an appropriate internal route to service improvement will be
pursued. This is because market testing is costly to the Fire Authority and to bidders
and can commit resources over a long period of time without any guarantee of the
outcome for either party.

Outsourcing

Outsourcing or externalisation, is where a contract is awarded to an external service
provider. The outsourcing process is concerned solely with the selection of the right
external service provider. Contractors and other service providers prefer it to market
testing as they do not have to compete with an in-house provider.

Outsourcing is indicated as the solution if a service is found to be materially
uncompetitive. Outsourcing brings about a decisive break with the past. As such, itis a
change management technique capable of addressing the underlying reasons for lack of
competitiveness such as: inadequate management systems, obsolete technology, lack of
capital investment, absence of customer focus, poor cost control, underdeveloped
knowledge base, limited capacity for learning and innovation or a change-resistant
"culture”.

In order to determine whether outsourcing is the right course in a particular case, the
estimated lifecycle benefits of outsourcing - including savings - must be weighed
against the estimated costs of procurement and contract management (the transaction
costs). This is not an "exact science" because it will not always be possible to express
anticipated service improvement in monetary amounts.



4.8.4

4.8.5

4.9

49.1

4.9.2

4.10

The idea that outsourcing always results in significant savings is simplistic. For this
reason, different outsourcing options, the 'do minimum' option and alternative internal
improvement routes should be modelled over an appropriate period of time (at least 5
years) to demonstrate affordability and identify the best value for money option.

Outsourcing should not be seen as an automatic solution to the difficulties such as those
outlined in paragraph 4.8.2. The consideration of outsourcing as an option should include
the possibility that the successful contractor may find the inherited difficulties impossible
to solve and that the lack of direct control could make it harder for the Fire Authority to
deal with the matter than if it had retained the service “in house”.

Externalisation with Partnership

The use of competitive tendering without an in-house bid using a contract that places
the emphasis on achieving shared objectives rather than a detailed specification.
Partnering, the process of creating a partnership, is more than negotiating a contract.
It is about building and sustaining a relationship to ensure that the contract works
effectively over its entire life. Partnering is based on the following principles:
Shared objectives, joint commitment, trust, good communications, proactive
problem solving, sharing risk and reward, continuous performance improvement
and cost reduction and pooling of knowledge and resources to give mutual
learning.

The Private Finance Initiative (PFl) is a particular form of externalisation with
partnership. PFIs have become more widespread as traditional capital funding has
reduced.

Transfer

4.10.1 This is where the service, including the client role, is passed to another community

4.11

organisation. This may be a non-profit organisation or public/private partnership. An
example may be a non-statutory function that might be carried out by another local
authority, e.g. Petroleum Licensing. In such a transfer arrangement, the Fire
Authority could continue to provide the service, but the other local authority would
remain the responsible authority.

Joint Commissioning (Consortia Purchasing)

4.11.1 Joining with another local authority, fire and rescue authority, other public body or

non-profit organisation to provide or purchase services. This might include the
delegation of powers to another authority and/or pooling of budgets. One of the main
advantages of such arrangements is that the costly functions of tendering are shared
to reduce costs. The Fire Authority's Standing Orders permit a wide range of joint
purchasing arrangements which obviate the need advertise for tenders as this has
already been carried out centrally. This combined with the economies of scale
achieved through bulk ordering makes joint commissioning an attractive option, though
a disadvantage can be that some compromises on variations to specifications may
have to be made to accommodate all parties' functionality requirements.



4.12 Hybrid

4.12.1 A mix of the above options can provide for where no single option above is

appropriate and the service consists of discrete areas of activity.

4.12.2 It is not necessary to outsource (or market test) an entire service in order for

competitive pressure to have a positive effect on performance. Risk analysis is an
important part of the option appraisal and procurement process and this may indicate
that a prudent approach is to subject one or two elements of the service to
competition or to expose the service in one geographical area to the market. More
elements/areas may follow depending on the evaluation of the initial exercise. This
may be the approach followed when:

The service is highly complex

The market is not mature (there are few external service providers with a track

record)

The approach is innovative and needs to be tested before being rolled out.

4.12.3 A table showing the criteria for option appraisal and a flow chart detailing the options

5.1

5.2

5.3

54

available is shown at Appendices A and B.
Managing the Process

It is the duty of ESFRS management to consider the full range of options available for
procurement related issues. For procurement issues considered as part of Value for
Money Reviews, or similar processes for assessing the delivery of a service, the
document 'Value for Money Review Process - Guidance for Review Teams' describes
in detail the 'challenge' and 'competition' processes which must be carried out as part
of every Value for Money performance review. (Among other things this will enable
the Authority to comply with best value legislation).

The choice between internal and external options is a fundamental one. The
presumption is that all services must be periodically exposed to genuine competitive
pressure unless there are compelling reasons to recommend a different course.

Consequently, prior to making their recommendations to the Fire Authority, ESFRS
management must always consider the external procurement options. Only if it can be
demonstrated that a procurement solution is inappropriate within the terms of this
Strategy may an internal solution be recommended. For major projects, a
procurement plan will be produced to assist in the management of the project.

The procurement plan sets out the procurement route (including compliance with Fire
Authority Contract Standing Orders and EU obligations), the procurement timetable
with milestones and key outputs, the outputs required within the specification and how
the contract will be managed over the contract period.



5.5

5.6

6.1

6.2

The output specification sets out all the requirements in output terms, leaving service
providers scope to generate innovative methods of delivering the services (for
approval by the Fire Authority). The output specification lays down the performance
standards to be met. This ensures that any statutory or locally approved performance
indicators by which the Fire Authority is to be judged are passed on to service
providers. This includes, where relevant, year on year improvements in performance
levels consistent with Fire Authority and statutory targets.

The contract management plan is a further key element of the process. This sets out
how the contract will be monitored against the output specification (performance
standards) and contract terms. In accordance with the partnering approach, the
contract management plan will describe how the Fire Authority will manage its
relationship with the service provider as well as administer the contract.

Organisational Responsibilities

The primary responsibility for commissioning (including option appraisal), the strategic
procurement of services (including project management), and the management of
contracts lies with ESFRS management. In this, support officers and external service
providers support them.

Specialist advice and support is provided as follows:

I. Corporate Services staff
Financial criteria and assessment/evaluation models
Financial and accounting advice
Transfer/disposal of assets
Pensions for transferring staff.
Procurement policy and strategy
Procurement Officer for relevant procurement activities.
Standing Orders and Financial Regulations
Compliance with Best Value and EU obligations
Templates for strategic procurement procedures and documentation
Equality issues in procurement
Receipt and opening of tenders and maintenance of corporate contracts
register
Maintenance of the approved list of contractors.

il Information Management Department
Procurement of information management services.

iii. Legal Services
Advice on contract terms
Advice on TUPE issues
Compliance with Standing Orders, EC and Best Value procedures.

iv.  Support Services
Engineering Services for fleet and operational equipment



6.3

7.1

8.1

V. People and Organisational Development Directorate
Personnel Services for HR aspects of staff transfers (TUPE and pensions)

The first points of contact for strategic procurement of services is the Contracts &
Insurance Manager and Procurement Officer. For Information Management issues, it is
the Head of Information Management. For all non-strategic procurement, it is the
Procurement Officer.

Equality Impact Assessment

A full equality impact assessment is being prepared to complement this Strategy. This
is to ensure that our Strategy takes into account available community profiling
information on the differing needs of needs of people living and working in our area and
will further assist, along with risk reduction information to prioritise our future services.

References

The following Policies and reference documents support this Strategy:

Strategic Plan (five year)

Annual (BVPP) Plan

National Procurement Strategy for the Fire & Rescue Service
Members’ Handbook for Standing Orders and Financial Regulations
Manual on Procurement Policy

Contracts Register.



Appendix A

Option Criteria

Each of the above options for the service is to be appraised against the following criteria:

1. Cease the service in whole or part

Less Suitable

More Suitable

Uncertain if alternative providers do or will
meet existing needs and demands

There is potential for
development

future service

Doubts about the evidence collected on the
service and community needs

There is evidence of no or little need or
demand for the service

Other service providers will meet
community needs without support from the
Fire Authority

The cost of the service considerably
outweighs the benefits

The service requires investment that cannot
be sustained

2. Improve the in-house service

Less Suitable

More Suitable

In-house service is poor
The service requires external investment

There is an active, competitive market with
established suppliers

Service is easy to specify and monitor

The in-house service is, or is close, to meeting
local targets and national standards

There is no supply market
The cost of externalisation will be high

There will be a high impact if the service fails

3. Re-negotiation with the existing provider

Less Suitable

More Suitable

Existing service is poor

The service requires investment the existing
provider cannot or will not make

There is an active, competitive market with
established suppliers

Service is easy to specify and monitor

The existing service is, or is close, to
meeting local targets and national standards

There is little choice of alternative service
provider

The cost of changing means of provision is
likely to be high

There will be a high impact if the service fails




4. Market Testing

Less Suitable

More Suitable

Suppliers consider the Fire Authority is
“going through the motions” and therefore
do not bid

Staff are unwiling to make the
improvements necessary for a competitive
in-house bid

The costs of preparing for competition
outweigh the benefits

The in-house team has no real chance of
winning

Market testing is a last ditch effort to avoid
externalisation

The pressure of competition is necessar to
ensure improvements in in-house
performance

There is an active and competitive supply
market

The service is easy to specify and monitor

A new service area is being developed and
there is no preference between in-house
and external provision

In-house performance canb e benchmarked
against competition

5. Externalisation

Less Suitable

More Suitable

In-house service and management is
demonstrated to be best value

Opportunists or monopolists dominate the
market

The Fire Authority’s service objectives do not
extend beyond largely value for money
judgements

Service is difficult to specify and monitor

In-house service is poor

There will be a clear client — contractor

relationship

There is an active competitive market with
established suppliers

The benefits of using the market outweigh the
costs

Service is easy to specify and monitor

6. Externalisation with Partnership

Less Suitable

More Suitable

Service is easy to specify and monitor

Opportunists or monopolists dominate the
market

The Fire Authority’s main objective is to
save money

In-house service is more likely to deliver
best value

Service is difficult to specify and monitor

The Fire Authority wants a close working

relationship  with the supplier and
considerable involvement in service
delivery

A programme of future innovation can be
agreed

There is a high level of trust between the
Fire Authority and proposed supplier

External suppliers can offer benefits that
cannot be found in-house




7. Transfer

Less Suitable

More Suitable

The Fire Authority has a statutory duty
to provide the service

There is an active market available and
there is no additional gain by transfer

The service is essentially personal or is
highly regulated

The Fire Authority has clear service
objectives to achieve

The service has key financial or

operational significance to the Fire
Authority and needs close
management, monitoring and

specification

There is little or no community interest
in providing the service

The activities or services provided by the
community organisation match the Fire
Authority’s aims and objectives

The Fire Authority and organisation can
agree on the level of accountability to the
Fire Authority

Suitable community organisations already
exist or may be formed

Community groups have or can be trained
in necessary skills

The Fire Authority has a commitment to
community involvement and development

Organisational independence is beneficial
to service users

8. Joint Commissioning

Less Suitable

More Suitable

There is little or no interest in joint
commissioning from other
organisations

The service has key financial or
operational significance to the Fire
Authority

The Fire Authority is unwilling to
delegate control of the service

Existing contractual commitments are
a barrier

The cost of joint
outweigh the benefits

commissioning

The activities or services provided by
another organisation match the Fire
Authority’s aims and objectives

The Fire Authority has a commitment to
joint working

The pooling of resources will bring clear
sustainable benefits




9. Hybrid

Less Suitable

More Suitable

The service
monitor

is easy to specify and

The service is a clearly definable single
service

The service is made up of so many
separate elements so that a hybrid
approach may lead to an unmanageable
service arrangement

Economy and effectiveness are best
served by a single service delivery
option

The service consists of discrete aspects
that may have different definitions of
best value

Excellence services are closely aligned
to services that need considerable
improvement

Individual aspects of a service make
different contributions to service delivery
and best value

External resources can best be used to
support in-house services rather than
competing with them

Evidence from the review is unclear

Breaking down or amalgamating the
service with another will increase the
opportunities for best value




Appendix B

Flowchart Analysis

Does the national procurement strategy impact upon the proposals?

If yes - consider following flow chart but within context of national procurement strategy

guidance:

If no — consider following issues:

Cease Service

Transfer

No
No
Should the Fire Authority be Does the Fire Authority have ——p»
responsible for the service no and in —» a policy reason to retain an
the foreseeable future? interest in the service?
4>
Yes l Yes
Yes
Is there convincing evidence that Joint
Commissioning will bring sustainable benefits? —>

Arrange Joint Commissioning of service

'

Is the service provided in-house?

' o

Yes

Is there convincing evidence
that the external contract is
successful, competitive and
improving?

that the service is

. 3

Is there convincing evidence

successful, competitive and

>

Continue to improve
in-house service

Is the contractor likely to
change the service so it is
successful, competitive and

improving?

successful, competitive and

improving?

v

Is the service easy to specify?

No
} Yes
Continue to improve [«
external service
Yes
Renegotiate with
existing provider and | g—|
review
Yes

v

Prepare traditional contract for
Externalisation

Appendices A and B should be cross-referenced.

No ¢

Yes

Would a different service
structure provide more
opportunities for best value

> 4

improving?

No ¢ Yes
Can the Fire Authority Apply rigorous action
change the service so it is Y plan to improve

service and review.
Is success unclear
Market Test

Develop hybrid option
and re-evaluate new
service (s)

Prepare contract for Externalisation with Partnership

If results are the same then the selected

option should be developed. There will need to be a compelling reason for not using the

selected means of delivery.

and/or other factors considered to provide clearer preferred delivery option.

If the results do not concur further review should be undertaken



