Appendix 4

Brent PCT: Procurement Services

Current position

1. Brent PCT currently hosts a procurement service for both itself and Kensington & Chelsea PCT and Westminster PCT. Services are provided under an annual Service Level Agreement. In 2009/10, Kensington & Chelsea and Westminster PCTs each pay Brent PCT as the host, £108k for the procurement service.

2. The procurement service is based in St Charles Hospital and has a total staff establishment of five. 4 permanent and 4 temporary staff currently staff the service. With the exception of the service head and her deputy the procurement service has been recently characterised by high staff turnover and a dependency on temporary staff.

3. The service uses two systems: WESSIS and EROS. The former is a former Department of Health sponsored system, which is rarely currently used in the NHS. The system licence for WESSIS expires in 2010.

4. The procurement team perform a number of functions, which are detailed within the SLA. Advice and support is provided to staff across all three PCTs at a strategic level (tendering processes, OJEU advice). The team are also responsible for providing advice on buying goods and services, receiving and processing orders into various electronic systems and for receipting and matching goods received notices.
5. At present the service is predominantly paper based with staff across the three PCTs submitting paper requisitions to the Procurement Team at St Charles for conversion into electronic orders. The volume of orders processed with their associated queries (both in ordering and receipting) means that the team spend a disproportionate amount of their time on processing rather than undertaking informed buying to increase value for money.
6. There is no over arching Procurement Group between the three PCTs. The Head of Service reports mixed messages from each of the PCTs about their procurement strategies and the overall direction of the service with pressure from some quarters to move to electronic purchasing.
7. In summary, the current procurement service has the following issues:
i. High staff turnover
ii. Purchasing system approaching the end of its useful life
iii. Paper based requisitioning
iv. Lack of a clear strategic direction
Eprocurement

8. Over the last few years NHS organisations have increasingly been adopting eprocurement solutions.

9. What is eprocurement?
Eprocurement usually employs web-based technology which enables goods and services to be ordered directly from desktops PCs. It is possible to browse and order from on line catalogues including the NHS Supply Chain / NHS Logistics or Office Depot (the most commonly available catalogues in the NHS). Under eprocurement a requisition from the desktop PC is automatically routed through a purchasing hierarchy to the appropriate manager to approve and once this has happened automatically create orders for dispatch directly to suppliers.

Once an order has been placed it is possible to check its status i.e. has it been received, what is the delivery date, has it already been delivered etc?  When the goods or services arrive receipting can take place on line to close the transaction.

What are the advantages of e-proc?

It will:
· reduce the paperwork – no need to use requisition pads, keep copies etc. All of this will be done on line;

· speed up the ordering process –  lists can be created of favourite items

· Visibility and transparency of the procurement process as orders can be tracked on line;

· automatically routing of requisitions to the right person to approve it; the system will normally escalate after a given period 

· enable technical approval for specialist equipment such as IT kit or medical equipment to be automatically routed through technical approval before order dispatch i.e. all IT requisitions will be routed through the IT department to ensure that they meet the required specification

· provide more information on what is being ordered by the PCT. We can see whether we are using approved suppliers and getting the best price. We can also use the information to underpin any negotiation we have with suppliers to get better prices;

· strengthen our local governance arrangements – the e-proc system with run through a hierarchy of approved requisitoners and authorisers. 
· Reduce procurement costs through controlled procurement processes and enable the PCT to increase the proportion of orders being submitted via purchase orders.
· Triangulate between the order, goods received and payment processes to increase organisational financial transparency i.e. an invoice should not be paid without evidence of the goods or services being received.

10.       Options For Brent PCT

10.1. The current issues outlined at paragraph 7 above suggest that addressing the future of procurement services should be a priority for the PCT.

10.2. There are a number of potential procurement systems available to the PCT. Given that one of the most significant advantages of any integrated procurement system is the automatic interface between requisitioning / ordering, receipting and payments the PCTs options are realistically either to adopt the NHS SBS eProcurement option or roll out the Cedar eFinancials Purchase Order Processing (POP) option.

10.3. The NHS SBS eprocurement option is fully integrated into the finance and accounting system and provides the link between ordering, receipting and payments outlined above. The functionality will enable approved requisitioners across the PCT to order goods and services from the desktop. The system features an automatic upload of the NHS Supply Chain catalogue which is the main source of goods and services for the majority of NHS operational staff.

10.4. Eprocurement roll out is part of the standard offering from NHS SBS and can take place at the same time as finance and accounting migration (or at another date to suit the Trust). There is an additional service charge for eprocurement services (see paragraph 11 below)

10.5. POP is currently being rolled out by North West London Shared Financial Services at its host (North West London Hospitals NHS Trust). NWLSFS have not yet rolled out POP to any of the shared service partners.

11. Financial Implications

11.1. The additional costs of NHS SBS eprocurement are included in their service offer (and have been factored into the main financial appraisal at Appendix 3(1) and 3(3) Table 2). 

11.2. The current migration fee quoted by NHS SBS includes the migration of procurement services.

11.3. No costs have been submitted by NWLSFS for enabling POP across the PCT. For comparative purposes the same level of service charge has been assumed as for the NHS SBS option.

11.4. The project management / migration responsibility for NWLSFS would rest with the PCT. Accordingly within the business case additional project management costs have been factored into the NWLSFS option (Tables 5-8)

11.5. A migration to an eprocurement solution will reduce the dependency on paper processing and conversion of paper requisitions into electronic orders and accordingly will reduce the number of staff required. The role of any remaining staff will also change from a transactional one to a more specialist buying and service / catalogue  maintenance role. For the purposes of this option appraisal it has been assumed that the PCT will only support its own procurement function and not those of Kensington & Chelsea and Westminster PCTs. This is likely to lead to some redundancies amongst the current staff. These will need to be quantified and discussed with the customer PCTs as part of any exit strategy.
12. Recommendation

12.1. It is recommended that the PCT agree in principle to migrating to NHS SBS eprocurement as part of a wider migration programme and that further internal discussion takes place over the pace of change / implementation date and externally with the other two PCTs over terminating the current SLA and managing the transformation to the new service.

