RESOURCES POLICY PANEL – 21 JULY 2005

EXECUTIVE COMMITTEE – 15 AUGUST 2005
PART I – NOT DELEGATED

  4A.
E-PROCUREMENT

(DSS) 
1.
Summary
1.1
  To ask Members to approve the recommendation that the Authority joins the Consortium detailed in this report, in respect of the implementation of E-Procurement and to consider the implications that this installation could have on other systems.

2.
Detail 

2.1 E-Procurement has been widely used by the automotive, pharmaceutical and petrochemical industries for many years.  Originally the term was used to describe the purchase of goods electronically.  Recently the ODPM decided to change the definition of e-procurement relative to the Government targets for E-Government.  This is because many Local Authorities, including Three Rivers, uses a computer based financial system that complies with the original definition of e-procurement but does not meet the E-Government targets for automatic invoice payment.  The new definition includes the words, ‘Local Authorities must engage in the purchase of goods or services via a Market Place’.  A market place is a remote intermediary Internet based computer system that facilitates the smooth passage of both orders and invoices.  Currently it is not possible to automatically receive electronic invoices without going through a market place.

2.2   On 10 January 2005 the Executive Committee resolved that E-Procurement could be considered for implementation providing IEG funding was available. IEG funding was not available; therefore, this requirement did not proceed at that time. Recent events make it pertinent to look at this requirement again. 

2.3 TRDC has been approached by an e-procurement provider named @ukplc.   This company only promote the services and goods provided by SMEs, which makes them fairly unique as most e-procurement providers have their own, or are linked to a large market place, which are usually expensive to join, both as a buyer or a seller and are aimed at large companies.  @ukplc have a large client base of SMEs and on the buying side have a few Local Authorities and Health Trusts as well as a number of commercial companies.  The cost to the Authority would be in the region of £10K per annum to join their market place.  SMEs can join @ukplc’s market place for between £50 and £2K per annum. The Procurement Officer advised @ukplc that TRDC would not be interested in joining their market place unless they could provide access to large suppliers as well as the small suppliers.  The Procurement Officer gave @ukplc the name of a contact at Herts CC.

2.4 Herts CC have been looking for a larger partner with whom to merge their existing market place.  The HCC market place is quite large, but not large enough to attract customers outside Hertfordshire.  Most of the contracts on the HCC market place are taken from the County Supplies Catalogue (renamed Herts Business Supplies [HBS]), together with all of the Central Buying Consortium (CBC) contracts.  The CBC is made up of seventeen Counties and Unitaries.  As a separate issue HCC are also seeking a means of engaging with their SMEs.

2.5 ODPM are concerned that large market places make it difficult for SMEs to become involved in e-procurement because the cost of joining one is between £5K and £25K per annum dependant upon the potential usage of that supplier or buyer.  ODPM gave the Improvement and Development Agency (I&DeA) the task of making market places more accessible. I&DeA have a market place, which is one of the larger ones, as it contains all of the Central Government contracts.  The Office of Government Commerce (OGC) tenders most Central Government contracts.

2.6 It now seems likely that the three market places will merge (HCC, I&DeA and @ukplc).  Herts CC have arranged that the ten Districts and Boroughs in Hertfordshire can join this consortium at very advantageous rates. The exact costs will not be known until the number of Councils joining is established, but the minimum annual maintenance, licensing and support costs to TRDC will be £9,500 and the maximum will be £13K per annum.  In addition to the annual revenue cost there will be an implementation cost of approximately £110K (spread over all Councils). 

2.7 Herts CC have applied, on behalf of all of the Districts and Boroughs, to the Centre of Excellence (East), who are funded by the ODPM, for a grant to cover the implementation costs and the first year’s maintenance.  The centre has indicated that this bid will be received favourably.

2.8 The Centre of Excellence (East) have made it quite clear that if the HCC funding bid is accepted, it will be on condition that all of the recipients of the funding will have to make a commitment, to put in the resources necessary to ensure that the project is successful.  TRDC have made it clear to HCC that apart from the upgrade to the Radius system, detailed below, that the only resource that will be available from TRDC will be officer time to facilitate the installation (mostly Accountancy, ICT and Procurement, plus training for all staff) 

2.9 This is an opportunity to acquire e-procurement for relatively little cost.  This opportunity may not be available again (we could join at a later date but may be asked to pay the full commercial rates).  Therefore, it is recommended that the Authority joins the Consortium as detailed herein.

2.10 There are two methods of connecting the e-procurement system to the Authority’s financial system (Radius Powersolve); a) connecting to the version of Radius Powersolve currently used by the Authority, or upgrade to the next version of Radius Powersolve. 

2.11 The advantage of not upgrading is that there is no cost but the disadvantage is that some of the functionality of Radius Powersolve  will be lost.  The advantage of upgrading is that the next version (Powersolve 2000) provides an XML gateway (which in simple terms allows differing software technologies and languages to communicate with each other), which allows the e-procurement system to check that funds are available.  The XML gateway also allows the automatic receipt of electronic invoices, which is part of the e-Government agenda.

2.12 Another probable disadvantage of upgrading to Powersolve 2000 is that it is likely that the server which hosts the finance system will have to be upgraded as it is currently nearing its maximum processing capacity. 

2.13 The cost of upgrading to Powersolve 2000 is detailed below.  The exact cost of replacing the server is not known as this will require a scoping exercise, but indicative costs are shown below.

2.14 It is requested that the Panel consider recommending that the upgrade to Powersolve 2000 and that a scoping exercise is undertaken to consider replacing the server supporting the financial system.  If these replacements are carried out as part of one of the objectives (e-procurement is a key outcome) of the e-Government agenda IEG monies can be used to implement the upgrades.   

3. Outcomes

3.1
It is hoped that this new approach will greatly improve available management information, reduce the cost of goods and contribute to the non-cashable Gershon savings detailed below.

4.
Reasons for Recommendation
4.1 All costs in the first year will be paid by the ODPM, apart from any upgrades to our existing infrastructure.

4.2 
If the recommendations of this report are adopted the resulting procurement will enable the Council to comply with a number of National Procurement Strategy targets:-

· All Councils to adopt e-procurement.

· All Councils to engage with their Small to Medium Enterprises (SMEs)

· Councils to assist SMEs in becoming e-enabled. As part of their offer to TRDC, @ukplc will approach all of our SMEs and offer to train them in e-procurement. Business Link, WENTA, etc often provide funding.

· Collaborative working with other L/As.

4.3 This implementation will also contribute to a number of Gershon efficiencies:-

· Reduce costs through use of all of the contracts that will be available on the combined market place. Initially the Council will have access to all of the OGC, CBC and HBS contracts. Eventually they will also have access to contracts set up by the other Districts.

· Saving in officer time in sourcing, seeking quotations and placing orders for minor requirements.

· Saving in officer time as e-procurement speeds up all aspects of the buy to pay process. It also eliminates 75% of the supplier’s errors as the purchaser raises the supplier’s paperwork for them as part of the process of placing the order.

· The management information that will be available will lead to greater efficiencies and will make it easy to know who the Councils SMEs are.

· The management information that will be available will enable the Authority to establish local P.Is. for procurement.

· Engaging in cross-organisational consortia.

4.4 The procurement savings that will result from this implementation are not easily quantifiable, but the Councils in Essex claim that it has saved them approximately 1% over three years, based on an average spend per Council of £15M per annum.  In the case of TRDC the spend is much smaller as most of our low value orders are in respect of Housing Maintenance and are therefore produced through the Academy System.  A conservative estimate of the saving in financial terms is £7K per annum.  However the main savings are in officer time.  At worst the system should pay for itself. 

4.5 At some time in the near future the Council will wish to adopt e-invoicing, this market place will provide e-invoicing automatically.

4.6 If the Panel decides that the upgrade to Powersolve 2000 and replacement of the server supporting the financial system are appropriate, funding could be provided from IEG funds as this would be in support of a key outcome.

5.
Policy/Budget Implications
5.1 The recommendations in this report are mostly within the Council’s agreed policy and budgets for 2005/6.  However if  the upgrade to Powersolve 2000 and the server replacement are included in this implementation, funds can be made available from the IEG4 grant.

6. Financial Implications

6.1 All figures are the most up to date information available at this time and may be subject to some minor adjustment.

Cost Implication

All Revenue
Current Year 2005/6
2006/7
2007/8 onward






Market Place
Nil
10,000
10,000

Upgrade to Powersolve 2000
2,000
  2,000
  2,000

Replace Server
Nil
Nil
nil

Cost Implication

All Capital
Current Year 2005/6
2006/7
2007/8 onward






Market Place
Nil
Nil
Nil

Upgrade to Powersolve 2000
23,000
Nil 
Nil

Replace Server
18,000
Nil 
Nil

7. Risk Management 

7.1 The risk to the Authority is low.  The main areas of risk include; 

· many of the Authority’s SMEs are probably not ready for e-procurement

· interfaces between Radius (the Council’s financial system) and the new market place

· and expanding the Authority’s current internet access to include the 25% of staff that do not have access.

7.2 These risks will be managed as the project proceeds.

  8.
Legal, Equal Opportunities, Staffing, Environmental, Community Safety, Customer Services Centre and Website Implications
  8.1
None specific.

9.  
Recommendation
9.1   To the Executive Committee

(i)
That the Council joins this consortium, on condition that there are no costs in the first year, apart from the cost identified at point 6.1 above.

(ii) That the Council gives a commitment to the Centre of Excellence, via HCC, that in consideration for the financial assistance that they are providing, that the Council will make resources available to ensure the success of this project. 

(iii) That the Council upgrades from the current version of Radius to Powersolve 2000.

(iv) That the Council carries out a scoping exercise with a view to replacing the existing server which supports the financial system.


Background Papers


  None


Report prepared by:
  George O’Sullivan Procurement Officer


The recommendations contained in this report DO NOT constitute a KEY DECISION.


APPENDICES / ATTACHMENTS

  None
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