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Introduction 

The purpose of this report is to inform the Committee of the recently published report 
“Review of Public Procurement in Scotland”, by J McClelland. 

The McClelland report complements the strategy and direction that the Council has 
previously approved in the reports of:- 

> Procurement Strategy P&R (Fin) 1/6/04 
> Developing e-Procurement P&R (Fin) 7/9/04 
> Procuring Change - Management Posts P&R (Fin) 31/5/05 
> Procuring Change:- Progress Report P&R (Fin) 8/11/05 

Background 

The McClelland report “Review of Public Procurement in Scotland” report was 
commissioned by the Minister for Finance and Public Sector Reform and was issued on 15 
March 2006. 

The remit of the review was to assess the status and provide recommendations on the 
following areas:- 

> Current structure and organisation 
> Current skills and capability 
> Current practices and procedures 
> Performance indicators and targets 
> Opportunity for improvements and new techniques. 

The public sector covers health, local authorities, tertiary education system, agencies, 
departments, non-departmental public bodies, and other publicly funded or owned bodies, 
eg, Scottish Water. 

The structure of the public sector is logical in terms of the delivery of service and local 
infrastructure but is organisationally and financially fragmented. This proves a difficulty in 
the ongoing availability of aggregated spend data and in terms of developing collaboration. 
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2.5 The spend within the public sector is estimated at approximately f8bn per annum. The 
public sector is an attractive client as it is characterised with a low bad debt exposure, 
potential for a long term business relationship, and clearly has a large spending power. 
Against this economic background the public sector needs to rationalise its approach to 
spending in the market and obtain value commensurate with its size. 

2.6 The importance of a strong and focussed procurement activity is becoming more significant 
as the procurement activity is identified as a major contributor to the savings targets sought 
through the Scottish Executive across the public sector. 

3 McClelland Findings and Recommendations 

3.1 Accountability and Governance 

3.1.1 Across the public sector the report identifies a range of shortfalls within the following areas:- 

> Conformance to Governance Principles - adherence to legislation 
> Priority given to Procurement - awareness and recognition of procurement 
> Organisation Structure - fragmented and lacking senior buy-in 
> Authorisation to procure - procurement through specifically designated officers 
> Business Conduct guidance - code detailing manner of contact with businesses 
> Procurement Audit - Emphasis on specific audit of procurement practices. 

3.1.2 The report detailed 18 recommendations with responsibility split between the various public 
sector organisations and the Scottish Procurement Directorate (SPD) within the Scottish 
Executive. 

3.1.3 The recommendations focus on the need for organisations to:- 

> Improve governance and awareness in the procurement process 
> Review organisations, seniority, structure, and authority of those officers engaged in 

procurement 
> Provide guidance in the conduct of business externally 
> Recognise that audit activity will focus on procurement activity distinct from other audit 

activity. 

3.2 People and Skills 

3.2.1 The report identifies a general shortfall in the number and level of skills in procurement 
across the public sector. There is an indicative guide of one ‘professional’ procurement 
officer per f l0-20m of spend. These officers include staff operating in central procurement 
units as well as staff in services who have a significant responsibility for procurement. The 
report highlights that given the priority attached to procurement, there is a need to invest to 
obtain the returns and savings targets sought. 

3.2.2 The 8 recommendations within this area focus on:- 

> The programme needed to identify, deliver and maintain training and education of 
procurement personnel 
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3.3 Procurement Practices and Business Processes. 

3.3.1 The report includes a categorisation for organisations to assess their position measuring 
their governance, resources and processes. 

The gradings are summarised as:- 

Level 0 - Non Comformance 
Level 1 - Conformance 
Level 2 - Improved Performance 
Level 3 - Superior Performance 

3.3.2 The report suggests that the majority of organisations in the public sector are currently 
grouped in Levels 0 & 1, as there are a number of basic shortcomings evident and at best 
the minimum requirements for operating an effective procurement service are present. 

There is an expectation that only a few organisations would be classified at Level 2, with 
none identified in Level 3. 

3.3.3 Highlighted are a number of areas for addressing which would enable organisations to 
determine where they rank, and what action is needed to improve their performance. 

> Information Reporting - Need to obtain and have access to data re-the procurement 
activity in organisations and across sectors. 

> User Groups - Need to ensure involvement and ownership of procurement from users, 
and increase their commitment through engagement in the specifications and 
evaluation of procuring goods and services. 

> KPl’s & Benchmarking - Need to develop a robust, standard basis of measurement to 
facilitate an organisation’s ability to target and measure its development. 
KPVBenchmarking would also aid cross-sector and national analysis of development. 

> Innovation/Advanced Procurement - The continuing need to develop procurement 
practices to meet the changing demands and environment allied to the goal of 
achieving superior performance. 

This includes a demonstrable means of proving adherence to EU guidelines, and 
addressing the demands of the public sector’s obligations under Corporate and Social 
responsibility. 

3.3.4 There are 17 recommendations in this area, which affect both individual organisations and 
the SPD. They are aimed at enabling the development and growth of best practice in the 
procurement function leading to a more effective and efficient service able to contribute to 
the savings and improvement targets identified. 



3.3.5 The recommendation focuses on:- 

0 A process for measurement and development of the procurement capability through the 
4 levels aiming at “Superior” performance 

0 The production of minimum standards for procurement practices and engagement with 
suppliers 

0 The production of relevant and informative management information, KPI, and a 
guideline “basket of goods/services” prices 

Raise awareness and training for EU legislation 

0 Recognise the Corporate and Social Responsibilities of the organisation 

0 The use of User Groups to inform procurement practices and design specifications 

3.4 Collaboration 

3.4.1 One of the major opportunities identified is the scope to introduce/extend collaboration 
across the sectors. Given the similarity of services provided across organisations it is clear 
that collaborative procurement can lever in efficiencies and savings with a limited need for 
compromise on the part of the services involved. 

Where collaboration currently exists, eg, ABC, it has a limited penetration and take-up by 
member organisations. 

3.4.2 To galvanise the procurement expertise that is available the report proposes classification 
of commodities into 3 levels in respect to the level of collaboration that should be applied:- 

A) National - relatively small number of high value commodities. Sourced by the SPD 
these contracts will have mandatory participation. 

B) Sector Specific - a number of high value commodities characterised as 
predominantly unique to a specific sector, eg, prosthetics for Health Service. These 
commodities would be sourced through a Centre of Procurement Expertise, which 
would be established for each sector. The contracts would have a mandatory 
participation. 

C) General Contracts - Commodities, which are neither National nor Sector specific, 
would be general contracts and the responsibility of local purchasing teams. There is 
clearly scope for local/regional collaboration where effective/beneficial albeit not to 
the extent of the collaboration in National/Sector specific commodities. 

3.4.3 The 6 recommendations focus on:- 

0 The establishment of Centres of Expertise 

0 The criteria for categorisation of contracts and the means of ensuring compliance 

0 The expansion of skills and strategy for procuring the respective commodities 



3.5 The report also includes 27 recommendations covering a number of areas which can be 
grouped as below:- 

TOPIC 

> National Responsibility for Direction of Procurement - The SPD’s role is extended to 
encompass leadership across Scotland, provision of guidance and policy for the public 
sector, and SPD should have the sole responsibility for procurement across the 
Scottish Executive. 

DATE ACTION 

> Major Contracts - significant spend and commitment by organisations is involved in 
contracts such as Capital Works/Outsourcing/lT/PPF and the report recommends the 
early recognition of the contribution by procurement to the success of such projects. 

> Procurement Information Systems - recognition that progress in procurement is 
underpinned by the use of an electronic commerce system to streamline processes, 
standardise the procurement cycle, enhance contract compliance, and provide 
consistent and robust information. The report proposes the use of EPS (Pecos) across 
the public sector. 

> Competitive Suppliers - The report recognises the importance of a thriving market with 
high quality, cost competitive suppliers in order for procurement services to achieve the 
improvements anticipated. The report seeks to simplify the business relationships 
between the public sector and suppliers and emphasises the need for all procurement 
activity to be more aware and involved in supplier management. 

3.6 The report recognises the variety of organisations involved in public sector procurement 
nationally and the need to provide clear guidance within the public sector to promote 
individual actions across organisations to achieve a common goal of improved public sector 
procurement. The establishment of a Public Procurement Reform Board is proposed with a 
prime responsibility to raise the standard of public sector procurement. 

The Public Procurement Reform Board should focus on activities to address the current 
shortfalls and a proposed timetable is detailed within the report. 

4 Future Development 

4.1 The McClelland report provides an impetus for enhanced collaboration across the public 
sector, improved recognition of the role procurement plays in an organisation, and raises 
the expectation of the savings/gains that procurement can deliver. 

4.2 Responses to the report’s 82 recommendations will now be developed across the public 
sector individually by organisations and in concert with each other. 



4.3 At present North Lanarkshire Council is involved in considering the expansion of ABC to 
encompass all 32 Authorities in Scotland and the proposal to submit an EGF bid to create a 
centre of procurement expertise, (Scotland Excel). 

4.4 A comprehensive consideration of the Council’s position and action in response to the 82 
recommendations will be undertaken in conjunction with the Procurement Working Group. 
This will aid the Council in determining the current status of procurement and identify the 
actions that need to be developed to drive the procurement transformation process across 
the Council. 

4.5 A summary of the most significant recommendations and the current status is shown 
below:- 

1) A Public Procurement Reform Board (PPRB) should be established. Status - The 
PPRB has been established with membership from across the public sector, including 
the Council’s Chief Executive as a representative from SOLACE. 

2) Review by organisations of their conformity to minimum governance and 
accountability standards. Status - a standard approach/survey is being developed 
through the PPRB. 

3) Centres of Expertise should be established. Status - A joint bid has been submitted 
to the Scottish Executive for EGF support for Scotland Excel to fulfil this role for the 
public sector. 

4) The use of eprocurement Scotland PECOS system should be extended to facilitate 
standardised approach, compliance and ease of engagement for suppliers. 
Status - The Council is engaged in a programme rollout of PECOS across the 
Counci I. 

5) The role and responsibility of procurement professionals should be set out and their 
contribution to developing the organisations procurement capability should be 
identified. Status -As  part of the response to the McClelland report the Procurement 
Working Group will prepare a strategy and action plan to achieve this. 

5 Recommend at i o ns 

The Committee is asked to; 

i) 
ii) 

Note the findings and recommendations of the McClelland report. 
Agree a further report detailing the Council’s actions and responsibilities be submitted 
to a future meeting. 

Director of Finance 

Members wishing further information please contact Mr Brian Cook, Head of Revenue 
Services, Tel:- 01698 - 302801. 


