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1. Introduction

CMFT has a total operating budget of £890m (2013/14) of which £310m relates to non-pay goods/services.

In 2007 the Board approved a Procurement Strategy and since then has received Annual Updates supported by scrutiny at both Executive Director of Finance and Divisional level.

This Document sets out the overarching direction for the next 4 years and seeks to build upon the progress already achieved.  

2. Progress over the past 10 years 

It is difficult now to imagine the non-pay management arrangements in place before 2003 where individual Departments were making purchasing decisions in isolation supported by a small central processing resource and with no capture of information. 

The migration to the Oracle Finance/Procurement System in 2006 combined with the extension of a full materials management service have been critical decisions. The Procurement Department has grown in both capacity and capability through the creation of professional cataloguing and purchasing functions joining existing material management and accounts payable teams. The result is a function which deals with all aspects of Purchase to Pay from ‘I want’ through to ‘Received and paid for.’

The integration of accounts payable within Procurement since 2007 has enabled us to consistently meet 30 days payments targets and in the case of Small Medium Enterprises (SMEs) over 80% are paid within 10 days, thus contributing towards local economic regeneration.

The Trust has achieved a level of integration of procurement activity that has been nationally recognised as an example of best practice for the NHS. This has been further confirmed by Hospitals in France; Saudi Arabia and the USA seeking to learn from our achievements. 

The magnitude of this progress is evidenced in the following 6 key areas:

1. The Trust has paperless ordering systems including a self-service electronic catalogue.

2. Extensive materials management services (including within theatres) relieve clinical staff of the majority of operational procurement responsibilities.

3. Budget holders have access to professionally qualified purchasing staff working on a dedicated Divisional basis to facilitate non-pay Trading Gap delivery opportunities.

4. The Trust deals with its suppliers in a professional and integrated way with contracting; cataloguing; ordering and payment fully unified. Clear Guidance is published to enable and support suppliers working with the Trust.

5. Zero-inflation strategies have delivered over £5m of benefit over the past three years and been recognised by the Department of Health as the most advanced in the NHS. 

6. We have collectively achieved over £16m of cash releasing savings excluding inflation since 2007.

The Trust now has an opportunity to continue its commitment to and investment in procurement enabling us to consolidate progress moving towards a strong ‘best in class position’. This progress will support the Trust as it continues to develop. 

3.  Procurement Strategy 2013-2017

The following 10 key themes comprise the Procurement Strategy. 

This number reflects both the breadth of the procurement agenda and also the range of challenges that the Trust faces in delivering sustained non-pay performance and improvement:

	No.
	Area / Topic
	2013
	2014
	2015
	2016
	2017

	1
	Corporate and Divisional ownership
	
	
	
	
	

	2
	E-Commerce
	
	
	
	
	

	3
	Reporting
	
	
	
	
	

	4
	Integrated supply chain
	
	
	
	
	

	5
	Purchasing and Contract coverage
	
	
	
	
	

	6
	Product selection & range managem’t
	
	
	
	
	

	7
	Supplier management
	
	
	
	
	

	8
	Risk management and compliance
	
	
	
	
	

	9
	Resources and competencies
	
	
	
	
	

	10
	Sustainable procurement.
	
	
	
	
	


Key: Amber = continuing development towards full delivery across all elements; Green = full delivery
1. Corporate and Divisional Ownership
The Trust needs to refresh its governance arrangements by:

· Building upon the recognised non-pay service and Trading Gap reporting at Divisional level by improving dashboard arrangements 
· Continuing to develop the role of the Trust wide Procurement Evaluation and Theatres Procurement Groups
· Offering budget holder access to high quality benchmarking information 
· Continue to benefit from Non-Executive input and experience sharing

2. E-Commerce

The Trust needs to recalibrate its procurement processes and in particular:

· Maximise electronic invoicing by suppliers direct into the Oracle system.

· Achieve the optimum level of Catalogue coverage and continue to reduce Non-Catalogue requests.
· Adopt GS1 product bar coding technology for the majority of consumables and equipment.
3. Reporting

The Trust will adopt:

· National Key Performance Indicators

· National Procurement Standards

In addition to continuing to develop local reporting for:

· Divisional dashboards

· Trading Gap performance

· Payments performance

Divisions will receive improved tracking of non-pay spend and Trading Gap performance with the emphasis on more real time information rather than the current retrospective analysis. 
4. Integrated Supply Chain
The Trust will continue to improve the integration of its supply chain by:

· continue to build upon its successful relationship with NHS Supply Chain 

· Utilise its E-Commerce and Purchasing capability to work with other distributors and supply chain providers to sustain competitive tension

· Further reduce the divide between stock and non-stock products to create a seamless catalogue that ensures that at all times users have access to the appropriate lowest cost products.

· Stock management systems will be developed to link into patient costing/service line reporting ensuring that non-pay elements of procedures are more visible along with any inventory held within the Trust.

· Work with our Sodexo partners to better co-ordinate goods deliveries at ward level and reduce the number of individual daily deliveries

5. Purchasing and Contract coverage
The Trust will continue its ambition that the provision of all non-pay goods and services is professionally managed by

· Continuing to increase the level of Contract coverage from the current 70% to 80%.

· Ensuring that all key categories of spend have an appropriate sourcing strategy agreed with stakeholders.

· Ensuring that maximised Contract coverage drives increased Catalogue coverage and therefore delivers improved Compliance. This has been and will remain the core driver of our procurement strategy as delivery reduces risk and maximises savings opportunities. 

6. Product selection and range management
The Trust will create a Formulary for all key goods and services similar to that achieved for drugs by:

· Proper planning and effective evaluation pre-purchase

· Business planning to identify equipment replacement

· Standardisation of all commonly used items across the Trust

· Implementing and upholding more controlled arrangements for supplier access to both the site and to Trust staff

7. Supplier management

The Trust will continue to implement supplier management strategies that:

· Improve relationships with suppliers through mutually agreed Supplier Plans with key providers

· Seek to control the continual increase in the supplier base. The Trust is a dynamic organisation and inevitably new suppliers will be required but with the introduction of a Formulary will be maximised to reduce the existing supplier base.

· Develop our Supplier Database during 2013-2015 to ensure it provides a comprehensive perspective on all key issues relating to our suppliers.

The Trust already has a supplier base of over 2,700 and therefore should not continue to expand as it makes the challenge of effective supplier management even more difficult.

8. Risk management and compliance
The Trust must achieve compliance to European Procurement Law (as enshrined in UK Statute) along with upholding its own Standing Orders & Financial Instructions. The Trust will

· Risk rate all significant projects

· Ensure that purchasing staff are fully trained in the requirements of procurement law and able to advise Trust staff on compliance/risks. 

· Maintain our strong record on product safety and regulatory compliance
9. Resources and competencies  

The Trust will need to ensure that the capacity and capability of its Procurement function is both maintained and developed despite the challenging workload pressures and Trading Gap targets. This will be achieved by:

· Maintaining the cost of the function at c.0.15% of Trust turnover - -this is in the lower quartile for similar Trusts. 

· Continuing to invest 1.5% of the Departmental budget in training and development activities equating to c£500 per wte per year.

· Achieving 75% Membership of the Chartered Institute of Purchasing and Supply for staff undertaking purchasing/materials management roles. 
· Take a lead role in North West Procurement Development Office initiatives to better equip Trust purchasing staff for the future skills required as well as developing effective succession planning.

· Seek to recruit the best candidates for roles within the Department by promoting our recognised status and emphasising the unique range of opportunities that CMFT offers. 

10. Sustainable procurement 
The Trust’s Governors Corporate Citizenship Group has lead the way in encouraging the  use of the Trust’s purchasing power to benefit locally based suppliers and SMEs in particular. This will be developed further during the 2013-17 period by

· Adopting the Government’s target that 25% of spend should be with SMEs (in 2012/13 it was 12%).

· Increasing the share of spend with Greater Manchester/North West based suppliers to 30% (in 2012/13 it was 22%).

· Reducing the procurement generated carbon usage by 10% given that it is estimated that around 60% of a Trust’s carbon demand will be procurement related. 

· Formalising our links with Manchester University/Manchester Metropolitan University and Manchester City Council through a Manchester Corridor Procurement Group with a £1bn non-pay spend. 

The Department of Health have recently issued a national direction of travel document for NHS Procurement – this is attached as an Appendix.

CMFT will continue to work with external partners on both a national and regional basis to deliver the Trust agenda whilst supporting wider initiatives. 

The 10 key themes whilst enhancing the operational effectiveness of the procurement service will also ensure that Divisions are better supported in achieving further non-pay savings of £20m over the 4 year life of this Procurement Strategy.  This will enable the Trust to protect over 500 posts over the 4 year period.

4. Conclusion

The Trust already has a level of non-pay performance that most of the NHS would envy. 
The Procurement Strategy 2013-17 lays the foundations to push even further and sets the direction to deliver this enhanced opportunity.
5. Recommendation

Board approval is sought for this strategy.

Appendix 
To brief the Board on the recently released Department of Health Document- Better Procurement, Better Value, Better Care: A Procurement Development Programme for the NHS
On 5 August 2013, the Department of Health and NHS England published Better Procurement, Better Value, Better Care: A Procurement Development Programme for the NHS. This paper sets out how the NHS is to radically improve procurement capability in order to reduce costs, ensure value for money, and improve patient outcomes. As the title suggests, the key element of the paper is the launch of a NHS Procurement Development Programme to guide and support NHS organisations to make the changes needed. The programme contains four integrated initiatives designed to embed world class procurement across the NHS: 

      1. delivering immediate efficiency and productive gains;

      2. improving data, information and transparency;

      3. improving patient outcomes at lower costs through effective clinical input; 

     4.  the creation of a new ‘centre for procurement development’ to improve leadership and 

 

The NHS Procurement Development Oversight Board will be created to oversee the programme. This will be a high profile organisation chaired by the Parliamentary Under-Secretary of State for Health. 

 

It is also planned that a "Procurement Champion" will be appointed to drive the changes required to ensure the modernisation and accountability envisaged by the programme. This person will chair a new NHS Procurement Delivery Board, which will steer and deliver the programme. This Delivery Board will ensure all organisations are working to a common strategy for NHS procurement, drawing in private sector expertise and best practice. 

 

For more detail, Better Procurement, Better Value, Better Care: A Procurement Development Programme for the NHS is available at:

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/226443/Procuring_for_growth_and_value_Accessible.pdf 

Programme Implementation and actions

Over the next 12 months, we will put in place the following actions to ensure the NHS is able to deliver and meet the challenge.

The NHS Procurement Development Programme

Establish the Procurement Development Oversight Board

Appoint a private-sector Procurement Champion

Set-up the Procurement Development Delivery Board

Delivering immediate efficiency and productivity gains

Implement initiatives to support the NHS in combating inflation

Develop Key Supplier engagement with suppliers who do the most business with the NHS

Identify immediate opportunities through NHS Supply Chain to leverage NHS purchasing power

Focus on establishment costs and learn from central government initiatives

Establish quarterly price comparison on a rolling basket of 15 products

Improve Data, Information and Transparency

Launch a NHS Procurement Dashboard

Require all trusts to publish all procurement data, including opportunities, expenditure and contracts on their websites

Develop the specification for a single NHS spend analysis and price benchmarking service

Publish an E-Procurement strategy

Launch NHS GS1 data pool

Improving outcomes at reduced costs through Clinical Procurement Review Partnerships

Establish new multi-disciplinary Clinical Procurement Review Partnerships (CPRPs)

Combine commercial and clinical outcome data to engage Clinicians and inform change

Implement the clinically led approach to procurement in one region.

Improve Leadership and Capability

Provide a package of support for non‑executive directors and finance directors

Work with Royal Colleges to develop clinical leaders’ awareness of procurement

Work with the Chartered Institute of Purchasing and Supply and the Health Care Supply Association

Establish Procurement Development networks at regional/trust group level

Launch NHS Centre for Procurement Development including the Academy of Procurement Excellence.

Contribution to Economic Growth

Implement recommendations from Lord Young to support SMEs win public sector business

Launch a new set of NHS Standard terms and conditions for the supply of goods and services

Work with AHSNs to develop practical actions to help the NHS adopt innovation

Establish a series of reverse procurement fairs to stimulate innovation from SMEs

