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Commercialism - Is it just a state of mind?
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The ever-increasing demand for public services is
putting local government under tremendous
pressure to deliver quantity as well as quality. But
where will the required resources come from? And
how will they be funded?
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reducing expenditure, is no longer feasible. This
leaves revenue generation as the only option. There
is considerable pressure to become more
‘commercial’ with assets and to create greater
revenues. Job ads regularly appear for Commercial
Service Managers or even Directors offering
significant salaries to attract the ‘best’ from the
private sector. But is this approach realistic? What
analysis has been made of maximising existing
resources and cost base?

My reason for posing these questions is that, while
there are some excellent and notable examples of
entrepreneurial skills being used to create revenue
streams, there is also plenty of mediocrity too.
Revenue generation, for some, is simply a case of
increasing charges as a means of earning more
money. This may work for some areas where
demand is inelastic and/or a monopoly situation

exists, but in others it can result in revenue being

lost. Hiking car park charges or increasing the rigour
of parking enforcement may increase revenue in the
short term, but it may also deter people from
visiting shops and businesses resulting in them
leaving the area. HM Treasury still does not see that
tax increases often reduce revenue and that
generation is about gaining new revenue streams
from both assets and facilities.

On the cost reduction side, so much more can be
achieved through far smarter commissioning,
procurement and contract management. Yet even
really good public bodies are obsessed with
compliance to the point ‘doing a deal’ is just a
secondary aim. As to contract management, the
conventional wisdom is that contracts are just legal
documents rather than business assets. Yet very few
lawyers make good deal makers.

So where to find entrepreneurial and skills, apart
from recruiting in the private sector? The answer is
that they are all around us; you can’t study for them,
so no amount of MBAs, MCIPS or first’s in Business
Administration will make someone into an
entrepreneur. Indeed, some of the best that | have
encountered are found in the low to mid echelons of
organisations. They have ideas for changing things
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energy is directed into external pursuits. One civil New NAO Guide , o
C ial and contract Nasoral Auit OFfce.
. insights and emerging best practice Sl
servant | knew, was deemed hopeless and lacking The National Audit Office (NAO) published some

effort at work, but, as | discovered, he won excellent guidance at the end of last year called

countless awards for his work on growing plants,

Brexit and the 4 . o ) o ' Commercial and contract management: insights and
\ Supply Chain including introducing new varieties of vegetable! emersing best practice.
Basically, he had switched off at work, and

channelled his energy into other interests. The Civil The guidance is the most comprehensive produced
Disruption 6 Service HR people did not make the connection that in recent years and is an absolute must for any s
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The message is very simple, any organisation that The Crown Commercial Service (CCS) has a strong
Back.nge 1 0 wants commercialisation needs to look internally track record of delivering some incredible outcomes
m first and to encourage and develop people to with its work on fleet standardisation and e-auctions.
innovate and be ‘disruptive’ (in the business sense). Another e-auction is planned for this coming July. To
Simply targeting those people who on paper understand more about this opportunity and how to
SPS understand the theory of commercialisation does get involved, download the briefing sheet here.
not mean that they have the talent to go beyond the

blindingly obvious. The old adage of “with every pair The means of financing fleet purchases is often

. problematic, so we have made available an excellent
of hands comes a free brain” has never been more

document produced by the London Commercial

A Bluemarble Group Company apt. Talent exists in so many areas in all sectors, yet
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A fresh perspective

Problems?

Debbie Metcalfe LLM MSc MCIPS

Understanding and identifying first-tier suppliers is

no longer adequate. Today’s supply chains are highly
complex and intertwined, spanning not only Europe
but the rest of the world. The system that provides
visibility and recognises risk in supplier networks is
known as ‘supply chain mapping’.

What is a supply chain map?

A supply chain map is a visual representation of an
organisation’s supplier network. Maps are usually
geographical but can be an intellectual network
design.

How does supply chain mapping work?

A supply chain map is a fluid, organic system, where
data changes frequently. To manage these ever-
changing systems, proficient databases are required
which link suppliers at all tiers globally. This provides
stakeholders with visibility of, and access to, the data
and allows all users to have the same understanding
of the supply chain and any potential external
impacts. The database holds master data of all tier

suppliers, providing high-level insight into the

Is Brexit an Opportunity to Solve Supply Chain

Read, enjoy and share:
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relationships between companies, products, quality,
logistics etc. This information creates the supply
chain map.

Do we map our supply chains?

The answer to this is, not as effectively as we should.
Independent research commissioned by Achilles
Information Limited indicated 40 per cent of

businesses in the UK have no information on second
-tier suppliers and |18 per cent of companies in the
UK hold no information on second tier suppliers
across the world.

Brexit: An opportunity to improve supply
chain mapping and solve structural problems?

All organisations in the UK must plan now for
Brexit. It is essential to prepare and maintain a
transparent picture of where supply chains come
from. Such an approach is fundamental in managing
risk, maintaining security of supply and value for
money and preparing for what will happen to them
post-Brexit.

Continued >>
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Contents Organisations must develop strategies that will allow
1 them to trade internationally post-Brexit, no matter
which trading model the UK ultimately adopts. This
is why supply mapping and scenario planning is

A v;z:dE];:?;?’ 2 crucial. Organisations need transparency in their
supply chains to identify what their secondary

exposures are when conducting business with

Europe, for example what raw materials might
increase in cost?

The recent Tesco and Unilever price dispute

Disruption 6 concerning household brands such as Marmite may
well be settled, but this has highlighted the
vulnerability of businesses in a post-Brexit Britain

Latest News and 8 and the urgent need for resilient supply chains.
W It could be considered that Brexit is a great

opportunity to address supply chain vulnerability and

Back Page 1 0 solve structural supply chain problems that already
Briefing exist in the system and begin to manage the creation
of competing supply chains by mapping them out.

This is the opportunity for organisations to ‘put

their house in-order’ and map out new agile,

s P s collaborative, risk-averse, value-driven supply chains.
Now is the chance for organisations to find supply
chains outside the EU that offer innovative, viable

and attractive solutions.
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Debbie is an EU Public Procurement consultant and
trainer at Achilles Information Limited. Debbie is
responsible for the development and delivery of EU
Procurement training and consultancy advice in both
the Public and Utility Sector.

Debbie has worked in a large NHS Trust in the
West Midlands and for two NHS Group Purchasing
Organisations at a senior level for over |5 years,
having the experience of procuring products and
complex multi-million pound services for over 90
NHS Trusts’ in the North West, West Midlands, and
North Central London. As a senior category
manager Debbie has defined and developed EU
compliant collaborative Procurement strategies
delivering millions of pounds of sustained leveraged
benefits for NHS customers. Debbie has provided
consultancy services with many organisations
including the Ministry of Justice (MoJ) London, and
presented at the Palace of Westminster, the Global
Revolution at Nottingham University and numerous
CIPS branch events and conferences.

Debbie has achieved a Master’s Degree in
Procurement and Supply Chain Management (MSc),
is MCIPS qualified and has also achieved a Masters of
Laws in Public Procurement Law and Policy (LLM),
from the University of Nottingham under the
direction of Professor Sue Arrowsmith.
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frowned upon and is commonly associated with
negative events such as road works and industrial
disputes. To others, it is a godsend, broadening
consumer choice, reducing costs and driving innovation.

Disruption is not a new concept, it has been with us
since the early origins of the human race when
significant changes occurred. From the introduction of
mechanisation in textiles in the early 19th Century
(opposed by the fictitious Ned Ludd), to the rise of the
Internet in the late 20th Century, disruption is
commonplace and few would argue against it as it is
synonymous with progress. The rise of Uber and zero
hours contracts is the latest manifestation that is still
identified as an ideological matter rather than one of
cultural change management.

So should Procurement be in the business of
disruption? | have been involved with two projects
that sought to disrupt markets. Partners in Parking
(PiP) saw success. Spearheaded by Westminster City
Council, the project ensured that chip and pin
replaced cash for on-street parking machines. The
other project was to challenge Zurich’s monopoly on
the local government insurance market. The
challenger, London Assurance Mutual Ltd (LAML)
achieved great results by creating a new mutual,

before it was forced to close following a High Court
ruling in 2010. In both cases, the projects

Read), enfoy and share.
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encountered resistance from both internal and
external sources fearful of the changes that were
about to be created.

In recent years | have been highly critical of how
negative the procurement profession has become, not
just in its outlook, but in its obsession with
compliance and box ticking. Focusing on what can’t
be done because of a regulation, rather than what can
be done to achieve a result is a common occurrence.
The headline from Supply ManagemeMarch 2017)
reads “How to survive Brexit, and avoid your own
Marmitegate”. It is a depressing read, with everything
couched in terms of the need for risk management
and worry about suppliers increasing their costs as a
result of foreign currency exchange fluctuations.

Let’s analyse this in more detail. First, ‘Marmitegate’
was nothing but a try-on for a price hike. Pick a nice
round number, say 10%, send a demand to a
customer, blaming currency fluctuations caused by
Brexit (or the weather) and wait for your revenues to
grow as a hapless buyer feels powerless to act. Only
problem is don’t do this to Tesco and don’t pick a
product that is UK sourced and manufactured.
Message to all buyers - currency fluctuations
are not new and variations always go in both
directions.

Ten years ago | recall the Dell Corporation seeking a
currency variation clause

Continued >>
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in the contract to protect them from unforeseen
currency changes. It seemed fair a request if the shift
was over 5% against them, but then conversely a shift
in the other direction should surely attract a rebate?
You would be wrong. Only an ultimatum to accept a
two-way clause or be booted out of the competition
forced an agreement.

Turning to risks. Yes, there are risks with Brexit, but
there are also opportunities too. There were risks to
supply chains in 2001 when we did not join the Euro.
Claims were made that costs would rise and companies
would not trade with us if we did not ditch Sterling.
Today, only the most fanatical European federalist
would advocate joining a currency which operates a
one size fits all to interest rates and borrowing and has
proved an unmitigated disaster for our ‘ClubMed’
colleagues (Greece, Italy, Spain, and Portugal).

Supply chains that are inflexible to change and
suppliers that are always on the lookout for a price
hike need to be disrupted quickly. Brexit, regardless of
whether you support it or not, is a time for creating a
revolution in our business relationships by:

0 refusing any extension to existing contracts for
any contractor who tries on the price increase
routine;

Ox

seeking new or local suppliers to enter markets to
disrupt the status quo;

Read,; enjey ane Share.
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(@2

in-sourcing requirements or joining together with
other organisations to create shared contracts and
invoke the massively under-utilised negotiation
leverage;

0 challenging all requests for price hikes and seeking
robust scrutiny with the presentation of
demonstrable evidence to justify them;

~

O negotiation.

All too often the procurement department is seen as
a soft target, particularly by global firms, as the
procurement team fear being criticised for being
‘unfair’ or receiving a letter from a lawyer threatening
all manner of sanctions. Yet Tesco buyers were
having none of this nonsense — trying to pass on a
price hike to them so that it could then be absorbed
by customers was seen as equally unfair.

All businesses are presented with disruption of some
kind almost every year. They manage the risks and
even turn it to their advantage. The procurement
profession needs to do the same. A ‘seat at the top
table’ should go only to disrupters, people that strike
deals and that are capable of recognising and
managing change to the advantage of their employer
and its customers alike. We live in an age of
disruption — we should look to history and embrace
it, not fight it.
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The IACCM has recognised that the courses train a number of years in collaboration with EELGA and are dvi & .
Di . candidates to a level equivalent to their own delivered by Ken Cole from SPS/Bluemarble. Sl RS WD) &)
isruption (@ 0Fundamentals of Contract prdgammesayBeconimissidried ditkécly frofh SPSYG N | Worldwide, cross-industry
This allows candidates who complete these through EELGA and are now supplemented by a audience of practitioners,
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IACCM and to continue on their professional successful pilots with the district councils in Brentwood,
development journey with further IACCM courses if Watford and Three Rivers. The IACCM has members who
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Contents 1 NEPRO Accreditation Updated Services
We are pleased to announce that SPS has nepro Commercial Contracting Challenge - now successfully piloted with

recently been accredited by the North East two customers. To speak to us about the Challenge or register for
Procurement Organisation (NEPO). Read one of our webinars, please click here.

A word from 2 dited l
\ our Editor more here. geeleglicd SUpplien IACCM endorsed Contract & Relationship Management programmes
(See page 8) - C&RM In Action and Advanced C&RM.

This means that any member or associate member of NEPO can call-off our

Brexit and the services and programmes, including the new Commercial Contracting The ability to write effective specifications is a crucial part of not just
\ Supply Chain 4 Challenge or simply ask us to quote for a procurement, contact getting the right product or service, but also the right contractor at
management or commissioning requirement via the NEPRO service. the end of the process. Our Specification Development programme is
Any member or associate member of the North East Procurement available as a full or half-day event.
Disruption 6 Organisation (NEPO) can us.e NEPRO’s services. Furthermore, any public Terry Ashmore Retires
sector can become an associate member of NEPO.
Terry Ashmore, the Managing Director of Coding International has

recently retired after nearly 30 years working in the coding and

Pan Essex Counter Fraud Project classification business. He could arguably be described as the ‘UK’s Mr
A Collaborative Commissioning Project supported by EELGA and Ken Cplé&©ding’ with an encyclopaedic knowledge of both UK and

international coding hierarchies.

The Audit Commission estimated in a study published in 2013 that between )
Back.nge 1 0 3% and 1 1% of any discounts, reductions and exemptions claimed against Some readers may recall him as the manager of the NSV Centre a part
Briefing of the NHS Supplies operation which was responsible for the upkeep

Council Tax are either incorrect or fraudulently claimed. There are also i A
other taxes and benefits that are fraudulently claimed and management of the NHS’s NSV coding structure. He led the bid
’
@Buenanle which saw NSV adopted as the UK central government standard in

contributing to a significant loss to the public purse. In | &5 v cmersmosaen Co ) )
2014, 15 Essex based local authorities agreed to tackle 1992, W_h'Ch it reta!ned until |9_99' H? the.n led the manz.lgement
SPS this problem collectively. They wanted a simple, easily buyout in 209I which aIIoned it to dlver-'5|fy and offer clients a broader
range of services. He was instrumental in the development of

implemented, user-friendly system which allowed them

to search information in order to identify anomalies,

such as redundant discounts or multiple benefit claims.

The system had to be low cost providing a clear return | : We would be delighted to pass on any messages you have for Terry,.

on investment to all the participating authorities. We wish Terry a long and happy retirement which | am sure will

‘ Bluemarble Read more here. include many more adventures sailing his boat, Wind Gypsy. 9
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ProClass in 2005 which became the standard classification for local
government a year later.
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Having a discussion about coding and classification
structures, version control and mapping conventions is
an instant way of getting that ‘glazed over’ look from
colleagues and inviting accusations of being an ‘anorak’.

Yet coding and classification hierarchies remain
integral to many commercial aspects of commission,
contract management and reporting, including:

O

management reporting through financial systems,
P2P and contracts registers

0 expenditure analysis

O category management (core and non-core)
O supplier and provider classification;

O data mapping

Luckily, for those needing help in these areas, help is
at hand. One of the UK’s best kept secrets has the

people, expertise and off-the-shelf solutions at your
disposal, all built up over the last 30 years.

Based in Southampton, Coding International Limited
(CIL) was formerly a part of the now defunct NHS
Supplies Authority and was known as the ‘NSV
(National Supply Vocabulary) Centre’, it was
eventually subject to a management buy-out in 2000.
NSV first achieved wider recognition in 1991 when its
NSV coding structure, used by the NHS, was adopted
as the new standard for central government following
a six-month commercial evaluation. Under the CIL
brand it became the operational lead in 2007 for
ProClass - the local government procurement
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classification used by over 80% of English councils.

So what makes CIL unique? The main benefits are
the expertise of the CIL team and the range of
mappings that it has its disposal. Not only do the
people ‘know their stuff, they can also map data in a
short space of time and at a fraction of the cost
charged by many consultancy firms. Organisations
such as the Aster Group found out the value of CIL
in 2015 when it successfully mapped ProClass to its
ledger codes for its finance system in under two
weeks. Read the case study here.

CIL’s website, is an Aladdin’s cave of resources and
case studies. Sadly, CIL suffers from a lack of
exposure for the following reasons:

O The subject is deemed ‘boring’ or a technical issue
meaning that it is ignored or given to the IT
department to sort out

0 Organisations often employ consultants to advise

on coding and classification, who often charge to

do work that has already been done by CIL and is
already in the public domain

0 The importance and value of coding to the
business, particularly in the setup of financial
systems, is not understood and often undervalued

The good news is that Operations Manager, Rob
Jefferies, is an email jeff@codinginternational.com or
phone call away 02380 55411 |. Why not check them
out today and see what your organisation is missing
out on.
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