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Dear  Mr Allison
SAVINGS FOR THE NATION – Supporting you in the achievement of efficiency targets

OGCbuying.solutions is targeted and measured on the level of value for money savings we facilitate for our customers - both in process and price savings.  Our target for 2007/8 is to generate value for money savings of £600m.    However, these savings are really attributable to the individual budget holders who collectively form our customer base.  Using independent benchmarking of our offerings we have calculated savings by each Council within your region, and have reported to all Local Authorities in England any spend and subsequent savings they have made via OGCbuying.solutions through the use of our frameworks and managed services.   I am therefore delighted to be able to notify you that from 1st April 2007 to 30th September 2007 the East Midlands RCE region achieved:


£1,100,312( of savings, based on a spend during the same period of £12,953,339.
Included as part of this total spend and total savings is the following information for spend and savings through SME suppliers:
£62,640 of savings based on a spend during the same period of £563,622.
These numbers cover Councils within your region that use our services (as detailed in Annex B).  All of these Councils have been made aware of their savings. 

Our total savings figure is reported to OGC directly as part of a consolidated annual performance report against their PSA target of facilitating £3bn value for money saving in central government by 2007/08.  Annex A identifies the specific amount which may be treated as cashable (price savings). The price savings have been calculated using independent benchmarking of our offerings and these can be claimed as part of the Councils in your region Annual Efficiency Statement (AES) return.

The process element of the savings have been calculated on the basis that much of the procurement effort is avoided through the use of our agreements – taking a portion of the total procurement costs as being that saving.  At present, these savings cannot be included in any AES return.

We are planning to develop our customer reporting capability to enable our customers to move towards triple line reporting i.e. reporting activity on social, economic and environmental aspects of your activities.  The highlighting of your region’s spend through SME’s (detailed above) is our first step towards this methodology in identifying the social aspects of your spend whilst the savings can, we believe, be declared under the economic heading.  We continue to work towards including information on carbon expenditure for those customers who use our fuel card product which will then enable you to report this under the environmental heading.  It is recognized that this development will take some time and we would welcome your thoughts on this approach. 
Finally, we are aware that most of the RCE’s will be reforming into the Regional Improvement and Efficiency Partnerships next year. Please ensure that you advise us of any new contact details.

Should you require further detail my team will be happy to discuss tailoring reports to meet your needs.

Yours sincerely
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STEPHEN HEARD

Director of Customer Relations

Copy to:

Roger Latham, Chief Executive
Annex A

Savings Table
	Total Spend (invoice value), £
	Total Savings, £
	Price Saving, £
	Process Saving, £

	£12,953,339
	£1,100,312
	£686,802
	£413,510


SME Savings Table
	Total SME Spend (invoice value), £
	Total SME Savings, £
	Price SME Saving, £
	Process SME Saving, £

	£563,622
	£62,640
	£37,669
	£24,971


Savings methodology and benchmarking for the Price Saving has been endorsed by the NAO and OGC

Process savings for all products/services is NOT currently endorsed by NAO/OGC.  We are working with OGC to ensure future process savings can be counted.
Savings figures exclude any savings made through use of Card Services, as these savings do not relate to spend amounts, rather to number of transactions.
The spend figure will include any spend you have made using Fuel Cards, but not spend made using GPC.

Any price savings made via use of our Energy offerings only relate to spend on electricity and gas.  Process savings relate to all Energy spend. 

These spend and savings figures now include some Facilities MI as returned to us by a subset of suppliers (therefore, may not include all the Facilities suppliers you currently use).  We are working to include all Facilities suppliers’ MI in the future. However, the average % price saving in this space when using Buying Solutions is 12%, and this figure may be applied to your overall spend on our total Facilities offering. 
The spend figure includes any spend you have made via the new Catalist branded Frameworks.  There was not enough data to correctly benchmark Specialist Solutions therefore savings made via this framework have not been highlighted as they would not contribute to your reported Efficiency Savings.

These figures will not include any spend or savings you may have achieved through BT Premier Value.  This is a standard BT contract, governed by an MOU, in which the whole of public sector is treated as one customer therefore MI relates to whole contract - not individual customers.  It is not a standard Buying Solutions framework.
SME's are defined by 0 - 249 employees.  

( These savings are subject to conditions as highlighted in Annex A
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