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Executive Summary

Equipment is an important component of the £3 billion per annum which UK HE spends on goods and services each year.  Much of this equipment remains in operation for long periods of time, with the result that its lifetime operating costs – much of which is energy and water consumption - greatly outweigh the initial purchase costs. Because – under devolved purchasing procedures - most equipment purchases are handled at departmental or faculty level it is very easy for buyers to focus on the capital costs (which comes out of a grant or other academic budget) and ignore longer-term operating costs. This case describes a successful attempt by the University of Edinburgh to overcome these problems by training devolved purchasers in whole-life costing techniques, and creating a buyer who specialises in equipment purchases.

WLC focuses on identifying all costs associated with the purchase, from initial acquisition through use and maintenance to final disposal. HE-specific software has been developed to support this activity. Edinburgh now stipulates that WLC must be considered for all purchases over £25,000 and provides training for academics, administrators and others in applying the WLC approach. 

A key equipment purchasing unit, the Medical and Veterinary Medicine Faculty Group (now College) also agreed to fund the salary of an Equipment Procurement Manager, based on the expectation that the costs will be more than offset by the financial benefits of more effective purchasing. 

The University believes that these initiatives have already reduced the financial and environmental costs of equipment purchases and plans to extend WLC to other areas. The case also shows how training academics and administrators in the use of WLC enables good procurement practice to be reconciled with devolved purchasing.
1. Background

The UK higher education sector spends over £3 billion per annum on goods and services.
  Many individual HEIs are also substantial purchasers in their own right - Leeds Metropolitan University has an annual spend of approximately £95 million, for example. This level of procurement has a major potential influence on HE environmental impacts, notably by:

Favouring equipment or materials which have less of an environmental impacts than alternatives

Using purchasing power to encourage environmental improvement by suppliers.

To overcome these problems, many HEI’s have incorporated ‘green’ or ‘sustainable’ purchasing elements into their environmental policy whilst others have gone a stage further and developed specific green purchasing strategies.  For example, the University of Edinburgh has developed a sustainability policy and adopted best practice purchasing procedures (see Appendix One & Two).
However, there are a number of barriers to sustainable procurement and nowhere more so than the area of equipment purchases. Much of this equipment remains in operation for long periods of time, with the result that its lifetime operating costs greatly outweigh the initial purchase costs. Much of this operating cost is energy and water consumption. However, because – under devolved purchasing procedures - most equipment purchases are handled at departmental or faculty level it is very easy for buyers to focus on the capital costs (which comes out of a grant or other academic budget) and ignore longer-term operating costs (much of which will, in most HEIs, come from Estates or other budgets). Indeed it is not uncommon for buyers to save a few pounds on an equipment purchase, at the expense of thousands or tens of thousands of utility and other operating costs over its lifetime. This obviously leads to unnecessary environmental impacts as well as excessive financial costs. One solution is, of course, for procurement staff to have an advisory role but this can be difficult because they don’t fully understand the function of the equipment that needs to be purchased.

This case describes a successful attempt by the University of Edinburgh to overcome these problems by training devolved purchasers in whole-life costing techniques, and creating a buyer who specialises in equipment purchases.

2. The Initiative

The University of Edinburgh gives up to 100 purchasing centres, across 20 Schools and 20 central departments, the authority to purchase items up to £100,000 in cost.  Buyers are encouraged to seek the advice of procurement staff on major purchases but as with other universities, this does not always happen, or result in advice being taken. As a result, only around £3 million of the university’s £20 million plus equipment spend had an active involvement by the Procurement Office in 1998. 

This situation was a surprise to Karen Bowman, the university’s recently appointed Director of Procurement. She observes that “When I came to the HE sector from the NHS in ’98, I was surprised that, for research equipment in particular, a ‘capital and revenue’ approach was still in practice and worse that sometimes the maintenance element was not fully funded, so that highly technical equipment was not being optimised during its life”. The response was to introduce training in whole life costing techniques and software for devolved purchasers, and to persuade the key equipment buying area of medical and veterinary to fund a specialist procurement post.

Whole Life Costing

The WLC approach aims to create a level playing field for purchase decisions by explicitly considering three elements: qualitative judgements; fitness for purpose and the lifetime costs of any purchase. This can result in buyers ending up with a purchase which has a better combination of functionality and cost than they were previously considering. 

The costing element of WLC involves identifying all costs associated with the purchase, from initial acquisition through use and maintenance to final disposal (which is significant for equipment containing hazardous materials). In the HE sector this can be done through use of software developed by the Glasgow-based Joint Procurement Policy and Strategy Group (JPPSG), a HEFCE-based initiative to support improvement in procurement practices. 

The Procurement Office now stipulate in guidance material, and in training for new researchers, administrators and heads of departments, that WLC must be considered for all purchases over £25,000. As a result, they were involved in £23 million worth of equipment purchases in 2000. 

To support this change the JPPSG software tool has been made available on the university’s Intranet. Regular free training in its use is provided to academics (see below). Devolved buyers are also encouraged to become expert in its use by, amongst other things, studying for procurement-related NVQ qualifications that cover the topic.

Specialised Procurement Staff

The Medical and Veterinary Medicine Faculty Group (now College) have also agreed to fund the salary of an Equipment Procurement Manager, based on the expectation that the costs will be more than offset by the financial benefits of more effective purchasing. The appointee, Andy Kordiak, is accountable to the Director of Procurement but dedicated to the College. His objectives have been:

Developing appropriate College equipment procurement policies

Securing value for money, both in terms of initial equipment purchase price and whole-life costs, quality and service thereafter

Achieving efficient and effective procurement support within the College

Achieving operational objectives, year-on-year, and developing the equipment procurement service

Ensuring that purchasing procedures are optimised for the achievement of customer satisfaction within the public sector and University procurement best practice.
Financial benefits have been achieved not only by reducing the whole-life costs of equipment purchases but also through the application of procurement expertise in areas such as aggregation of purchases, more effective specification, and encouraging more competition between suppliers.

3. The Process

Unsurprisingly, the new approach met some resistance, largely because it appeared to reduce the autonomy of buyers. Karen Bowman had to persuade them that “Procurement Office involvement did not mean buying the ‘cheapest’ or being forced to choose a lower specification.  What it did mean was looking at the longer term implications of a selection decision, rather than purchasing on the discount on capital price i.e. thinking in terms of useful life, ease of maintenance, consumables, utilities consumption and disposal rather than just price alone”.

The University now runs a variety of training courses in WLC, either stand alone or in conjunction with other procurement training, including:

Introductory events for academic staff (particularly aimed at those preparing equipment-intensive research proposals), which are held around five times a year

A more detailed follow up course for successfully funded proposals, which is held around three times a year, with an average attendance of 12 people

Annual events for new administrators and heads of schools, aimed at getting their buy-in so that WLC is cascaded down to departmental staff

Bi-annual hands-on training in the software tool itself, involving working through an actual example in a university computer suite. This is primarily aimed at procurement and other advisory staff and draws an average attendance of ten people).  Dave Reynolds, JPPSG’s deputy director for procurement development, runs these courses.

Participants in the former courses are also given a resource pack to take back to their laboratories for future reference.  

4. The Benefits

Karen Bowman believes that there is now an “increased awareness campus wide that good procurement doesn't mean the cheapest upfront price and of the WLC tool, research equipment procurement is much better managed and major expenditure now has virtually always had WLC assessment undertaken.  We are now looking into other areas such as print/copying and hope to expand the influence of WLC further now that the Procurement Office is core-funded”.

One example of the practical benefits of WLC is a project for the replacement of purified water stills. These use expensive electrical energy to distil water into the purer form which is needed for scientific and technical purposes. In 2001 colleagues in Estates & Buildings Department allocated funding of £50,000 from their energy efficiency budget to replace several dozen such stills. The Assistant Energy Manager worked with the Medicine and Veterinary Medicine School Equipment Purchasing Manager on a formal EU procurement, as the cost of consumables from the supplier companies over a three-year period was likely to be greater than the EU threshold. A key part of the tender analysis revolved around a full Whole Life Costing of all aspects of ownership for the individual lab and for the University corporately.

Three companies replied to the Invitation To Tender, and offered a choice of technology – either Reverse Osmosis or the simpler technology of De-Ionising columns. WLC was then used to see which had the lowest lifetime (10 year) costs for the three grades of purified water that the university required. The conclusion was that the key area of difference was with regard to basic grade purified water. If a laboratory uses less than 3,000 litres/year then retention of the traditional stills is more cost-effective, but above this level deionising columns are the preferred choice, not least because they are more energy- and water-efficient. Reverse Osmosis units are frequently required for experimental reasons, but are better value than stills. The result of the exercise was that an optimal mix of equipment was purchased, with lifetime savings in energy and water consumption and costs as a result. In addition, the exercise resulted in significantly better prices and better information for future purchasers of purified water equipment within the university.

5. Learning

The initial purchase costs of equipment are usually only a small proportion of its lifetime costs, so that it is vital to consider these when buying – doing this not only has financial benefits but can also substantially reduce lifetime costs.

Training academics and administrators in the use of WLC enables good procurement practice to be reconciled with devolved purchasing.

WLC not only saves money but can also result in more satisfactory purchases through improved specification and greater consideration of user needs over its entire lifetime.

HE has much to learn from other sectors – in this case the procurement procedures of the National Health Service.
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Appendix One

University of Edinburgh’s Sustainability policy approved by Court 2000, Extract:

Maintain and develop the University in a sustainable manner 

Promote continual improvement in maintenance practices and establish sustainability guidelines for internal and external design teams and contractors working on new build and refurbishment projects

Develop procurement procedures with all elements of the supply chain to ensure social, ethical and environmental criteria are integrated into programmes aimed at achieving best value

Maximise the efficient use of energy and materials, continually improve pollution prevention measures and increase use of renewable resources

Minimise waste generation in research and teaching activity and encourage repair, reuse and recycling ahead of the responsible disposal of surplus materials

Promote practical measures to reduce the impact of travel to and between university sites.

Appendix Two

Procurement of Equipment Best Practice (Advisory)

These best practices represent the key issues that should be considered in purchasing equipment and are used by the purchasing office at Edinburgh.

	Procurement Process
	Best Practice

	Need
	The users decide what is needed and when.  They should plan ahead for replacement of new equipment and endeavour to take account of the procurement implications of research needed to be funded by the Council in their overall strategy.

	Specification
	Avoid insisting on compatibility of equipment at any price, requiring a higher specification than really needed, or specifying so narrowly that true competition is inhibited.

	Value analysis
	Every feasible alternative should be considered.  This can include upgrading existing equipment or purchasing a second hand or ex-demonstration model.

	Co-ordinated purchases
	Aggregation of similar equipment needs can bring substantial savings in the item cost, maintenance charges, delivery and in ordering and processing costs.

	Equipment sharing
	The possibility that suitable equipment already exists in another department should be considered.  Where equipment is purchased, consideration should be given to making it available for use by other departments.

	Funding
	Reliable estimates of the cost of the equipment should be sought.  Alternative forms of funding should also be considered, such as a leasing agreement or a private purchase initiative.

	Supplier appraisal
	The potential suppliers should be researched and assessed and competitive tendering used.


	Competitive tendering
	The introduction of competitive tendering significantly increases an institution's purchasing power and negotiating position.  Cases where there is a sole source of supply are very rare.  The Procurement Office should be involved in the less technical aspect of the tender, including the requirements of the European Community procurement directives.


	Negotiations
	Post tender negotiation can take place to obtain an improvement in the content of the tender.  Procurement Officers, with appropriate purchasing negotiating skills, should be involved.

	Selecting best value


	The selection of the best value tender should be evidenced and records kept on how the decision was reached and justified.  Costs must take full account of all whole life costing consideration.

	Equipment management
	The effective management of equipment involves formally monitoring usage, seeking to minimise running and maintenance costs and negotiating maintenance agreements at keen prices.


Source: National Audit Office summary of the higher education guidelines for equipment procurement.

HEEPI is a project funded under the Good Management Practice initiative of the Higher Education Funding Council. It involves a partnership of four universities - Bradford (the project leaders), Gloucestershire, Leeds Metropolitan and UMIST - together with the Yorkshire Universities Association and the Joint Procurement Policy and Strategy Group. It also has close links with the Association of University Directors of Estates. The project began in September 2001 and will run until August 2003. It aims to improve the environmental performance of higher education institutions by a) stimulating environmental benchmarking, for example by collecting energy and water data for individual buildings and b) by developing the capacity of staff with environment-related responsibilities to achieve positive environmental change within their institutions (through workshops, best practice case studies and other means). See � HYPERLINK "http://www.heepi.org.uk" ��www.heepi.org.uk� or contact the project officer Adam van Winsum at� HYPERLINK "mailto:a.vanwinsum@Bradford.ac.uk" ��� � HYPERLINK "mailto:a.vanwinsum@bradford.ac.uk" ��a.vanwinsum@bradford.ac.uk� for more information











� National Audit Office state that HEi’s in England spent £3.25 billion on the procurement of goods and services in 96/97.
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