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	1
	Welcome. 
If new people are within the cluster it may be worth while spending some time introducing yourself and discussing what your role in school is. Times are average and some slides may take longer or shorter to discuss. This session is about how cost and prices are determined. 
	2 mins

	2
	Content.
5 Rights of Procurement, What is price, Obtaining price information, Determining contract value, Identifying costs, Hidden costs (Buyers view), Suppliers price make up (Suppliers view), Supplier Cost Drivers (Generic), Objective setting  - Price, The delivered price, Whole life costs, Discounts Dilemma

	1 min

	3
	Procurement cycle.
The area we are focused on is highlighted in yellow and compliments the other modules we have covered in ‘efficiency’. 

If this is the first module you are doing and haven’t seen the procurement cycle before here is the explanation. 
The Procurement Cycle confirms the wordy definition from the previous slide.
The procurement cycle has been broken  down into 5 distinct phases: -
Specify; Buy; Order; Pay; Manage. 

Historically procurement (or purchasing as it was previously known) concentrated on the Buy and Order phases. Procurement has a much broader scope than traditional purchasing – procurement expertise has a key contribution to make in the Specify phase of deciding what to purchase – in particular things like Options Appraisal and Market Management. Procurement also has a part to play in how we pay our suppliers particularly as we move into the e commerce arena and electronic orders and invoices become more commonplace. What you must understand before looking to create efficiencies in school or to collaborate in a procurement strategy is how Costs are calculated. 

	2 min

	4
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 The 5 rights are considered the key objectives of procurement. The concept is based on the premise that procurement is about trade-offs: if we specify a lower quality, this may result in a lower price, if we buy more, we may access a lower price. In this session we are going to look at price.
	2 mins

	5
	What is price?
Ask the group what they think price is? How do they go about ensuring they have the best price as the value is always relative to the individual buyer or collaborative group?   
	2 mins

	6
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Mention that these are examples in each bullet point. Are there any the cluster missed or any they think are missing from this list? How do you know you are getting best value? Mention that a supplier will ensure he beats a tendered firm price because that drives his profit margin. Be aware that catalogue prices may only be asking prices and subject to quantity discounts, rapidly become dated and delivery charges are hardly ever included.
	2 mins

	7
	Price Information continued 
 Read through slide information.
	1 min

	8
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Ask the cluster how they can make this knowledge work for them?
Will it make you work with suppliers differently?
	3 min

	9
	Identifying Cost
Ask the cluster if price breakdowns are included when seeking quotations? Do suppliers include them and what are the usual costs seen? Ask the group what they think the cost breakdown would be for a simple object e.g. a coffee mug
	3 mins

	10
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Ask the group/s how many hidden costs they had or are willing to admit were missed. 
The next slides show the difference between the buyers and suppliers point of view in building a price.
	5 mins

	11
	Supplier’s price make up

All suppliers will consider several things when setting their price:
· Their position in the market;
· Their overheads which are fixed costs they incur to stay in business – rent, rates, salaries etc. – if the supplier is short of work a low cost may just cover labour and materials. NB. If customers have been voting with their feet ask around, is it because the work or product is not satisfactory?
· The profit margin they require to survive and the very thing they will try to maximise;
· The nature of the demand for their product – e.g. education may represent a tiny % of their business but schools pay bills on time and are low risk buyers;
· What schools are prepared to pay!
· Prices charged by competitors;
· The order volume they receive – here is where collaborative buying works for schools;
· The stage of the product in its life cycle i.e. newer the product the higher the price to recover development costs.

	2 mins

	12
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Every school may think they are being offered the best price. Buying collaboratively will increase your leverage.
	2 mins

	13
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You as the buyers or the customers need to consider:
· Risks attached to purchase and how to price – covered in Module 5
· Position of school in the market – is there any leverage buying as one school or collaborating?
· The number of suppliers in market?
· Prices paid by other schools
· Duration of the agreed price – what attracts lowest risk?
· Reliability, durability, good service and prompt delivery are known as perceived value pricing rather than on cost.

This slide shows the objective from a buyer and supplier point of view. In any price negotiation buyers should know in advance your ideal buy, realistic position and fall-back position. The supplier will always try to get top end price.

	2 mins

	14
	Suppliers Cost Drivers (Generic view)
Mention that this reinforces the previous slides.

	1 min

	15
	[image: ]
Ask the group if there have ever been occasions where an invoice received was for more than expected? Delivery charges can be hidden in supplier’s terms and conditions or the catalogue fine print. N.B Battle of the forms in Module 9.

	2 mins

	16
	Whole life costs
Calculating whole-life costs could include planning, design, construction and procurement options, operation, training, maintenance, renewal, depreciation and replacement or disposal. So a lot of factors to take into account when considering the cost of an item or service. Schools will need to take a different view depending on the category of spend and proportionate to the value / risk of the purchase.
Suppliers can be a mix of small medium enterprises (SMEs), large, local and national, international or multinational companies. 

	2 mins

	17
	Discount Dilemma
Discounts can be applied to manufacturer's list prices, trade or retail prices.  Suppliers will discount to increase short-term sales, to move out-of-date stock or to reward valuable customers.  Many list prices are deliberately inflated.
Having heard that a supplier will always ensure he maximises his profit, will it make a difference from which catalogue you buy from if you don’t have a price breakdown? It is the scale of discount that you need to achieve.
	2 mins

	18
	Train the Trainer Modules
What shall we do next?
	1 min

	19
	Review objectives from the module including questions.
Questions such as:
· How the group will put into practice what they have heard?
· How the group will deliver the training to other colleagues?

	3 min
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The 5 Rights of procurement
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Obtaining Price information
= For goods or common senices baseline against available
frameworks and advertised senvices;
= Benchmark against other schools and buy together;

= For complex senices baseline against the cost of doing tin house,
or Local Authority delivering, or

= Use catalogues, price lists, trade jounals:

= 3 quote method for low value:

Formal tender.
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Determining contract value

= Determining contract value
determines the procedure;

= Contract Value means the
likely total calculated cost:

= Total contract value =
annual value x period of
contract (including
extensions)

= Example - Contract for 3
years at 40k per year plus
option to extend for another
2 years has total value of
£200k
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Hidden costs (Buyer’s view)
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Supplier’s price make-up
(Supplier’s view)
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Objective setting - price

Sellers

M=FBP  1=Rp _L=ldeal
l l sell position

£0 1 £x
I — |
o

L=Ideal buy |=Realistc M= Fall
P on position  back position

Department
for Education Buyers





image7.png
The delivered price

= Reviewing the quoted delivered price sometimes allows the
opportunity to analyse and negotiate to ultimately end up with a
Toweer total cost:

= Bynot challenging the price it allows a supplier to pad out the cost
elements to come up with the delivered price without breaking down
allthe price elements i e. being transparent
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