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THE THIRD SECTOR

For third sector organisations, every
penny counts. So why don’t more have
dedicated purchasing departments?
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Helen Gilbert finds out

“Stop playing the charity card and

act like the commercial type of organisation

you need to be.” Tough advice to third

sector organisations from Belinda Prince,

procurement director of Cancer Research UK.
Prince, considered by many a sector guru, was

addressing the Charities Sector Procurement

Group. She says third sector organisations are

often regarded as a soft touch by suppliers.

And particularly so where procurement

does not exist in an organisation. But will

third sector bosses heed her advice?
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The government wants charities
to bid for more public sector
contracts. Indeed, in support of
this policy the Department for
Work and Pensions says the third
sector has a key role to play, which
brings us back to Prince’s point.

To help the sector win these
deals it must become more
business-like and part of that is
having a professional procurement
function. There are 170,000
charities registered in England and
Wales. While the largest - Cancer
Research UK - has a well-developed
procurement department, others do
not employ buyers. In some cases,
organisations are deemed too small
with no budget for such resources.
Others are yet to recognise the
benefits procurement can bring.

To make matters worse, low pay
means the third sector can struggle
to attract purchasers and without




them they risk being exploited by
suppliers. But despite this catch-22,
there is much that can be done to
turn things around - the first step
being to tackle outdated opinions.

OBSOLETE VIEWS

“There’s a ‘poor me’ attitude,”

Prince tells SM. “I think the very

name ‘third sector’ can imply that

we’re not very important. It’s a bit

like being “Third World’ and all

the connotations that go with it”
The reality is that with a combined

turnover of £43.4 billion, charities in

England and Wales have significant
purchasing clout. The top 666 have an
income of more than £10 million and
the top 30 account for 17 per cent of
all charity income (£7.2 billion).
“If a 5 per cent saving was achieved
for the top 30 that would equal
£360 million, but many charities just
don’t do procurement,” adds Prince.
So why is that? Size appears to
be one barrier: “At Cancer Research
UK we are spending £170 million
ayear on goods and services, so it’s
worthwhile having a procurement
team. A smaller organisation might
say, ‘We are spending £10 million a
year, is it really worth it?’ I have heard
the comment ‘we can’t afford it’”
But Prince challenges this
assumption as she has proved that
purchasers can pay for themselves.
When she first joined her previous
employer, the NSPCC, in 1999 her
boss set her the goal of at
least covering her own
salary in terms of savings.
“That’s a good measure.
Even if you can do that it
has to be worthwhile.”

By failing to have a
professional in place, she
adds, “You are at the mercy
of the suppliers because
they will view you as an
easy target. You’ve got no
control or governance and

you'll just be paying too
much for everything”
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One employee at a major
international charity with a presence
in more than 50 countries, says
he has experienced exactly that.
The worker, who asked not to be
identified, agrees some charities
that lack professional procurement
expertise and fail to seek best terms
are seen as a pushover by suppliers.

He tells SM he achieved savings
just by asking, but says it is difficult
for organisations such as his, which
employs no professional buyers.

Although attitudes are slowly
changing, he says, the job of doing
deals has historically been seen
as an unpleasant necessity and
it was rather a question of “who
shall we give this poisoned chalice
to?” As a result, facilities and office
managers working in smaller
organisations often had procurement
lumped in with their role.

Gareth White, third sector
procurement officer for Lancashire
County Developments — Lancashire
County Council’s economic
development unit - agrees. He says
he is yet to come across a third sector
organisation in the county that has a
specific procurement department.

“Many organisations — because
of size - have individuals dealing
with accounts, marketing and so
on,” he explains. “They have their
hands in many pots because they
do not have the finances to employ
individuals specifically for certain
departments. This can mean that

they miss out on some potential
savings and not as much focus
is given to procurement
as probably should be”

PROFICIENT PRACTICE
There are ways around this.
Prince suggests charities
that can’t afford a dedicated
buyer at least provide those
responsible for purchasing
with some training. Equivalent to
an A-Level GCSE, Level 3 on CIPS’

NS new ladder of qualifications could

help. “It’s a really good thing to
have. For example, someone
in the finance team
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(3) could do it to gain a bit more
knowledge, become a bit more savvy.”
Our anonymous buyer believes the
third sector is beginning to recognise
the benefits of procurement but

says this is yet to happen in his
organisation. “I am always told we
are not big enough to warrant a
purchasing department and there

is always a head-count freeze”

In his organisation, purchase orders
are raised using an e-procurement
tool. Anyone can access them, input
detail and forward the forms to
abudget holder or line manager
for approval. But efforts to reduce
supplier numbers have been in vain.

“It’s rather like trying to fill a bucket
that has holes in the bottom. We try
to say to our colleagues, ‘Please don’t
raise invoices with one-off suppliers
who aren’t on the list’. We have a
process designed to ensure we’ve
got all the details of a new supplier
and make it a little inconvenient
for someone to appoint them if it’s
only going to be a one-off, but this
doesn’t seem to have any effect.

“In an ideal world we would have
a small procurement department
staffed by professionals.”

OTHER DIFFICULTIES
Charities driven by a specific
cause can also sometimes find
themselves in a difficult position
because of the uncommon services
or products they need to buy.
According to Karen Guth,
procurement services manager
at the Guide Dogs for the Blind
Association, problems can include
purchasing goods and services
in specialist niche areas where
benchmarking is non-existent and
limited suppliers exist for competition.
“They can be exposed to significant
risk in terms of high prices, poorly
performing suppliers dominating and
controlling a sector, quality suppliers
leaving the market and onerous
supplier terms and conditions.”
Meanwhile, some third sector
organisations are attempting to
develop procurement only to fall
at the first hurdle. SM understands
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one high profile charity appointed a
purchasing manager last year, only to
make the post redundant shortly after.

OUTSOURCING

If organisations lack the expertise or
resources to handle all procurement
internally, outsourcing is one option.

BuyingTeam is a supplier
that works with a number of
charities to help them achieve
savings and other benefits.

“The principle reason people
come to us is because within a
service provider you have access to
multiple category experts who you
may only need for small elements of
time throughout the year,” explains
Richard Gibson, account director.

“If you were building your own
team you might need an expert
in HR, IT and so on. Through an
outsourced provider the charity
would have access to the equivalent
of five or six category experts but pay
for one person, so you bring them in
where and when you need them.”

For the past two years the company

Charities can be exposed

to high prices, poorly
performing suppliers
dominating a sector, quality
suppliers leaving the market
and onerous terms |

has provided children’s charity
Barnardo’s with a procurement
manager and buyer. The team is also
supplemented with category experts
to work in specific areas at certain
times, depending on requirements.
Previously, it had no centralised
procurement.

The main benefit for Barnardo’s
is it does not have to pay for the
“infrastructure” itself. It also
has access to buyingTeam’s risk
management policies and supplier
market knowledge. “Savings of
£1 million have been achieved in










