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THIRD SPECIAL REPORT

The Committee of Public Accounts reported to the House on BBC procurement in its
Nineteenth Report of Session 2007-08, published on 13 May 2008 as HC 221. The BBC’s
response was received on 15 July 2008, and is published below as an Appendix to this
Report.

Appendix: The BBC's response

Introduction

In its recent report the National Audit Office (NAO) concluded that the BBC had adopted
good procurement practices to significantly improve the way it buys goods and services to
deliver better value for money from procurement.

The BBC Trust is committed to ensuring that the BBC delivers value for money for licence
fee payers in all its activities and will continue to look at ways in which the BBC’s
procurement practices can be further improved so that the BBC Executive can deliver even
greater savings in the future.

Pursuant to its duties of oversight of the BBC, the BBC Trust has provided this response.
However, where matters raised fall into the operational scope of the Executive Board, the
Trust has requested that the Executive provide the required response.

The Trust is satisfied that the responses given below by the Executive are appropriate given
the issues raised in the PAC’s conclusions and recommendations.

1. The BBC is achieving significant procurement savings, but could secure more in a
number of areas. Savings across the range of goods and services bought in 2006-07 varied
from less than 3% to more than 12% and conceal increased spending in some categories
such as the use of temporary staff. Overall 5% was saved, but in five of the BBC’s seven
categories of spending the savings were lower. For example, the BBC spent some £232
million in the Production Resources and Technology and Broadcast Equipment categories,
but saved £7 million (3%). Within six months the BBC should:

o assess the scope for savings in those areas where it has recently saved least, such as
Production Resources, Technology and Broadcast Equipment and Marketing
Services;

e check whether planned reductions in the use of temporary staff have been
achieved, and whether having a managed service system has reduced costs of
employing those temporary staff that are needed; and



o identify what areas of procurement spending should fall in line with planned
reductions in staft numbers.

BBC Executive Response

During 07/08, savings of £13.7m were delivered in the production resources category
which represents 9.5% of total spend. Savings delivered in 07/08 for the technology and
broadcast equipment and the marketing services categories as a percentage of spend were
4.2% and 5.6% respectively. This is the seventh year of savings within these areas although
the lower rates achieved does reflect the maturity of these categories.

The planned reduction to £35m for the use of temporary staff has been achieved.
Furthermore, the cost of employing temps has been reduced by 6%, which in part reflects
lower agency mark ups due to having a managed service system.

There are a number of areas where charging is based on activity related to headcount—
examples include: finance and accounting services; HR services; and provision of technical
equipment.

2. The BBC could save money by aggregating its requirements and reducing its supplier
management costs. Some £207 million a year of the BBC’s spending is not through
centrally negotiated contracts, with some £26.5 million of this spread across 14,000
suppliers. Its 38,000 exceptional purchases—for goods and services not available through
central contracts—cost six times the average to process. While enabling a wide and
geographically dispersed range of suppliers to compete for its business, the BBC should:

o establish clear criteria for assessing which areas of spending should and should not
be aggregated into central contracts;

e remind all purchasing staff, including those on temporary contracts, of the
availability and cost advantages of central contracts, and the high cost of
exceptional requests; and

e provide feedback to those individuals, and their managers, who persistently fail to
use the most appropriate procurement route and secure explanations.

BBC Executive Response

Whilst there is always more that could be done to further centralise suppliers, which can
reduce central costs, the NAO’s report notes “that there is a balance to be struck between
centralising contracts and keeping the supply base open, competitive and innovative in
order to attract smaller businesses”.

All staff, including production staff on location, are encouraged to use the central contracts
wherever possible. However this is not always the case and a number of criteria are
considered in assessing whether or not it is appropriate to source a contract locally rather
than via the centralised route. These include:



e geographical location;
o availability of supply;
o where it will deliver best value for the BBC.

There is a very robust centralised procurement system on which all staff, including those
on temporary or freelance contracts, are trained before use. On receipt each exceptional
request is reviewed. Where appropriate, staff are advised of the availability of preferred
suppliers and the request is denied so that the user can use the correct channels.

Where there is no appropriate preferred supplier the exceptional request is accepted and
set up on the system. However a monthly report of exceptional requests is provided to the
sourcing and divisional purchasing teams for follow up with purchasing staff.

3. The BBC has been paying for unused licences for its electronic purchasing system. In
the light of the Comptroller and Auditor General’s report, the BBC has now introduced
quarterly reviews and withdrawn 780 licences from staff who were not regularly using the
system. The BBC should review all systems it operates under licence to establish whether it
is paying for other licences that are not being used.

BBC Executive Response

The SAP purchasing system is owned and reviewed by BBC Finance on a quarterly basis,
when users are removed from the system after an extended period of non use.

Within the Future Media and Technology division, for major licensing agreements with
flexible maintenance arrangements (such as those with Microsoft), the BBC annually
reviews the licence usage and increases or decreases its licence volume according to the
terms of the vendor’s End User Licensing Agreement.

Where flexible maintenance arrangements are not available (such as with Oracle) the BBC
maintains a central list of licence allocations in order to manage the re-deployment of
licences where possible.

All commercial off-the-shelf applications installed on the ‘BBC Standard Desktop’ are
monitored regularly. Any applications installed that show as not being used for 6 months
or more are removed and made available to other business areas of the BBC as appropriate.

4. Despite the savings available from using eAuctions, the BBC had run only five in
2007-08. This Committee has previously highlighted the potential price savings from
using eAuctions and the BBC is saving £3 million a year (14%) from the 19 it conducted in
the two years to April 2007.! The BBC should look for further opportunities to use

1 Committee of Public Accounts, Thirty-third Report of Session 2006-07, Assessing the value for money of
OGCbuying.solutions, HC 275, page 6, para 11



eAuctions. To drive that process the BBC should establish criteria, for example when its
requirement is for similar goods, to identify when eAuctions are appropriate.

BBC Executive Response

The BBC recognises the value of conducting eAuctions and where the right circumstances
are present an eAuction will be run. A total of 25 events have been run to date, 6 of which
were conducted during 07/08. There are limited new opportunities to run eAuctions each
year; during the planning stage for all procurements and as part of the business case sign
off the suitability of eAuctions is assessed based on the following criteria:

o suitability and comparability of goods and services across the supply base;
e size and number of suppliers involved in the tender; and

o suitability of the market, for example dependency on key talent or unique services.

5. The benefits of the BBC’s procurement arrangements may be lost when activities are
outsourced. Some 45% of BBC spending is on services outsourced to other providers. To
get best value from this spending the BBC should satisfy itself that these suppliers are using
good procurement practice, and look for opportunities for the BBC and suppliers to
aggregate their buying power to the benefit of both. The BBC should, for example, benefit
from any reduction in the costs incurred by the providers of its outsourced services.

BBC Executive Response

Most of the BBC'’s strategic contracts include as part of the governance process the
obligation on suppliers to demonstrate continuous improvement over the life of the
contract to reflect for example future lower cost of IT and cheaper supply arrangements.
There are profit share provisions to encourage suppliers to deliver cost savings
opportunities some of which will come from their supply base. All contracts include open
book provisions.

The National Audit Office are currently conducting a review in order to ascertain the
Value for Money achieved from the strategic contracts.

6. Despite the BBC Trust having now operated for a year, little has changed in how the
value for money of BBC activities are reviewed and the BBC spending remains closed to
proper independent scrutiny. It is still the case that the Trust alone decides what value for
money reviews are conducted on how the BBC spends the public’s money. We remain
convinced that the only effective way to provide proper scrutiny is for the Comptroller and
Auditor General to have the same powers to identify and undertake studies that apply to
the other value for money work we examine. As the Trust has never rejected a topic
suggested by the Comptroller and Auditor General, we see no reason why it should object
to the Comptroller and Auditor General having such powers.



BBC Trust Response

The Trust has a responsibility to ensure that value for money is achieved by the BBC
through its spending of the licence fee. It also has an explicit duty to safeguard the
independence of the BBC. The Trust believes that the arrangements with the NAO—
enshrined in the Royal Charter & Agreement—allow these two equally important
obligations to be properly fulfilled.



List of Reports from the Committee of
Public Accounts 2007-08

First Report

Second Report
Third Report

Fourth Report

Fifth Report
Sixth Report

Seventh Report
Eighth Report
Ninth Report
Tenth Report
Eleventh Report

Twelfth Report
Thirteenth Report

Fourteenth Report
Fifteenth Report

Sixteenth Report

Seventeenth Report

Eighteenth Report
Nineteenth Report
Twentieth Report

Twenty-first Report

Twenty-second Report
Twenty-third Report

Twenty-fourth Report
Twenty-fifth Report
Twenty-sixth Report

Twenty-seventh Report
Twenty-eighth Report
Twenty-ninth Report

Thirtieth Report
Thirty-first Report

Thirty-second Report

Thirty-third Report

Thirty-fourth Report

Thirty-fifth Report
Thirty-sixth Report

Thirty-seventh Report
Thirty-eighth Report

Department for International Development: Tackling
rural poverty in developing countries

Department of Health: Prescribing costs in primary care
Building for the future: Sustainable construction and
refurbishment on the government estate

Environment Agency: Building and maintaining river and

coastal flood defences in England

Evasion of Vehicle Excise Duty

Department of Health: Improving Services and Support
for People with Dementia

Excess Votes 2006-07

Tax Credits and PAYE

Helping people from workless households into work
Staying the course: the retention of students on higher
education courses

The compensation scheme for former Icelandic water
trawlermen

Coal Health Compensation Schemes

Sustainable employment: supporting people to stay in
work and advance

The budget for the London 2012 Olympic and Paralympic

Games

The Pensions Regulator: Progress in establishing its new
regulatory arrangements

Government on the Internet: Progress in delivering
information and services online

Foreign and Commonwealth Office: Managing Risk in
the Overseas Territories

Improving corporate functions using shared services
BBC Procurement

HM Revenue & Customs: Helping individuals understand

and complete their tax forms

The Carbon Trust: Accelerating the move to a low carbon

economy
Improving the efficiency of central government’s use of
office property

Report on the NHS Summarised Accounts, 2006-07:
Achieving financial balance

The privatisation of QinetiQ

The cancellation of Bicester Accommodation Centre
Caring for Vulnerable Babies: The reorganisation of
neonatal services in England

DFID: Providing budget support to developing countries
Government preparations for digital switchover

A progress update in resolving the difficulties in
administering the single payment scheme in England
Management of large business Corporation Tax
Progress in Tackling Benefit Fraud

Reducing the cost of complying with regulations: The
delivery of the Administrative Burdens Reduction
Programme, 2007

Ministry of Defence: Major Projects Report 2007
Increasing employment rates for ethnic minorities
Housing Market Renewal: Pathfinders

HM Treasury: Making Changes in Operational Projects
Ministry of Defence: Leaving the Services

Nuclear Decommissioning Authority—Taking forward
decommissioning

HC 172 (Cm 7323)
HC 173 (Cm 7323)

HC 174 (Cm 7323)

HC 175 (Cm 7323)
HC 227 (Cm 7323)

HC 228 (Cm 7323)
HC 299

HC 300 (Cm 7365)
HC 301 (Cm 7364)

HC 322 (Cm 7364)

HC71 (Cm 7364)
HC 305 (Cm 7364)

HC 131 (Cm 7364)
HC 85 (Cm 7365)
HC 122 (Cm 7365)
HC 143 (Cm 7366)
HC 176 (Cm 7366)
HC 190 (Cm 7366)
HC 221 (Cm 7366)
HC 47 (Cm 7366)
HC 157 (Cm 7366)
HC 229 (Cm 7366)
HC 267 (Cm 7453)
HC 151 (Cm 7453)
HC 316 (Cm 7453)
HC 390 (Cm 7453)
HC 395 (Cm 7453)
HC 416 (Cm 7453)
HC 285 (Cm 7453)

HC 302
HC 323 (Cm 7453)

HC 363 (Cm 7453)
HC 433 (Cm 7453)
HC 472 (Cm 7453)
HC 106 (Cm 7453)
HC 332

HC 351 (Cm 7453)

HC 370 (Cm 7453)



Thirty-ninth Report
Fortieth Report
Forty-first Report
Forty-second Report
Forty-third Report
Forty-fourth Report
Forty-fifth Report
Forty-sixth Report
Forty-seventh Report
Fiftieth Report

First Special Report

Second Special Report
Third Special Report

Preparing to deliver the 14-19 education reforms in
England

Department of Environment, Food and Rural Affairs:
Management of Expenditure

Department of Health: NHS Pay Modernisation: New
contracts for General Practice services in England
Preparing for sporting success at the London 2012
Olympic and Paralympic Games and beyond
Managing financial resources to deliver better public
services

The roll-out of the Jobcentre Plus office network
Reducing the risk of violent crime

The procurement of the National Roads
Telecommunications Services

Meeting needs? The Offenders’ Learning and Skills
Service

Preparations for the London 2012 Olympic and
Paralympic Games

The BBC’'s management of risk

Evasion of Vehicle Excise Duty

BBC Procurement: The BBC Trust's response to the
Nineteenth Report from the Committee of Public
Accounts

HC 413
HC 447
HC 463
HC 477 (Cm 7453)
HC 519
HC 532
HC 546
HC 558
HC 584
HC 890 (Cm 7453)

HC 518 (Cm 7366)
HC 557 (Cm 7366)

HC 1118




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /ENG ()
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


