1.4.1 - Output 1 Guidance on identifying opportunities to reduce transaction volume and cost through integrated activities – 21 May 2008
Procurement of goods and services account for a major part of the support activities undertaken at country level and is an obvious area for coordinated/integrated services. Through the coordination/integration process, corporate and local agency specific procurement arrangements, including LTAs can be made available to all agencies and local procurement and contracting capacities can be shared. The objective would be to ensure that high quality procurement capacity is available to all agencies, to achieve economy of scale to be and appear to be unified in relation to the supply market.

The traditional arrangements for coordinated procurement has been a shared process of establishing favourable prices, terms and conditions combined with agencies maintaining their specific procurement capacity. The agencies will then procure/contract separately against the jointly established umbrella arrangements, generally resulting in reduced prices and improved conditions.

However, at least when it comes to the procurement and contracting for universally used goods and services financed under the Office/Administrative budgets of the agencies, the process outlined in the preceding paragraph leaves unused the opportunity to realize substantial transaction cost reductions through a reduction of transaction volume. Through using an integrated approach, the agency needs can be consolidated and combined, the associated funds can be pooled in a Common Services Account and for a given activity, one contracting process will take place with one resulting receipting and payment process – this opposed to a possible current arrangement of 5 or 7 or 12 each of the processes (one per agency). An overall substantial reduction in the overall transaction volume (80, 85 and 91% respectively in the examples) can be translated into substantial financial savings, considering that staff cost account for well over 50% of country office operating cost for most agencies.
