
Report to: Policy and Resources Committee, 17th March 2020

Report of: Corporate Director - Finance and Resources

Subject: PROCUREMENT OF TEMPORARY EMPLOYMENT AGENCY 

1. Recommendation

1.1 That the Committee delegates authority to the Corporate Director Finance 
and Resources to award a contract for the provision of agency staff to 
Matrix under a direct award through the Eastern Shires Purchasing 
Organisation framework.

2. Background

2.1 The Council uses agency workers as short-notice cover arrangements where 
employees are absent through, for example, sickness or where leavers give 
inadequate notice. Agency staff can also be used where specialist needs cannot 
readily be met through direct employment or where the post needs flexible 
employment arrangements.

2.2 The Council has in place an agreement with Matrix SCM Ltd to provide agency staff 
to fill temporary or flexible posts. The current contract was awarded in 2018 via a 
framework agreement, which is due to end on 25 March 2020. 

2.3 The Council uses Matrix as it is ‘neutral vendor scheme’.  That is, it provides access 
to a broad range of temporary agency suppliers at a fixed price. This reduces the risk 
of the Council having to pay extra fees for specialist support or where the number of 
potential providers is low. Matrix also provides zero charges on temporary 
appointments after 13 weeks if the employee moves on into a permanent position at 
that stage.  Many employment agencies will charge a finders fee amounting to 
between 25% and 50% for a year’s salary for workers we take into permanent 
employment up to 12 months after the temporary placement.

2.4 The ‘value’ of the contract for procurement purposes includes the costs of salaries 
paid to the employees. However, as these remain relatively the same whatever 
employment market is used, the decision as to whether to continue with the current 
supplier or to transfer to an alternative supplier is affected primarily by the level of 
fees to be charged and the quality of service provided in arranging agency staff as 
and when required.

2.5 Details of the levels of fees charged by Matrix and the agencies that are engaged 
under the contract are included in the advice provided by the Eastern Shires 
Purchasing Organisation (ESPO) at Annex A. This is confidential as it contains 
commercially sensitive third-party information. On the basis of these fee levels, the 
total quantum of fixed costs that could be reduced by appointing an alternative 
supplier is £34,000, based on 2018/19 full-year costs.



2.6 ESPO is a public sector-owned professional buying organisation, specialising in 
providing a wide range of goods and services to the public sector for over 35 years. 
Their MStar3 Framework was introduced in April 2019 and is used by a wide range of 
organisations for this type of procurement.

2.7 ESPO recommends awarding a contract directly, without a full procurement exercise, 
for the MStar3 Framework for any local authority that has an agency staff spend of 
less than £4m a year. The Framework has been developed to ensure that direct 
awards can be made up to this level. ESPO advise that it is unlikely that the Council 
would receive any further savings on fees if it went out to further competition.  A 
direct award therefore represents the best approach to securing value for money as 
it obviates procurement costs. 

2.8 ESPO further advise that recently an Authority went out to further competition on a 
similar spend and received no bids. A full copy of the ESPO guidance is provided at 
Annex A. The Council’s procurement team have reviewed this guidance and concur in 
its conclusion that a direct award is the most effective way to secure value in the 
procurement of agency staff.

3. Preferred Option 

3.1 To renew the contract with Matrix for two years through a direct award from the 
ESPO MSTar3 Framework as being the most cost effective choice.

4. Alternative Options Considered

4.1 Undertake a ‘mini competition’ within the ESPO framework. This would involve 
selecting a small number of suppliers on the Framework and seeking quotes from 
each. A cost/quality assessment would then be undertaken in the normal way. Both 
ESPO and our Procurement Team advise that such an exercise is unlikely to improve 
on the prices set within the framework agreement and it may conversely result in an 
increased cost, as the value of the contract is regarded by ESPO as low in 
comparison with other Authorities. ESPO advised that the invitation to tender would 
not generate interest for suppliers as the value of the contract would be low.  

4.2 Contract with a local employment agency outside a Framework agreement. ESPO 
advise that the value of the contract is unlikely to result in better costs than provided 
under the Framework. Previous experience of operating in this way prior to using 
Matrix suggests that one agency would not be able to source the volume and variety 
of agency workers we require. Sourcing staff from multiple agencies is not a cost-
effective solution. 

4.3 Undertake a full procurement exercise. The advice from the Council’s Procurement 
Team and ESPO is that this is highly unlikely to achieve better prices than under the 
framework for the reasons set out in the report and Annex A.

5. Implications

5.1 Financial and Budgetary Implications
The value of this contract can very considerably, depending on vacancy levels. The 
contract award process must be compliant with the Public Contracts Regulations 
2015.  Using the ESPO framework satisfies this requirement.  As indicated in Annex 
A, only a proportion of this amount could be varied by competition. This means that 



the full financial exposure for this decision is under £34,000 per annum and the risk 
of not achieving value-for-money through a direct award is very low.

5.2 Legal and Governance Implications
The MStar3 ESPO framework was established following an open procurement process 
compliant with the Public Contracts Regulations 2015. The framework contemplated 
making direct awards (i.e. letting contracts without the need for further 
competition). Making a direct award in this case is therefore compatible with the 
Council’s procurement code and procedures.

The Council has a duty to secure best value through its service contracts. A direct 
award can represent best value, particularly in circumstances such as these, where 
the original contract was competed through an open procurement process and where 
there is no expected saving from running a mini competition process or undertaking 
a bespoke procurement process for the Council.

5.3 Risk Implications
Vacancies and other employee absence can harmfully impact on our ability to 
provide services.  Use of a Managed Services Provider enables us to cover frontline 
staffing gaps in a cost-effective way.

5.4 Corporate/Policy Implications
The capacity to draw on agency staff supports the Council to fulfil all of its 
objectives. The use of a direct award secures value for money in the procurement of 
agency staff.  

5.5 Equality Implications
None identified.

5.6 Human Resources Implications
Use of an agency staff service provider allows service departments to fill gaps in 
human resources quickly and cost effectively.

5.7 Health and Safety Implications
Matrix SCMs processes ensure that workers supplied have the necessary training and 
certification to operate safely.

5.8 Social, Economic and Environmental Implications
Effective use of agency workers helps us to deliver effective services to the people 
and businesses of Worcester. 
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