
NTIS
SCHEDULE 2.6
SERVICE IMPROVEMENT
SCOPE OF SCHEDULE
1.1 One of the Customer’s fundamental business objectives in entering into this Agreement is that the Service Provider shall continually improve the Services.

1.2 This Schedule 2.6 (Service Improvement) describes the Service Provider’s obligations to:
1.2.1 comply with a systematic process improvement mechanism ‘Lean’ methodology;

1.2.2 follow service delivery best practice;

1.2.3 create and deliver innovation; and
1.2.4 contribute to the Customer’s obligations to deliver efficiency savings.

1.3 The provisions of this Schedule 2.6 (Service Improvement) are without prejudice to the Service Provider’s other obligations under this Agreement, including in particular its obligations, at its own expense:
1.3.1 to meet or exceed the Target Performance Level for each Performance Indicator including any improvements in the Performance Indicators specified in Schedule 2.2 (Performance Levels);
1.3.2 to develop, agree and comply with a Quality Plan under clause 10 (Quality and Implementation) of this Agreement;
1.3.3 to comply with any improvements set out in Schedule 4.1 (Service Provider Solution);
1.3.4 to implement any improvements required under clause 35 (Rectification Plan Process) of this Agreement to correct Defaults by the Service Provider; and
1.3.5 to remedy Defaults revealed by an audit by the Customer under clauses 10 (Quality and Implementation) and 17 (Records, Reports, Audits & Open Book Data) of this Agreement and Schedule 2.2 (Performance Levels).
2. SYSTEMATIC PROCESS IMPROVEMENT

2.1 The Service Provider shall design and document a high level model of its business processes  relating to the provision of the Services for incorporation into the Quality Plan to be developed pursuant to clause 10 (Quality and Implementation) of this Agreement which:

2.1.1 defines inputs and outputs, showing the sequence, and how the various processes inter-relate with each other to ensure they operate as a network;

2.1.2 identifies the sub-processes of each of the main business processes;

2.1.3 identifies process owners from within the Service Provider’s organisation and gives them authority and responsibility; and
2.1.4 articulates how the Service Provider’s processes interact with those of its various customers and suppliers.

2.2 The Service Provider shall design and deliver an appropriate governance structure consistent with Schedule 8.1 (Governance) that can clearly manage and control cross-functional processes, and that engages senior leadership.

2.3 The Service Provider shall ensure continuous improvement in its provision of the Services using the process approach outlined in ISO 9001:2008 and ISO 9004:2009 and the principles described below.

2.4 The Service Provider shall:

2.4.1 ensure that the processes referred to in paragraph ‎2.1 are described in the Quality Plan or Schedule 4.1 (Service Provider Solution);
2.4.2 agree the Quality Plan with the Customer in accordance with Schedule 12 (Quality Plan);
2.4.3 implement the processes described in the Quality Plan and the Business Process Manuals;

2.4.4 provide measures against which the performance of the processes can be assessed;

2.4.5 review whether the processes adequately meet the Customer’s needs;

2.4.6 investigate opportunities to effect process improvements;

2.4.7 identify any performance gaps;

2.4.8 develop improvement plans;

2.4.9 improve the execution of the processes as required where the design is adequate but they are not being executed properly, for example by providing training;

2.4.10 improve the design of the processes as required;

2.4.11 document the improved processes in changes to the Quality Plan and/or the Business Process Manual (as applicable);

2.4.12 obtain the Customer’s approval to any changes to the Quality Plan in accordance with the Change Control Procedure; and

2.4.13 repeat the above operations as and when required, reviewing required actions on a minimum of an annual basis.

2.5 The Service Provider shall prepare and provide to the Customer Relationship Manager an annual report relating to the improvements and efficiencies gained in implementing the  improvements detailed in this paragraph ‎2 (Systematic Process Improvement) and other improvement areas and efficiencies detailed in this Schedule 2.6 (Service Improvement).
2.6 The Parties will review the report referred to in paragraph ‎2.5 during audits of the Quality Plan.
 Use of Lean methodology
2.7 Where possible, in carrying out systematic process improvement as detailed in this paragraph 2 of this Schedule 2.6 (Service Improvement), the Service Provider shall deploy Lean methodology in accordance with paragraphs 2.8 and 2.9 of this Schedule 2.6.
2.8 The Service Provider shall:

2.8.1 Deploy a strategic use of Lean, including:
· Adopting Lean principles as part of formal strategic plans for the delivery of the Services; and
· Employing formal processes for determining customer value;
2.8.2 Ensure Lean Leadership by:
· Ensuring senior leaders and management within the Service Provider’s organisation enthusiastically embrace the concept of Lean and support a transformation to a Lean culture in the organisation;
2.8.3 Deliver Customer value by:
· Ensuring value streams of all stakeholder processes have been mapped and value adding activities are identified and optimised;
· Ensuring critical interactions and interdependences are identified; and
· Ensuring opportunities for minimising non value adding activity and eliminating waste are identified and realised;
2.8.4 Adopt Lean structure and behaviour by:
· Designing policies and procedures to promote, encourage and support Lean behaviour;
· Delegating decision making to lowest practical level, with appropriate training; 

· Encouraging prudent risk taking; and
· Implementing a comprehensive programme of innovation/improvement initiatives and measure their impact;
2.8.5 Ensure process flow by:
· Designing processes along value streams encouraging customer pull with minimum waste;
· Minimising travel distance or time delay;
· Ensuring continuous flow through all value streams; and
· Ensuring demand is aligned to customer pull in order to provide a balanced workload with minimum stock levels;
2.8.6 Create standard work practices by:
· Standardising processes across sites and departments; and
· Standardising tools and systems used throughout the Service Provider’s organisation;
2.8.7 Ensure process control and quality by:
· Reducing process variation throughout the Service Provider organisation; 

· Analysing the root cause of defects and nonconformities, implement corrective action and update processes with lessons learned;
· Ensuring all processes include mistake proofing with preventative measures maintaining optimal Process conditions; and
· Delegating authority for quality to lowest practical level minimising secondary inspection;
2.8.8 Ensure planning design and construction takes account of Customer/Client Requirement by:
· Continually evaluating Customer needs with formal feedback; 

· Ensuring Customer is represented on integrated product/project teams;
· Integrating planning/design/construction teams;
· Identifying and quantifying priorities of downstream stakeholders; and
· Ensuring services to sites designed to be in line with demand usage to minimise inventory; 

2.8.9 Deploy effective equipment maintenance by:
· Ensuring equipment is in a condition to contribute to quality and provide a high level of availability and keeping records of defects to target proactive maintenance;
· Ensuring employees have full ownership and care for processes and maintain process performance; and
· Evaluating repair/maintenance schedules in line with available capacity and ensure risk contingency; 

2.8.10 Maintain effective supporting infrastructure by:
· Ensuring the financial/measurement system supports Lean transformation and is readily accessible to stakeholders;
· Ensuring information systems are easily accessible and compatible with stakeholder communications and analysis needs;
· Ensuring personnel practices make suitable skills available;
· Ensuring education and training programmes support the needs of the enterprise transformation plan; 

· Making resources and support available to employees to contribute to Lean improvement;
· Developing a supply chain small enough to be effectively managed; and
· Defining developing and integrating the supplier network to ensure efficient creation of value for enterprise stakeholders.
In carrying out the above activities, the Service Provider shall assist and enable its supply chain in the adoption of Lean methodologies and approaches, and engaging in Lean improvement projects.
3. BEST PRACTICE SERVICE DELIVERY
3.1 The Service Provider shall deliver service improvements to the Customer in line with Good Industry Practice, in response to knowledge gained from:

3.1.1 monitoring trends to identify improvements to the overall effectiveness of the information centre; and

3.1.2 monitoring developments in the collection, analysis and provision of traffic data.

4. CREATION AND DELIVERY OF INNOVATION
4.1 The Service Provider shall present the results of its monitoring activities pursuant to paragraph ‎3 and shall propose new innovations through a written report (“Best Practice Monitoring and Innovation Report”) on an annual basis and submit this at least ten (10) days in advance of the next meeting of the Programme Board. The report may include, without limitation:
4.1.1 identification of how the Service Provider shall ensure future sustainability of its systems and services at the end of the contract;

4.1.2 identification and raising the Customer’s awareness of new technologies suited to the detection, charging and enforcement of road users;

4.1.3 evaluation of potential new technologies that may improve delivery of the Services; 

4.1.4 outline proposed new or potential improvements to the Services including the quality, responsiveness, procedures, benchmarking methods, likely performance mechanisms and customer support services in relation to the Services;

4.1.5 outline proposed new or potential improvements to the interfaces or integration of the Services with other services provided by third parties or the Customer which might result in efficiency or productivity gains or in the reduction of operational risk; 
4.1.6 outline proposed changes in business processes and ways of working that would enable the Services to be delivered at lower costs and/or provide other benefits to the Customer;
4.1.7 proposed improvements to the overall operational efficiencies of the Services; 

4.1.8 potential changes to the Customer Requirements which could reduce the cost of delivery of the Services; and

4.1.9 a review of the success and performance of the Innovation Proposal adopted in the previous year and any lessons learnt.
4.2 The Service Provider shall ensure that the Best Practice Monitoring and Innovation Report is sufficiently detailed to enable the Customer to decide whether any Innovation Proposal should be implemented. The Service Provider shall provide any further information that the Customer reasonably requests.

4.3 If the Customer wishes to incorporate any improvement or project identified by the Service Provider through an Innovation Proposal, the Parties shall agree the improvements that constitute a Contract Change in accordance with Schedule 8.2 (Change Control Procedure). The Service Provider shall comply with paragraph 8 of Part C of Schedule 7.1 (Charges and Invoicing) in determining the charges for any such improvement or project.
5. DELIVERY OF EFFICIENCY SAVINGS
5.1 The Service Provider shall pursue opportunities by which to improve the efficiency and value for money by which the Services are delivered, including the costs incurred by the Customer. The Customer will derive benefit in the form of value for money efficiency savings as a result of the Service Provider’s continuous improvement processes. 

5.2 During the Initial Term the minimum level of efficiency savings to be delivered to the Customer pursuant to paragraph ‎5.1 of this Schedule in the second and each subsequent Contract Year will be at least on average (mean) five per cent (5%) of the Service Charges paid or payable in respect of the preceding Contact Year (the “Continuous Improvement Target”). The Service Provider must achieve a reduction in the Service Charges paid or payable and a contribution towards the Continuous Improvement Target in each applicable Contract Year. 

During any Extension Period the minimum level of efficiency savings to be delivered to the Customer pursuant to paragraph 5.1 of this Schedule will be at least five percent (5%) of the Service Charges paid or payable in respect of the preceding Contract Year (the “Continuous Improvement Target"). In the event that the Service Provider delivered efficiency savings greater than the Continuous Improvement Target during the Initial Term then the corresponding reduction applies to the “Continuous Improvement Target” during the Extension Period. The Service Provider must achieve a reduction in the Service Charges paid or payable in each applicable Contract Year. 
These efficiencies savings shall be delivered through the following means:

5.2.1 planned reductions of the monthly Service Charge as set out in Table 5 of Annex 1 to Schedule 7.1 (Charges and Invoicing); 

5.2.2 further reductions in the monthly Service Charge achieved as a result of improvements or Innovation Projects;
5.2.3 reductions in operating costs of the Customer that can be implemented by the Customer as a consequence of improvements enabled by the Service Provider; and

5.2.4 reductions as a result of benchmarking recommendations in accordance with Schedule 7.3 (Benchmarking),
all of which will contribute towards the Continuous Improvement Target.

5.3 The efficiencies referred to in the Continuous Improvement Target will be calculated net of any increases in the Charges in accordance with Indexation provision in Schedule 7.1 (Charges and Invoicing).

5.4 To demonstrate achievement of the Continuous Improvement Target, the Service Provider shall provide the Customer with an annual report of improvements and efficiencies referred to in this Schedule 2.6 (Service Improvement).  This annual report shall include a calculation to demonstrate how efficiency savings have been achieved and this calculation will use baseline information to demonstrate the reduction.  

5.5 Any efficiencies delivered through reductions in operating costs of the Customer under paragraph ‎5.2.3 must:

5.5.1 be agreed between the Service Provider and Customer in advance of the improvement being delivered.  The Service Provider and Customer shall agree what efficiency is being delivered, how it will be delivered and how it will be measured.  Information on how these savings have been achieved shall also be included by the Service Provider in the annual report referred to in paragraph ‎5.4; and
5.5.2 be provided in accordance with the following principles:

5.5.2.1 savings must be demonstrable and auditable;
5.5.2.2 efficiencies shall be cash releasing; enabling the Customer to release or redeploy resources;
5.5.2.3 efficiencies shall be sustainable, meaning that levels of savings must be expected to be at least the same or at a higher level for two or more subsequent financial years;
5.5.2.4 costs must not simply be reallocated to another part of the Customer organisation;
5.5.2.5 the calculation of efficiencies shall be based on a comparison to baseline costs; and
5.5.2.6 there must be a net reduction in costs of the Customer.

5.6 Any cashable savings shall comply with HM Treasury rules on the calculation and measurement of efficiencies and be in accordance with any National Audit Office (NAO) policies applicable at the time. 

5.7 Any list of evidence to support individual savings and subsequent guidance on efficiency savings shall comply with any policy issued by the NAO or HM Treasury during the Term.  
5.8 Efficiency savings shall contribute to the Customer’s year-on-year efficiency targets.

5.9 The Service Provider will ensure the achievement of efficiencies without any adverse effect upon the performance of its other obligations under this Agreement.
5.10 Without prejudice to its other obligations under this Agreement, the Service Provider may, at any time during the Term, identify other beneficial opportunities for improvements to the Services and cost reductions arising as a result of implementing such improvements.
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