From: [REDACTED]
Baby Box and Parenting Team
Improving Health and Wellbeing Division

26 May 2020

Cabinet Secretary for Health and Sport

Deputy First Minister and Cabinet Secretary for Education and Skills
Minister for Children and Young People

First Minister

SCOTLAND’S BABY BOX — EXTENSION OF CONTRACT- COST IMPLICATIONS
FOR 2021/22

Purpose

1. To advise Ministers on the estimated costs and options for the proposed extension
of Scotland’s Baby Box contract until March 2022.

Timing

2. Urgent. If Ministers agree to proceed with the recommendation, stock order will
need to be placed by the end of May 2020.

Background

3. Further to the submission of 7 April, an open procurement exercise to re-let the
Scotland’s Baby Box contract has been postponed due to the ongoing Coronavirus
(COVID-19) pandemic and the associated issues with supply chains. Officials are
negotiating an extension of the current contract with APS (Scotland) until March 2022.

4. The current contract provides fixed prices for stock until April 2021 and any orders
placed now for stock from April 2021 to March 2022, under the contract extension, are
subject to new pricing to be agreed in the current market conditions. Since the pricing for
the current stock (stock ordered on 19/5/2018) there has been an increase in the price of
raw materials and cost of manufacturing base cottons, dying, printing, production and
shipping, partially impacted by currency but also with-in country costs for labour and
compliance management (£/$ exchange rates trends attached in Annex — as of 8 May
2020 there has been decrease of 9.21% of £ against $). All of the Baby Box products are
manufactured to bespoke patterns, colourways and styles so there are few options to
seek alternatives whilst maintaining product safety and quality within the timeframe.

5. As part of the re-procurement exercise, we were in the process of reviewing the current
contents of the Baby Box, linked with the ongoing evaluation. The independent evaluation



was due to report findings in summer 2020, however this has been delayed due to lack
of availability of health workforce to participate.

Digital thermometers

6. The Baby Box currently contains a digital ear thermometer which is equipped with an
infrared sensor (the key component) that can quickly measure temperature. The infrared
component is manufactured in Japan and the Japanese government has now introduced
restrictions on the export of this component due to high global and local demand in the
current pandemic. Our current stock of the ear digital thermometers likely to run out in
November/December 2020.

7. There have been a small number of concerns about the use of the digital ear
thermometer with very young babies, predominantly with temperature readings being
potentially higher / ease of use by some families. We have highlighted the importance of
following instructions on the current packaging and have sought advice from
professionals in paediatrics, neonatal and postnatal units, midwifery and health visiting
workforce. Whilst the professional advice was not recommending the discontinuation of
the digital ear thermometer in the current Baby Box, the recommendation was to include
a digital under-arm thermometer in any future Baby Boxes as this is more versatile and
suitable from birth (but can still be used by other family members). APS (Scotland) has
sourced a suitable digital under-arm thermometer meeting required safety specification
through an existing supplier. We would therefore propose to include under-arm digital
thermometers in the Baby Box from December 2020.

2021/22 Costs

8. Whilst the cost of the under-arm thermometer is lower than the digital ear thermometer,
there has been an increase in cost across all the existing products which is primarily
attributable to pricing under current market conditions. The overall cost for the contract
extension continuing with the current stock and replacing the digital ear thermometer with
a digital under-arm thermometer, would be £9.04 million (including VAT), which is
equivalent to £166 per box (the current published cost per box is £160).

9. The costs above are indicative as prices are subject to currency exchange rates at the
time of placing the order. Once the order is placed, the prices would be fixed until March
2022. APS (Scotland) has confirmed that it would not be looking to increase prices for its
operating costs.

10. There is a possibility that prices could improve in time, however delaying placing the
stock order carries significant risks to the stock arriving in time. There has been worldwide
disruption to international freight both at point of loading and intermediate transit points
and this is likely to continue for some time. While UK ports remain open, the additional
measures in place are likely to lead to delays. In addition, Brexit carries the risk of our
stock being stopped and checked at customs which could result in further delays. As the
majority of the stock comes from China, stock needs to be shipped prior to Christmas to
avoid the impact of Chinese New Year. This would require stock order by end of May
2020 to schedule manufacture and stock arriving in the UK prior to Christmas 2020.

11. The main option for reducing the costs of the Baby Box contract would be by removing
some of the contents. Officials can work up potential options for this but it carries



significant presentational risks given the overwhelmingly positive feedback to date on
current contents which is likely to be reflected in the evaluation which could be published
in late 2020/early 2021. The main options for the contract extension are summarised
below.

Options

Option 1
e [REDACTED]

e [REDACTED]
e [REDACTED]

Option 2
e [REDACTED]

o [REDACTED]
e [REDACTED]
e [REDACTED]

Option 3
e [REDACTED]

o [REDACTED]
o [REDACTED]
o [REDACTED]

2020/21 Costs

12. [REDACTED]

Financial Implications

13. [REDACTED]

Recommendation

14. Ministers are invited to agree to proceed with option 2. On balance, this option
carries the least risk in terms of interruption to the stock / deliveries and the public
perception of Scotland’s Baby Boxes.

[REDACTED]
Parenting, Play and Babybox Team
[REDACTED]
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ANNEX A

Graph showing £/$ exchange rates for the last two years (01 April 2018 — 31
March 2020) (fxtop)

@ fxtop 2[_!_1 EEIE GEP / Uish Bl

1.4322 &

First 1.4083 Last 1.2396 Change-11.98% Avg 1.2811 Max/Min25.17%

]

WWWWNWWVM

1.2500

1. 2000




