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 To many people procurement is not the most exciting topic. But it is an important one. 

 In 2004, the government embarked upon a series of reforms to increase value for money 
from its procurement. The Department of Treasury and Finance (DTF) is spearheading 
these reforms.

 DTF and agencies have got off to a good start. In 2004-05, some $29 million in direct 
savings was harvested and is now available to Government for other uses. 

 However, making savings is not the end of the matter. There is an old saying ‘an army 
marches on its stomach’. This recognises that good quality food for the troops can be 
critical to victory. 

 Similarly, the amount and quality of inputs that agencies have at their disposal directly 
affects the quality of services they deliver to the community. Construction crews need 
quality building materials, hospitals need the right drugs on hand, and schools need safe, 
strong classroom furniture.

 So far, DTF and agencies have focused on the low hanging fruit. In the future years of 
procurement reform, they will have to adopt more sophisticated strategies to fi nd savings 
and effi ciency gains. DTF will need to do this by working with agencies to achieve savings 
in ways that do not detract from service delivery.

 Agencies too, should make sure that the funds cut from their budgets really come from 
internal savings in procurement not from budgets for direct service delivery. Otherwise, in 
the longer term, they could jeopardise services. Moreover, agencies should purposefully 
re-direct any windfall savings from procurement reforms to demonstrable improvements 
in services. 

Auditor General’s Overview  

PROCUREMENT REFORM: BEYOND COMPLIANCE TO CUSTOMERFOCUS

4      AUDITOR GENERAL for Western Australia



PROCUREMENT REFORM: BEYOND COMPLIANCE TO CUSTOMERFOCUS

AUDITOR GENERAL for Western Australia    5

 Procurement by government is big business. 

 The government’s procurement reform agenda covers over 100 agencies across government. 
(It excludes government trading enterprises, such as the Water Corporation and Western 
Power). In 2004-05, agencies involved in procurement reform spent over $5 billion on 
goods and services. 

 Procurement is also central to both the effectiveness and effi ciency of agencies. For this 
reason, since early 2004, the Department of Treasury and Finance (DTF) has been leading 
efforts to reform procurement in the Western Australian public sector. 

 Eleven of the procurement reform programs are designed to assist agencies to obtain 
greater value for money when procuring goods and services. Through the twelfth program, 
the government takes back some of the savings in procurement from agencies through a 
process called ‘harvesting.’

 During the initial year of implementation, DTF focused on the reforms likely to make the 
greatest savings in the immediate future, particularly redesigning existing and introducing 
new whole-of-government purchasing contracts (or Common Use Arrangements, CUAs). 
Under these mandatory CUAs, agencies are now required to purchase a wide range of 
goods and services from approved suppliers at an agreed range of prices.

 DTF estimates that, as a result of these reforms, agencies realised savings amounting to a 
total of $47 million in 2004-05. This includes an estimated $35 million in direct savings, 
with the remaining $12 million coming from indirect savings such as effi ciencies from less 
onerous requirements for lower value procurements.

 DTF published their 2004-05 estimates of savings achieved through procurement reform in 
their ‘Benefi ts Realisation Report’, without taking into account the costs of implementing 
procurement reform. These were not included in the government’s savings targets either. 
We estimate that the costs of implementing procurement reform total $36 million over fi ve  
years.

 In future DTF should report the costs of procurement reform, as well as the savings, so as 
to give a complete picture of the benefi ts of procurement reform.

 Increasing value for money is not just about making savings. As DTF itself recognises, 
it also involves satisfying agencies’ quality requirements. Most importantly, it involves 
maintaining or even improving the amount and quality of services to the community.

 As DTF and agencies proceed into areas where it will be more diffi cult to achieve savings, 
they will need to be vigilant about balancing their drive for savings with the need to 
improve value for money and maintain services to the community.

Executive Summary
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Findings
 DTF and agencies have made reasonable progress with the reforms so far. All parties 

will need to monitor their performance and be ready to adapt their approaches if the full 
benefi ts of the reform program are to be achieved.

 Our key fi ndings were:

  DTF’s estimate of the $47 million in savings achieved by agencies in 2004-05 is 
reasonable. 

  DTF’s savings estimate did not include the costs of procurement reform. We have 
estimated the costs to be $36 million over fi ve years.

  In 2004-05, some $29 million in direct savings was harvested and is now available 
to Government for other uses. 

  Agencies could not provide their own savings estimates, to verify or reject 
DTF’s estimates, mainly because they lacked comprehensive baseline data on 
procurement.

  In implementing CUAs, the rigour applied by agencies to identifying and addressing 
non-compliance varied signifi cantly. Non-compliance can reduce the savings that 
can be achieved by government.

  There are some warning signs about the balance between achieving savings and 
maintaining service delivery. These are: 

  agencies have not necessarily sourced the funds for the savings harvest from 
internal procurement reform

  some agencies reported instances in which they have not had suffi cient lead 
times for introducing new or revised CUAs.

Executive Summary ... continued
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Recommendations
 DTF should estimate and publish in full the costs of procurement reform, to 

accompany their estimate of savings achieved.

 DTF should work with agencies to:

  resolve the barriers to wider adoption of procurement reforms, including 
purchasing cards

  improve data on procurement performance at the individual agency level

  ensure that procurement reform improves value for money by:

  ensuring that they provide agencies with the optimum lead time for introducing 
new and revised CUAs. This will maximise agency compliance, ensure a smooth 
transition to new suppliers, and most importantly, avoid service disruptions to 
the public

  continuously improving their responsiveness to agencies’ specifi cations, 
particularly where these relate to direct service delivery.

 Agencies should:

  ensure that they have adequate processes for identifying and addressing non-
compliance with CUAs

  establish baseline data so that they can monitor procurement performance and 
identify opportunities for improvements, and redirect procurement savings to 
service delivery 

  ensure that procurement reform improves value for money by:

  identifying where they are achieving savings and drawing the funds for the 
savings harvest from these sources

  ensuring their monitoring of the delivery of services to the community will 
capture any signifi cant impacts of procurement reform.
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Procurement is big business
 Procurement by government is big business. The government’s procurement reform 

agenda covers over 100 agencies across government. (It excludes government trading 
enterprises, such as the Water Corporation and Western Power). 

 In 2004-05, agencies involved in procurement reform spent an estimated $5.4 billion on 
goods and services (Figures 1 and 2). The vast majority of this expenditure (81 per cent, 
or $4.4 billion) was on services, with the remainder ($1 billion) spent on goods.

 Figure 1: Largest areas of government spending on goods and services – 2004-05

 For those agencies involved in procurement reform the largest categories of spending on 
goods and services are: medical and related equipment and supplies (goods); and building, 
construction and land development (services).

Source: State Supply Commission, ‘Who Buys What: 2004-05 
Western Australian Government Purchasing Statistics’ Database. www.ssc.wa.gov.au
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 Figure 2: Top eight agencies in terms of spending on goods and services in 2004-05

 Eight out of 130 government agencies spent close to 71 per cent of total government spending 
on goods and services (excluding Western Power and Water Corporation).

Source: State Supply Commission. ‘Who Buys What: 2004-05 
Western Australian Government Purchasing Statistics’ Database.www.ssc.wa.gov.au

Procurement is more than purchasing
 According to the Australian Procurement and Construction Council, procurement is more 

than just buying goods and services. Depending on the item, it can include:

  defi ning business needs and preparing a business case

  assessing the market

  developing procurement strategies, for example, calling tenders

  managing contracts

  evaluating performance and cost

  disposal.

Public Transport Authority – $896m All other government agencies – $1 550m

Department of Health 
– $640m

Department of Education 
and Training – $483m

Main Roads WA – $527m Department of Housing 
and Works – $469m

Department of Justice – $243m

Western Australia Police – $163m

Landcorp – $201m
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Government is reforming its procurement
 Since early 2004, the Department of Treasury and Finance (DTF) has been leading a 

procurement reform agenda, comprising 12 cross-agency programs, incorporating 60 
individual projects (Figure 3). 

 Eleven of the procurement reform programs are designed to assist agencies to obtain 
greater value for money and improved outcomes when procuring goods and services. The 
savings to be made by agencies depends on the profi le of their expenditure; their existing 
effi ciency; and the extent to which they implement procurement reform. 

 The twelfth program is the harvesting of savings in procurement from agencies by DTF. 

 Figure 3: Procurement reform agenda

 The procurement reform agenda comprises 12 procurement reform programs.
Source: Offi ce of Auditor General
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 DTF developed these programs with assistance from a consultant, basing them on similar 
programs in the United Kingdom and some Australian corporations. In December 2003, 
the government endorsed a four year plan for implementing procurement reform and 
achieving its objectives (referred to here as the DTF implementation plan). This plan 
detailed the 60 procurement reform projects clustered into 12 programs, together with a 
timeline for their implementation.

 The procurement reform agenda can be traced back to the Functional Review Taskforce’s 
December 2002 report. This report recommended that government agencies adopt 
alternative methods of procurement (and corporate services delivery, not dealt with in this 
report).

 Figure 4 outlines other main events in the procurement reform agenda. 

 Figure 4: Main Events in Procurement Reform in Western Australia

 DTF started implementing the procurement reform plan in January 2004.
Source: Offi ce of Auditor General

December 2002 Functional Review Taskforce
recommends procurement reform

July 2003 Cabinet endorses DTF review of government purchasing

DTF collects data to establish a benchmark for government expenditure January to 
December 2003

December 2003 Cabinet endorses DTF ‘Business Solution and Implementation Plan’ for 
procurements reform. Redesign of several CUAs commences 
(eg travel, advertising, fuel)

January 2004 Program Management Office commences operations

2004 to 2005 First round of savings harvest, 10 new CUAs launched and rebadging 
of agency contract staff

August 2005

October 2005

DTF estimates that savings of $47m have been achieved by agencies

Program Management Office wound down as planned and Office of 
Government Procurement established; three Regional Buying Centres 
established

2007 to 2008 Final round of savings harvest
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Responsibility for procurement reform
 The Offi ce of Government Procurement in DTF is responsible for leading and monitoring 

implementation and agencies are responsible for ongoing implementation of the 
procurement reforms. They are assisted by a number of government councils that help to 
drive implementation and enable consultation and coordination (Figure 5). In addition, 
the State Supply Commission is responsible for procurement policies, including setting 
purchasing thresholds.

 

Body Role

Strategic Management Council (SMC) 
(chaired by Premier)

Drive implementation of a range of whole of 
government strategies, including procurement 
reform

Strategic Management Council sub-
committee on procurement reform

Drive implementation of procurement reform 
specifi cally

Offi ce of Government Procurement, 
Department of Treasury and Finance

Leading reforms
Secretariat for SMC sub committee

Procurement 
Leaders Councils 
(1 for Goods and 
Services, 1 for 
Works)

Client Councils 
(1 for Goods and 
Services, 1 for 
Works)

Primary: Agencies represented share 
information with each other

Secondary: DTF consult with each council; 
Councils do not make decisions

 Figure 5: Governance arrangements for procurement reform

 A number of non-statutory bodies oversee and enable procurement reform. 
Source: Offi ce of Auditor General

Introduction ... continued
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About this examination
 This performance examination assessed the implementation and savings achieved by DTF 

and agencies during the initial year of procurement reform, so as to identify opportunities 
or threats to success at an early stage. In undertaking the study we:

  Reviewed DTF’s published reports, internal reports and information held in its 
electronic databases and paper fi les. At the time of our examination, the procurement 
reform agenda was into its second year. Information for the fi rst full year of procurement 
reform implementation was available for the review.

  Interviewed DTF staff to supplement their published and unpublished information.

  Collected fi nancial information from four of the largest spending Western Australian 
government agencies about their spending on procurement, particularly under CUAs. 
These agencies were Departments of Health, Education and Training, Housing and 
Works and Department for Planning and Infrastructure. We selected these agencies on 
the basis that they are large spending agencies under the larger or more widely used 
CUAs.

  Interviewed staff involved in procurement in these four agencies. In our interviews, we 
canvassed procurement reform generally, and staff rebadging and CUAs in particular. 
These were two key procurement reform programs that DTF implemented as part of 
the agenda.
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Findings 
  DTF’s estimate of the $47 million in savings achieved by agencies in 2004-05 is 

reasonable. 

  DTF’s savings estimate did not include the costs of procurement reform. We have 
estimated the costs to be $36 million over fi ve years.

  In 2004-05, some $29 million in direct savings was harvested and is now available 
to Government for other uses. 

  Agencies could not provide their own savings estimates, to verify or reject 
DTF’s estimates, mainly because they lacked comprehensive baseline data on 
procurement.

Recommendation
 DTF should estimate and publish in full the costs of procurement reform, to 

accompany their estimate of savings achieved.

DTF and agencies met the government’s fi rst 
procurement reform savings target
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Th e government’s savings target for 2004-05 was $50 million
 The government-approved 2004-05 savings target was $50 million.

 The government approved a savings target for 2007-08 of $120 million (Figure 6). DTF 
believes that agencies will be able to exceed this and reach a higher savings target of $145 
to $155 million. DTF expects agencies to achieve increased savings from CUAs as they 
are fully implemented, (over full year periods), and leakage is reduced. From 2005-06, 
DTF also expects agencies to implement reforms to spending outside CUAs.

 The savings targets include direct savings from CUAs, other agency-specifi c initiatives, 
and building maintenance reforms, as well as the indirect benefi ts due to effi ciencies.

 Figure 6: Procurement reform – estimated savings and approved savings targets

 Meeting the annual targets from 2004-05 onwards involves agencies maintaining the targeted 
savings in the previous years. 

Source: Offi ce of the Auditor General, based on DTF data
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DTF estimated that agencies saved $47 million, meeting the 

target
 In late 2005, with assistance from the consultant, DTF estimated that government agencies 

realised a total of $47 million in quantifi able benefi ts in 2004-05 (Table 1).

Source of Saving
2004-05 

Estimated Savings 
($ 000’s)

Direct savings, from:

Common Use Arrangements (CUAs) 26 000

Building maintenance 3 600

Transportable building relocations 915

Agency specifi c spend 4 000

Indirect benefi ts, from:

Pick and buy Common Use Arrangements 860

Direct purchasing up to $1 000 9 000

New quoting and tendering thresholds 2 800

Standardised procurement documentation 50

Contracts record management reform 75

Procurement systems – New data warehouse 50

Rebadging and reduced recruitment costs 180

Total estimated savings 47 530

 Table 1: DTF estimated savings including indirect benefi ts of procurement 
reform

 DTF estimated that over half of all savings arose from redesigning existing CUAs and 
establishing new ones ($26 million in 2004-05). The indirect benefi ts mainly arose from 
changing purchasing procedures to reduce administrative costs. 

Source: DTF 

DTF and agencies met the government’s fi rst procurement reform savings target 
... continued
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 DTF’s savings estimates were reasonable

 We reviewed DTF’s estimates of the savings that agencies achieved through procurement 
reform in 2004-05. While we did not agree with DTF’s processes for estimating savings 
from every CUA, we found that their fi nal estimate of total savings was reasonable.

 To assess whether DTF’s estimates were reasonable, we reviewed the following areas: 

  Common Use Arrangements – we assessed the estimates for the nine CUAs that 
were reported to have yielded the largest savings. These were, in descending order of 
reported savings:

  Drugs, Disinfectants and Antiseptics and Nutritional Products

  Banking Services – Merchant Services 

  Master Media Advertising – Campaign and Non-Campaign

  Personal Computers – Desktop and Laptop Computers

  Stationery – Copy Paper 

  Stationery – Offi ce Stationery

  Temporary Personnel – General

  Travel Reservations and Associated Services. 

  The introduction of direct purchasing of items under $1 000 in value

  New quoting and tendering thresholds.

 To review the above three areas we examined whether:

  DTF’s calculation formula was logical

  DTF had evidence to support the data they used in their calculations.

 We also reviewed the savings reported from building maintenance reforms. We did this by 
examining the method for calculating forecast savings.

 To provide another avenue of verifi cation, we also asked four agencies to independently 
provide their own estimates of the savings arising from three CUAs: master media 
advertising (campaign and non-campaign), banking merchant services and copy paper.
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Source of saving 2004-05 estimated 
savings ($ 000’s)

Estimates 
found to be reasonable

Logical 

Full evidence 
to support the 
data used in 
calculations

Common Use 
Arrangements (CUAs) 
– reviewed nine 
largest CUAs

$21 000

(81% of $26m)

Direct purchasing up 
to $1 000 9 000

New quoting and 
tendering thresholds 2 800 x

Building maintenance 
reforms 3 600 Method for calculating savings was 

logical

Total estimated 
savings reviewed 36 400

 Key:   criteria was met        x – criteria was not met

 Table 2: Review of DTF estimated savings and indirect benefi ts from procurement 
reform

 Savings estimates for CUAs, building maintenance reforms, and direct purchasing up to $1 000 
were found to be reasonable in terms of logic and providing full supporting evidence. 

Source: DTF and Offi ce of Auditor General

 Table 2 indicates the overall reasonableness of savings estimates for both CUAs (the nine 
largest reviewed), building maintenance reforms, and direct purchasing up to $1 000. 

 DTF did not provide suffi cient evidence to support the data they used in their calculations 
for some of the savings ($1.375 million) from the new quoting and tendering thresholds. 

 Despite the absence of this supporting evidence we still fi nd the estimates to be conservative, 
and therefore reasonable. 

DTF and agencies met the government’s fi rst procurement reform savings target 
... continued



PROCUREMENT REFORM: BEYOND COMPLIANCE TO CUSTOMERFOCUS

AUDITOR GENERAL for Western Australia    19

We were unable to use agency data to verify or reject DTF 

estimates
 Agencies interviewed generally lacked the baseline data about pre-procurement reform 

prices and consumption levels to provide their own estimates of savings (or lack of them) 
from CUAs, and therefore procurement reforms. As a result, we were unable to use agency 
data to verify or reject DTF’s savings estimates.

 At interview, several agencies identifi ed that the price for a particular item had increased 
under CUAs. However, each agency also agreed that they had achieved some savings from 
some CUAs. They agreed that at least some CUAs had resulted in either lower prices, or 
were simpler to use due to the introduction of the pick and buy mechanism (the provision 
for buyers to refer to price schedules for a particular good or service and go direct to a 
supplier instead of obtaining multiple quotes). 

 By way of contrast, DTF’s estimates were based on data they already held about agency 
spending under pre-existing CUAs, data on agency spending they collected during their 
procurement reform planning, and data provided by suppliers. DTF communicates 
summaries of some of this information to agencies through its ‘Buyer Behaviour’ reports.

Th e government’s savings target and DTF’s savings estimate 

did not include the costs of procurement reform
 DTF published their 2004-05 estimates of savings achieved through procurement reform in 

their ‘Benefi ts Realisation Report’, without taking into account the costs of implementing 
procurement reform. These were not included in the government’s savings targets either.

 Costs of implementing procurement reform included:

  Funds allocated to DTF’s Offi ce of Government Procurement ($26 million over fi ve 
years), for the purpose of introducing procurement reform.

  Agency transition costs – these include training staff in new processes, and updates to 
fi nancial management data, internet sites, and internal processes.

  Implementation costs for agencies. This includes staff time for participating in agency-
level procurement reform steering committees, DTF CUA Client Reference Groups, 
and preparing responses to DTF on procurement reform proposals including the 
savings harvest.



PROCUREMENT REFORM: BEYOND COMPLIANCE TO CUSTOMERFOCUS

AUDITOR GENERAL for Western Australia20      

 We estimated that across the 130 agencies involved in the reforms, if properly managed, 
the combined agency transition and implementation costs could be in the vicinity of 
$2 million per annum. We estimate that the costs of implementing procurement reform 
therefore total an estimated $36 million over fi ve years.

 Taking into account these costs and the additional funds allocated to DTF, the total costs 
of implementing procurement reform are likely to be well below the magnitude of savings 
to be achieved over the fi ve years of the reform program. 

 In future DTF should report the costs of procurement reform, as well as the savings, so as 
to give a complete picture of the benefi ts of procurement reform.

Government has captured the direct savings from 

procurement reform through DTF’s savings ‘harvesting’
 In early 2005, DTF harvested the fi rst round of savings, some $29 million, from agencies’ 

2004-05 budgets. These funds were available for other government priorities.

 ‘Harvesting’ savings means that DTF reduces agencies’ budgets by an amount that DTF 
predicts agencies can save through procurement reform (Table 3). Each year, DTF harvests 
savings in anticipation of the savings being made through procurement reforms.

Proportion of agency’s procurement budget 
subject to harvesting (%)

Savings harvested/ to be 
harvested ($m)

2003-04 0 0

2004-05 Dollar amount based on DTF’s estimate of 
agency spending under CUAs and other areas

29

2005-06 3.9 (see note) 114

2006-07 3.9 (see note) 114

2007-08 4.1 (see note) 119

Total – 376

 Table 3: Proportion of agency budgets and amounts to be harvested by DTF 

 In 2004-05 DTF harvested $29 million based on their estimate of agency spending under 
CUAs and other areas. From 2005-06 and beyond DTF will calculate the harvest using a set 
percentage of agency procurement budgets. 

 Note: The harvest percentages for the Department of Education and Training, and the 
Department of Health are discounted to 2.8 per cent in recognition of their previous buying 
power.

Source: DTF

DTF and agencies met the government’s fi rst procurement reform savings target 
... continued
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 Table 4 shows that, using DTF’s savings targets, agencies will be left with surplus savings 
after the harvesting process totalling up to $111 million over the fi ve years. Part of 
this would cover agency implementation costs. However, these are likely to be modest 
compared to the savings expected. 

Original 
Government 

approved 
targets

Savings 
made ($m) 

/DTF Savings 
Targets

Savings to be 
harvested

Potential 
Agency Benefi t 
after harvest 

2003-04 0 10 0 10

2004-05 50 47 29 18

2005-06 100 115-130 114 1-16

2006-07 110 130-145 114 16-31

2007-08 120 145-155 119 26-36

Total 380 400-487 376 71-111

 Table 4: Savings through procurement reform

 Potential benefi ts to agencies total between $71-$111 million over the fi ve fi nancial years.
Source: DTF 
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Findings
  In implementing CUAs, the rigour applied by agencies to identifying and addressing 

non-compliance varied signifi cantly. Non-compliance can reduce the savings that 
can be achieved by government.

Recommendations
 DTF should work with agencies to:

  resolve the barriers to wider adoption of procurement reforms, including 
purchasing cards 

  improve data on procurement performance at the individual agency level

 Agencies should:

  ensure that they have adequate processes for identifying and addressing non-
compliance with CUAs

  establish baseline data so that they can monitor procurement performance, 
identify opportunities for improvements, and redirect procurement savings to 
service delivery.

DTF’s implementation plan focused on achieving savings
 The DTF implementation plan identifi es that the ‘major component of procurement 

reform is the identifi cation and realisation of savings.’ Broadly speaking, savings were 
to be achieved by securing lower prices, reducing transaction costs, and standardising 
procurement policies and processes. 

 DTF used this plan to guide their work on procurement reform.

DTF focused on CUAs, to achieve immediate savings
 In the rollout of procurement reform, DTF gave priority to the redesign of existing CUAs 

and establishing new CUAs. These were the sources of the greatest potential direct savings, 
in the immediate future.

 DTF’s implementation plan estimated that, over the four year implementation period, about 
half of the savings would fl ow from redesigning existing and introducing new CUAs. 

So far, procurement reform has focused on 
making savings
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 The next most signifi cant source of the procurement reform savings was expected to 
come from reductions in the cost of goods and services purchased directly by agencies (ie 
not through CUAs). The remainder of targeted savings was to come from works related 
spending – mainly building maintenance (see Figure 7). 

 Figure 7: Composition of savings targets 2007-08

 The diagram shows the composition of the savings target for 2007-08, the fi nal year of 
procurement reform. The bulk of savings from procurement reform are expected to come from 
CUAs.

Source: Offi ce of the Auditor General, derived from DTF information

 DTF prioritised those CUAs likely to achieve the highest 

savings

 When implementing the CUA-related reforms, DTF gave priority to those CUAs likely to 
yield the greatest potential savings.

 DTF initially focused on redeveloping the large, existing CUAs that were due to expire. 
DTF scheduled its subsequent CUA work on the basis of the potential for savings, and ease 
of development and implementation. To estimate potential savings, DTF used the forecasts 
developed by consultants and published in its implementation plan. DTF also took into 
account the resources and time required.

Savings

Source of Savings

Other Works – not estimated
Building Maintenance

$8-11m

Agency Specifi c Spend
$30-40m

New CUAs
$35-40m

Existing CUAs – Redesigned
$25-35m

$100-120m
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Agencies are implementing CUAs
 The agencies we interviewed have taken steps to use CUAs. 

 These steps include:

  issuing a policy statement requiring staff to use CUAs

  disseminating formal processes for using CUAs 

  educating staff about using CUAs – most commonly, this occurred through buyer 
awareness sessions in conjunction with DTF, and/or via buyer bulletins and emails 
circulated to procurement staff.

 Agencies need to monitor and address non-compliance 

with CUAs

 The rigour applied by agencies to identifying and addressing non-compliance with CUAs 
varied signifi cantly, from monitoring CUA leakage through their fi nancial management 
systems to relying on DTF’s ‘Buyer Behaviour Reports’. Non-compliance can reduce the 
savings that can be achieved by government.

 The extent and rigour of agency monitoring was dependent on the size of the agency, 
the resources available to them to undertake this task, and the sophistication of fi nancial 
management systems. For example, one agency was able to generate exception reports 
based on information directly provided from suppliers for CUAs such as offi ce products, 
media advertising and travel. With this information they were able to identify cost centres 
that were not complying, and then target their efforts in these areas. 

 DTF’s ‘Buyer Behaviour Reports’ are clearly stimulating and assisting agencies to more 
closely and accurately monitor purchasing, address non-compliance, and develop ways 
for improving procurement performance in general.

 The State Supply Commission (SSC) also has responsibility for monitoring agency 
compliance with government purchasing policies, including CUAs. To examine leakage 
from CUAs in government agencies, the SSC has conducted reviews of the compliance 
of public agencies with several CUAs. The results indicated that some agencies were 
still purchasing outside some CUAs however compliance was improving. To address this 
leakage, SSC issues ‘Buyer Alerts’ to highlight non-compliance, and discusses with the 
relevant agencies the necessity to comply. 

So far, procurement reform has focused on making savings ... continued
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DTF also focused on ‘staff rebadging’, and undertook process 
changes

 ‘Staff  rebadging’

 During the early days of procurement reform, DTF also gave high priority to the ‘rebadging’ 
of staff. 

 As part of its implementation plan, DTF advised government that it was a priority to 
transfer procurement staff from agency control to DTF control. This transfer is referred 
to by DTF as ‘rebadging’. DTF did not expect staff rebadging to deliver direct savings, or 
savings in the immediate future. The rationale for staff rebadging was to:

  encourage compliance and consistency with procurement reforms by procurement 
offi cers, by formally bringing them under DTF authority

  identify staff with major procurement responsibilities, so that procurement reform 
information, training and professional development opportunities can be targeted to 
them

  establish a professional procurement stream in the public sector to raise the status and 
authority of this area, and attract future procurement professionals. 

 Government endorsed the rebadging strategy.

 Over the last 18 months, 103 full-time procurement positions from 23 government agencies 
have been brought under the authority of DTF, while still being physically located in their 
client agencies. 

 Process changes

 DTF has made process changes designed to assist agencies make indirect savings, in the 
longer term. These have included:

  the standardisation of contract documents across government

  the development of a single supplier registry

  the creation of a new set of procurement accounts for inclusion in the Shared Services 
standard chart of accounts.

 DTF has also worked with the State Supply Commission to update procurement policies, 
including purchasing thresholds.
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 Lastly, DTF has commenced the technology procurement reforms (see Figure 3) that 
aim to ensure agencies and government as a whole, are able to measure and monitor 
procurement spending more effi ciently and accurately. 

Next steps in implementing procurement reform

 Agencies have taken steps to implement procurement 

reform beyond staff  rebadging and CUAs

 Reaping the full benefi ts of procurement reform will require more than rebadging staff and 
using CUAs. Ultimately, agencies will need to fi nd ways of conducting their core business 
more effi ciently. 

 On the whole, the agencies we interviewed have taken steps, beyond rebadging and CUAs, 
that can form the basis of a more comprehensive approach to procurement reform.

 Agencies interviewed have:

  appointed a person responsible for procurement, and given them the required 
authority

  established a procurement reform steering group, comprising senior staff

  an executive responsible for procurement reform on an executive decision-making 
group to identify the implications for procurement, and opportunities for obtaining 
greater value for money

  developed a forward procurement plan that identifi es opportunities for aggregation

  provided education and training for relevant procurement staff, although this has 
mainly been in relation to CUAs

  used electronic commerce, or have plans to do so.

 To achieve further savings, DTF and agencies will need to 

resolve barriers to using purchasing cards

 There are some unresolved obstacles to wider use of purchasing cards, an important way 
of saving on the transaction costs of low value buying.

 As part of the strategic sourcing program (Figure 3), DTF is promoting the use of 
purchasing cards. Agencies interviewed are using purchasing cards to varying degrees, 
most commonly at the central offi ce level. 

So far, procurement reform has focused on making savings ... continued
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 Two issues will need to be addressed before purchasing cards are adopted more widely. 
Agencies interviewed were concerned that wider distribution of purchasing cards will 
enable more non-compliance with CUAs. This is exacerbated by the fact that the card 
provider does not offer statement services that enable agencies to effectively monitor non-
compliance. 

 DTF will need to ensure agencies are not confused by seemingly confl icting messages 
surrounding the wider use of purchasing cards, targeting non-compliance with CUAs and 
adequate fi nancial controls. 

 Ultimately, agencies should make a considered decision about the combination of 
procurement strategies that will achieve the greatest value for money. 

 DTF also advise that, in conjunction with the Offi ce of Shared Services, they are currently 
implementing an Expense Management System that intends to address these issues.

 Agencies will also need better performance data

 The extent to which agencies monitored their procurement performance and used this 
information to evaluate the success of their procurement reforms varied.

 As already discussed, most agencies interviewed did not have adequate baseline data for 
this purpose. As DTF and Shared Services reforms bring the technology procurement 
reform program online, DTF should work with agencies to ensure that this program will 
supplement agencies’ current data with the information they need to more effectively plan 
and monitor improvements in their procurement practices.

 Agencies also need to monitor their procurement savings to ensure that they control the 
costs of implementing procurement reform, identify surplus savings not harvested by DTF, 
and re-direct them to service delivery. DTF needs to work with agencies to ensure that the 
re-direction of savings can be demonstrated.
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Findings
 There are some warning signs about the balance between achieving savings and 

maintaining service delivery. These are:

  agencies have not necessarily sourced the funds for the savings harvest from internal 
procurement reform

  some agencies have reported instances in which they have not had suffi cient lead 
times for introducing new or revised CUAs.

Recommendations
 Agencies should ensure that procurement reform improves value for money by:

  identifying where they are achieving savings and drawing the funds for the 
savings harvest from this source

  ensuring their monitoring of the delivery of services to the community will capture 
any signifi cant impacts of procurement reform.

 DTF should ensure that procurement reform improves value for money by:

  ensuring that they provide agencies with the optimum lead time for introducing 
new and revised CUAs. This will maximise agency compliance, ensure a smooth 
transition to new suppliers, and most importantly, avoid service disruptions

  continuously improving their responsiveness to agencies’ goods and services 
specifi cations, particularly where these relate to direct service delivery.

DTF and agencies must also be vigilant about 
value for money
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Th e main aim of procurement reform should be greater 

value for money
 We have already identifi ed that the major component of procurement reform is the 

identifi cation and realisation of savings. The overall objective of procurement reform 
should be that the government achieves greater value for money from its procurement. 

 DTF recognises this, and intends that its 12 procurement reform programs assist agencies 
achieve greater value for money by:

  securing lower prices for goods and services and reducing transaction costs; and/or

  improving agencies’ satisfaction with their goods and services and the way they are 
procured.

 As long as agencies achieve savings without compromising the extent to which goods and 
services satisfy their needs, then value for money from procurement will have improved.

 DTF is monitoring some aspects of value for money

 DTF has already started monitoring agency satisfaction with goods and services by a series 
of customer satisfaction surveys. 

 DTF surveyed the views of three groups, Chief Executive Offi cers, senior operational 
managers and buyers. In brief, DTF found that respondents were satisfi ed with their 
procurement reforms.

 Agency satisfaction is an important ingredient of value for 

money

 Agencies interviewed raised three issues that affected their satisfaction with goods and 
services under procurement reform:

 (i) Some agencies felt pressured to lower their product specifi cations so that their orders 
could be aggregated with those of other agencies.

  The success of CUAs relies on achieving a critical volume so that suppliers are 
encouraged to offer the best price. Some standardisation of agencies’ varying 
requirements is therefore necessary. Agencies should assist in this by carefully 
considering the standards they are choosing. 

  As it proceeds with procurement reform, and opportunities for savings get more 
diffi cult to fi nd, DTF should also be vigilant about ensuring that its drive for 
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aggregation does not override its responsiveness to agencies’ quality requirements. 
This is particularly important where agency requirements relate to direct service 
delivery (rather than back offi ce functions) in places such as schools, hospitals, and 
prisons. One strategy is for DTF to include the potential impact on service delivery 
in their business cases for developing CUAs. 

 (ii) Agency specifi cations may also include supply arrangements, such as requirements 
that suppliers must warehouse, pick, pack and deliver the agency’s purchases on a 
‘just in time’ basis. This means the supplier, not the purchaser, bears the cost and risk 
of warehousing and distributing items to purchaser’s staff, who may work in widely 
dispersed locations. The Department of Health, for example, prefers to use its limited 
storage space for storing mission critical items such as drugs, rather than stationery. 
Modern approaches to procurement incorporate the best ways of ‘managing the 
supply chain’, and CUAs should also do so. Special supply arrangements may also 
be needed at particular times of the year, for instance, for schools.

 (iii) One large agency also reported that it did not have suffi cient time to consult widely 
with their dispersed buyers and consumers, in order to provide accurate advice to 
DTF about their goods and services specifi cations. While there may be pressures 
to establish CUAs, DTF should work on the basis that it is most important to meet 
agencies’ needs. Agencies, too, have a responsibility to organise themselves so that 
they provide DTF with speedy, comprehensive advice.

Th ere are some warning signs about the balance between 

achieving savings and maintaining service delivery
 There is no intention that procurement reform will reduce the amount or quality of services 

for the community. That is, agencies are meant to achieve savings without compromising 
the delivery of services to the community. In this way, the community as a whole should 
also receive better value for money as a result of procurement reform.

 Some agencies are sourcing savings from areas unaff ected 

by procurement reform

 Agencies did not all fund all of the savings harvest through internal procurement reform. 
In the longer term, the consequence of this approach could be that agencies draw funds for 
the harvest from budgets for direct service delivery.

DTF and agencies must also be vigilant about value for money ... continued
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 DTF assumes that agencies will make the expected savings through procurement reform, 
and harvests these savings accordingly, in anticipation of the savings being made. Agencies 
are then responsible for using the procurement reform programs to make savings to 
compensate for the harvest. Even if agencies do not actually make the anticipated savings 
in procurement, DTF will still harvest savings from them.

 Some agencies we interviewed did try to match their budget reductions to areas where 
they expected to make savings through procurement reform. Others simply treated the 
savings harvest as an across the board budget cut and reduced all business unit budgets 
accordingly.

 There is no evidence at this stage that, in making these budget cuts, agencies we interviewed 
drew the funds for the savings harvest from service delivery. However, to avoid this 
happening as further rounds of harvesting occur, it is critical that agencies implement 
procurement reforms, and realise the potential savings, to liberate the funds to compensate 
for the harvest. 

 Agencies will also need to be able to identify where they are achieving savings, so that 
they can draw the harvest from these areas. At the moment, some of the agencies we 
interviewed are not able to do this.

 DTF should continue to work with agencies to ensure that their administration of the 
harvest accurately refl ects agency savings achieved through procurement reform, and is 
transparent.

 Agencies need longer lead times for introducing CUAs

 Several agencies interviewed identifi ed that they needed longer lead times between the 
time that DTF awarded a new or redesigned CUA, and the moment that it was supposed to 
be implemented. 

 In a few instances, agencies had been given short notice of the details of a new or revised 
CUA, particularly the identity of the new supplier and the new price schedules. This forced 
them to choose between non-compliance with CUAs and poor fi nancial management 
practices. More importantly, it risks service disruptions to the public.

 Implementing new and re-designed CUAs can be a complicated and extensive process for 
an agency. It can involve:

  updating agency policies and procedures

  modifying their fi nancial management systems
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  with larger purchases, tendering for a preferred supplier among the options provided 
by the CUA

  addressing supply implications. For example, the change in the supplier of medical 
gases to hospitals necessitated a change in the storage facilities

  disseminating information to people working in the agency’s business units. The 
Department of Education and Training, for example, has around 846 business units, 
and some hundreds of buyers.

 Agencies too, need to be alert to DTF communications about new CUAs and proactively 
prepare for them. Agencies should also have policies that recognise that services to the 
public must not be disrupted by new procurement arrangements. The Department for 
Planning and Infrastructure, for example, has a policy that staff should base their decisions 
on avoiding harm to life, property and equipment (and that any necessary non-compliance 
should be reported). Such policies are consistent with modern risk management approaches, 
which emphasise outcomes over blind adherence to rules.

DTF and agencies must also be vigilant about value for money ... continued


