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Introduction 
This audit assessed the effectiveness of government procurement initiatives in delivering local 
content and employment. We focused on the following lines of inquiry: 

1. Are local content policies effective in creating employment and stimulating sustained local 
business activity? 

2. Do agencies apply local content policies consistently to all relevant procurement activities, 
including activities by contractors? 

This audit focuses on the state government’s Buy Local Policy (the Policy) as the key local 
content policy. Audit data was supplemented by a survey of Western Australian businesses 
that received 64 responses. 

Background 
The total annual value of Western Australian (WA) government procurement over the last 5 
years has been around $25 billion. The Policy, introduced in 2002, aims to sustain and, if 
possible, increase the share going to local businesses. It sets out principles and objectives of 
choosing local suppliers at the regional and state levels where possible and balancing this with 
the need to get value for money.  

A number of other WA policies and guidelines support and interact with the Policy, creating a 
policy framework that includes national laws and policies, international trade agreements that 
include government procurement and the Australian Constitution (Figure 1). The Buy Local 
Policy requires government agencies to include local content selection criteria for contracts 
above $750,000. But the effects of these trade agreements and the Australian Constitution are 
that if tenders are received from interstate or certain countries, local content criteria do not 
apply.  

 

Figure 1: Policy framework affecting the Buy Local Policy 
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The Western Australian Jobs Bill 2017 introduced to Parliament in September aims to 
strengthen the framework by applying new legislated obligations to a wider range of 
government bodies, including government trading enterprises. This will require a review of the 
Policy. 

Under the Policy, local content is defined as the proportion of the contract that is undertaken 
locally in WA and includes:  

 the source of goods, materials and services  

 the degree to which local suppliers and subcontractors are used. 

The Policy applies a system of zones to determine whether a business or content is local 
(Appendix 1): 

 Zone 1 is the Perth Region 

 Zone 2 is the Wheatbelt, Peel, South West and Great Southern. In Zone 2, ‘local’ means 
within 200 kilometres of the point of delivery 

 Zone 3 is the rest of the state. In Zone 3, ‘local’ means within 400 kilometres of the point 
of delivery. 

Local businesses are those that have local office addresses within these zones that are not just 
postal addresses, regardless of whether they have offices elsewhere. If there is little or no local 
content offered within these distances, then ‘local content’ means content from within WA, and 
if not within WA then within Australia.  

Tenders are adjusted with a formula that weights local content in the assessment. The system 
also applies price preferences for regional content and regional businesses and imposes 
additional costs on imported content. These adjustments are used to compare tender bids only 
and have no effect on the amount actually paid.  

The Policy requires that agencies report the value of contracts awarded to local businesses to 
the State Supply Commission. More detailed reporting, such as the local content of contracts, 
is not required by the Policy. State agreements for major projects require local content 
reporting to the Industry Participation Unit of the Department of Jobs, Tourism, Science and 
Innovation (JTSI).  

Many requests for tender and contracts are issued by the Department of Finance on behalf of 
client agencies. Some large agencies, such as Main Roads WA and the Housing Authority, 
issue their own requests for tender and contracts. 

Audit conclusion 
Agency monitoring and reporting of local content in government procurement is not adequate 
for them to be able to demonstrate whether their contracts are creating employment and 
sustaining business activity. The lack of clear responsibility for Policy oversight, monitoring and 
compliance reporting, makes assessing its effectiveness more difficult. 

The Policy helps regional businesses compete for regional contracts against metropolitan 
suppliers, but does little to help WA companies win contracts against interstate and 
international competition. This is because constitutional protections of interstate trade and 
some free trade agreements override it.  

Although agencies seek to, and largely do, comply with the Policy, a lack of clarity in the Policy 
itself, and a lack of guidance in how to apply it in some circumstances, leads to mistakes and 
inconsistencies. The way the Policy determines if a business is ‘local’ is so broad that 
companies can qualify as local despite being geographically distant. There is little monitoring 
of, and no effective consequences for, companies failing to meet their local content tender 
commitments. This means using the Policy does not automatically ensure a positive impact for 
the local community. 
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Key findings 
Inadequate data monitoring and reporting means agencies cannot demonstrate the Buy Local 
Policy’s effectiveness. Local business and content preferences can help individual businesses 
win tenders. But data is not reported and collected consistently or regularly enough for reliable 
analysis. There is no single collection point for local content data, and the level of detail in local 
content reporting varies. No agency has overall responsibility for ensuring the Policy is applied 
effectively, complied with, and is effective.  

The Policy may not be helping WA companies as much as it could be. This is because certain 
free trade agreements, the Australia and New Zealand Government Procurement Agreement 
and the Australian Constitution prevent local content criteria from applying when tenders are 
received from certain countries or interstate.  

The common use arrangement (CUA) policy can disadvantage those in the regions. Agencies 
operating in the regions can comply with the Policy by using a CUA even if they do not choose 
a local supplier. The Department of Jobs Tourism Science and Innovation reports that this 
practice is common and a source of complaint from regional suppliers.  

Agencies are procuring primarily from WA sources but the definition of ‘local’ can be 
misleading.  

 Our random sample of 100 contracts valued above $750,000 listed on Tenders WA in the 
5 years to June 2017 showed that 94% of contractors were defined under the Policy as 
WA businesses.  

 At a regional level the definition of ‘local’ differs from common usage. For example, a 
Bunbury business is not local to Narrogin but qualifies as local under the Policy. This 
creates the perception that the Policy is ineffective. 

Agencies apply the Policy effectively up to and including awarding the contracts. We reviewed 
23 contracts from 5 agencies. We found that agencies included local content criteria where 
required in tender and proposal documents and assessed responses against these criteria. 

The interaction of the Policy, legislation and agreements make them difficult to apply. A lack of 
guidance increases the risk of mistakes and inconsistencies. For example: 

 Some agencies included businesses’ local content commitments in their contracts even 
when interstate tenders have prevented local content criteria being used to assess their 
tender submissions. Other agencies in the same situation removed all local content 
references from contracts.  

 In assessing tenders for the Swan River Pedestrian Bridge, Main Roads WA treated the 
cost of ‘significant imported goods’ in one section of its request for proposals and 
‘imported content’ in another as the same, as did 2 of the 3 tenders. As a result, it only 
used ‘significant imported goods’ in its assessment. But the winning tender treated the 2 
sections differently, leading to its cost being understated in the assessment. In this case, 
quality criteria strongly favoured the winning proposal, meaning the error had no effect on 
the result.  

 In one tender evaluation, an agency did not apply the regional preference to a regional 
business because it had claimed local content as a percentage rather than in dollars. 
While this was a technical error that did not affect the outcome, the agency should have 
applied the intent of the Policy and overlooked the tenderer’s mistake. 

Agencies do not hold businesses to their local content commitments and some businesses 
ignore them. This is despite agencies awarding contracts conditional on these commitments 
and including them in the contracts. Insufficient monitoring of contract commitments and an 
absence of consequences for non-compliance means that agencies do not know whether the 
Policy is being effectively applied. Respondents to our survey were also concerned that the 
Policy was not enforced.  
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Recommendations 

1. The Department of Finance and the Department of Jobs Tourism Science and 
Innovation should review the Buy Local Policy and guidelines to improve clarity and 
effectiveness of the Policy in line with legislation by 30 June 2018. 

2. By the end of 2018, Policy and guidelines should require that: 

a. agencies monitor and report local content compliance and outcomes of 
procurement contracts, including employment outcomes, to Tenders WA 

b. Tenders WA record this information in its searchable database for public access 

c. agencies issuing requests for tender contractually bind successful tenderers to 
meet their local content commitments and manage contracts to reduce the risk of 
default. 

 

Agency responses 

Department of Primary industries and Regional Development 
The Department of Primary industries and Regional Development (DPIRD) supports the 
recommendations in the Summary of Findings and requests OAG note our Minister’s 
commitment to deploy Local Content Officers in the regions helping ensure the Policy 
intent is understood and implemented at a local level. DPIRD looks forward to providing a 
regional perspective in the proposed review. 

Horizon Power 
Horizon Power welcomes the opportunity to respond to the findings of the report. As noted 
in the report, Horizon Power, as a government trading enterprise (GTE), is not required to 
apply the Buy Local Policy however chooses to do so to support local businesses, in 
particular, those in our regional and remote service areas. Horizon Power notes the intent 
of the WA Jobs Bill 2017 introduced to Parliament in September that may require a review 
of the Buy Local Policy. Horizon Power would welcome participation in any such review. 

Department of Communities 
The Department appreciates the opportunity to review the Summary of Findings as part of 
procedural fairness process, and supports the recommendations within the report to 
improve government procurement initiatives in delivering local content and employment.  

The Department accepts the report findings with no suggested amendments.  

Main Roads WA 
Main Roads generally agrees with the key findings and will participate in any consultation 
forums to review the Local Content Policy and guidelines in line with any new legislation. 
Notwithstanding the recommendations, Main Roads has already implemented the following 
improvements: 

 Request for proposal documentation - Imported Content (Schedule 23) and 
application of 20% impost, and Significant Imported Goods (Schedule 19) and 
application of Exchange Rate Risk. The title of Exchange Rate Schedule is now 
“Proponent’s Schedule of Imported Goods Proposed for Exchange Rate Adjustment” 
as evidenced by revised template. Opportunities for improvement in the evaluation 
methodology will be explored to ensure relevant local content tender schedules are 
provided to appropriate officers for assessment.  
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 To assist in the application of the Policy for unincorporated JV’s with WA and 
interstate addresses, Main Roads standard form of proposal has been modified with 
the requirement for a single ‘Bid Address’ to be included. 

Main Roads will consider and implement the accepted recommendations by the end of 
2018 in accordance with the revised Policy and guidelines. In the meantime, Main Roads 
will continue to enhance our contract management practices to better monitor local content 
compliance. Immediate action has commenced to check compliance with Buy Local 
commitments for the Swan River Pedestrian Bridge contract that requires the contractor to 
provide a monthly statutory declaration.  

The template contract management plan and monthly contract reporting process is being 
reviewed to identify any further measures for all contract management teams to check 
compliance with the Policy and address the need to report against local content 
commitments. These checks will also be undertaken at the time of assessing payment 
claims. 

Reporting via Tenders WA can only be achieved if the system is updated by Department of 
Finance to enable this reporting obligation to be met by agencies. 

Ideally the revised local content policy and guidelines should include model tender and 
contract clauses for all agencies to adopt that bind tenderers to meet their local content 
commitments. 

Department of Jobs, Tourism, Science and Innovation 
The Department concurs with the basic finding of this performance audit that the 
effectiveness of the Buy Local Policy cannot be determined, in terms of local content 
outcomes, due to a lack of data collection and reporting processes. The implementation of 
the Western Australian Jobs Bill 2017 and the Western Australian Industry Participation 
Strategy will to a large extent, address this issue. 

In terms of the recommendation relating to the review of the Local Content Policy and 
guidelines to improve clarity and effectiveness in line with legislation, we advise that this is 
already underway. The current target date for completion of this review is the beginning of 
March 2018. 

With regard to the requirements placed on policy and guidelines, these are endorsed and 
are part of the implementation of the Western Australian Jobs Bill 2017 and the Western 
Australian Industry Participation Strategy. 

Department of Finance 
The Department of Finance notes the findings of the Office of Auditor General's report — 
Local Content in Government Procurement. 

The Department of Finance is committed to ensuring that, where possible, local industry 
participation is increased in the supply of goods, services and works in Western Australia. 
As an example of this commitment, the Department currently provides comprehensive and 
professional procurement and contracting services to agencies in relational Western 
Australia procuring goods and services through its regional offices. These offices have the 
added focus of supporting regional suppliers. 

The Department supports the intent of the recommendations outlined in the report and 
makes the following comment. 

It is important to note that the local content policy and guidelines are being reviewed as 
part of the development of the Western Australian Industry Participation Strategy (WAIPS) 
required by the Western Australian Jobs Bill 2017. The Department of Finance is 
contributing to the development of the WAIPS, which is being led by the Department of 
Jobs, Tourism, Science and Innovation. 
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The implementation of the Western Australian Jobs Bill 2017 and the WAIPS will largely 
give effect to the OAG's recommendations. The Jobs Bill places a number of obligations 
on agencies in relation to the participation of local industry, including incorporating 
commitments in supply contracts and reporting on achievement of commitments. 
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